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Saudi Arabia seeks 
bank loan to shore 
up coffers

Egypt’s foreign 
reserves crisis 
deepens

Iranian oil sales to 
soon reach 2 
million bpd

Saudi Arabia is seeking a $6 bil-
lion-$8 billion bank loan, sources fa-
miliar with the matter told Reuters, 
in what would be the first significant 
foreign borrowing by the kingdom’s 
government in more than a decade.

Riyadh has asked lenders to sub-
mit proposals regarding a five-year 
US dollar loan, the sources said, to 
help plug a record budget deficit 
caused by low oil prices.

The kingdom’s budget deficit 
reached nearly $100 billion in 2015. 
The government is currently bridg-
ing the gap by drawing down its 
massive store of foreign assets and 
issuing domestic bonds. However, 
those assets will last a few years at 
their current rate of decline and the 
bond issues are straining liquidity in 
the banking system.

In mid-February, Standard & 
Poor’s cut Saudi Arabia’s long-
term sovereign credit rating by two 
notches to A-minus. The world’s 
other two major rating agencies 
have much higher assessments of 
Riyadh, but Moody’s Investors Ser-
vice has put Saudi Arabia on review 
for a possible downgrade.

Analysts say sovereign borrowing 
by the six wealthy Gulf Arab oil ex-
porters could top $20 billion in 2016, 
a big shift from years past when the 
region had a surfeit of funds.
(Reuters)

Iranian oil sales will reach 2 mil-
lion barrels per day (bpd) “soon”, 
Economy Minister Ali Tayyebnia 
said, as the Islamic Republic boosts 
output after sanctions were lifted in 
January.

“After taking the appropriate 
steps and after Iran’s return to the 
oil market, it is expected that Iran’s 
oil sales will soon return to the level 
of 2 million barrels a day,” Tayyebnia 
was quoted as saying by the Shana 
news agency.
(Reuters)

Manufacturers say recent Egyp-
tian government actions to limit 
imports are hurting their abilities to 
meet demand for goods in the coun-
try of 90 million consumers.

Egypt has seen a steep shortfall 
in foreign currency since the 2011 
uprising, leaving Cairo with $16.53 
billion in foreign reserves, which is 
enough for only three months of im-
ports. 

Post-revolution turmoil has cut 
into the tourist industry and foreign 
investment, which had provided 
funds to help cover import costs.

Egypt has imposed rules requir-
ing importers to register source fac-
tories, provide import documents 
from foreign banks and pay 100% 
cash deposits on letters of credit. It 
also raised customs duties on more 
than 500 items, including apples 
and deodorant, deemed luxuries.

Manufacturers and importers say 
Egypt’s industrial base is incapable 
of meeting local consumer demand. 
In the best case, they say, the policy 
will reduce choice and competition. 
In the worst, it will create shortages, 
inflate prices and force small busi-
nesses to close.
(Reuters)

Briefs

Egypt development strategy 
meets reality
Khaled Osama

Cairo

A 

growing number of ob-
servers find themselves 
obliged to question the 
practicality of a major 
development strategy 

unveiled by the Egyptian govern-
ment, judging by what they de-
scribe as “depressing” realities.

The strategy, called Egypt’s Vi-
sion 2030, aims to accelerate eco-
nomic development, reform edu-
cation and the health system and 
introduce political changes to turn 
Egypt into one of the world’s top 
30 countries in terms of economy, 
competitiveness and citizen hap-
piness.

“Nevertheless, the government 
has not told us how it will ex-
ecute this plan,” said Samir Ghat-
tas, of the Middle East Forum for 
Strategic Studies. “Some things 
are better said than done, espe-
cially when it comes to a govern-
ment lacking the will to effect real 
change.”

The strategy aspires to raise the 
average individual income from 

the current $3,050 to $12,000 by 
2030, attract billions of dollars in 
investments and millions of tour-
ists every year. It also seeks to re-
form the political system.

The government seems, how-
ever, to have forgotten to look at 
the realities before it designed the 
strategy. The economy is in sham-
bles and recovery does not seem 
to be imminent. The budget deficit 
is growing; the Egyptian pound is 
losing ground against the US dol-
lar; foreign currency reserves are 
decreasing precariously and ex-
ports have taken a downturn.

The government said it planned 
a series of “painful” measures to 
reform the economy and reduce 
the budget deficit, which is ex-
pected to be about $25 billion — 
25% of the budget — in 2016.

The plan, economists say, 
threatens to directly affect mil-
lions of poor Egyptians already 
suffering from unrelenting price 
hikes.

“The measures will surely in-
clude a significant slashing of sub-
sidies allocated to basic services, 
including water and electricity,” 
said Rashad Abdo, head of the 
Egyptian Forum for Economic 
Studies think-tank. “This is why it 
is the poor who will pay at the end 
of the day.”

Egypt spends almost 25% of its 
budget to subsidise water, elec-
tricity and fuel. In recent months, 
however, a gradual cutting of sub-
sidies started, putting additional 
financial burdens on citizens, 
about 26% of whom are consid-
ered poor.

Coupled with the deteriorating 
conditions of water and electricity 
services, the Egypt’s Vision 2030 
plan is expected to trigger nation-
wide anger.

Egyptians say they pay more in 
water and electricity bills already 
and that a rise in those bills will 
only make their lives more diffi-
cult.

“I pay for water and electricity 
three times more than what I used 
to pay in the past,” street hawker 
Ashraf Mahrous said. “Raising the 
prices of these services will only 
mean that I have to work to pay 
the bills, not feed my children.”

The feeling among the general 
public is that the government is 
forcing it to pay for services that 
are either poor or non-existent.

Electricity outages are common 
due to the wide gap between pro-
duction and demand. The govern-
ment says it tries to end the outag-
es by establishing new electricity 
plants and utilising solar energy 
and wind power.

A growing number of citizens 
complain about the poor quality of 
potable water, with specialists at-
tributing a dramatic rise in cases of 
kidney failure and liver problems 
to unsafe drinking water.

Some Egyptian legislators say 
they will reject the plan.

“As far as I am concerned, I will 
reject it as long as it will negatively 
affect the majority of the people,” 
MP Haitham al-Hariri said. “Be-
fore it resorts to raising the prices 
of services, the government needs 
to think of other measures to in-
crease revenues, including the 
revival of important sectors of the 
economy.”

That revival is uneasy with the 
tourism sector deeply affected by 
flight suspensions in place by the 
United Kingdom and Russia after 
a terrorist bombing of a plane in 
October. The two countries used 
to send Egypt 3 million tourists 
every year.

Egypt’s exports dropped almost 
20% in 2015 and revenues from 
the Suez Canal declined because 
of an international economic 
slump. Egypt also has its security 
problems with terrorist groups 
active in the Sinai peninsula and 
western border.

All these realities are on the 
minds of observers such as Ghat-
tas while judging the Egypt’s Vi-
sion 2030. They say for the plan 
to be practical, the government 
needs to address the needs of the 
people before thinking of goals 
that might be far larger than reali-
ties can allow.

“Our government does not 
have a real vision for what it has 
and what it can do,” Ghattas said. 
“This means that the strategies 
that keep appearing every now 
and then will only give false hope 
to the people.”

Egyptians shop for food at a popular market in Cairo.

The government 
said it planned a 
series of “painful” 
measures to reform 
the economy and 
reduce the budget 
deficit.

The strategy aspires 
to raise the average 
individual income 
from the current 
$3,050 to $12,000 by 
2030.


