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Saudi Aramco 
listing lures banks

Fuel, water 
shortages hit 
Sudanese capital

Iran recovery a 
long way off

Investment banks are jostling to 
take part in the listing of a portion 
of Saudi Arabia’s state-owned oil gi-
ant Aramco as a portal to the lucra-
tive deals they expect to flow from 
the kingdom’s plan to revamp its 
economy.

“For banks, being on this (Ara-
mco) deal is a game changer for the 
league tables,” said a senior execu-
tive at a European bank, declining 
to be named due to the sensitivity of 
doing business in Saudi Arabia.

Generally, government work 
across the world is poorly paid but 
banks vie for the contracts to build 
relationships with the state in the 
hope of getting future business.

“The Aramco IPO of itself is not 
that interesting to us in terms of 
business,” said a senior source at a 
big investment bank, speaking on 
condition of anonymity. “The fees 
won’t be great but it’s about what 
other business will result.”
(Reuters)

Water and fuel shortages hit the 
Sudanese capital, with residents 
queuing outside petrol stations and 
waiting for water tankers in several 
neighbourhoods of Khartoum.

“I have been waiting for three 
hours now,” said government em-
ployee Essam Youssef, sitting in his 
car outside a petrol station in north-
ern Khartoum. “It’s hot and I’m fast-
ing for Ramadan. This has been go-
ing on for a week.”

Several residential districts were 
left without water.

“For six days now, we’ve had no 
water. This has increased our suffer-
ing during Ramadan,” said Siham 
Mohamed, a resident of a working-
class area of Khartoum.

Khalid Ali, manager of a water 
pumping station said a main pump-
ing station was undergoing mainte-
nance work and that affected water 
supplies in Khartoum and Omdur-
man.

An Oil Ministry official said there 
was no shortage of fuel but that ve-
hicle owners were stocking up on 
fuel more than usual.
(Agence France-Presse)

Iran’s economy faces tough years 
ahead despite a nuclear deal with 
world powers that the government 
had hoped would spur investment 
and revive stagnant growth, minis-
ters warned.

Speaking to parliament, indus-
try and interior ministers painted 
a bleak picture of chronic underin-
vestment, surging inflation and un-
employment in the Islamic Repub-
lic.

Interior Minister Abdolreza Rahm-
ani Fazli warned that the country 
may achieve growth of only 1.5-3% 
per year. “With that sort of growth, 
unemployment and inflation will 
double in the short term. We need 
foreign investment,” he said.

His predictions fall far short of the 
growth target of 8% Iranian Presi-
dent Hassan Rohani set in January 
to tackle double-figure inflation and 
high unemployment.

“Gradually increasing in the in-
dustrial and mining sector between 
2000 and 2011, investment has fall-
en since 2012,” Industry Minister 
Mohammad Reza Nematzadeh said, 
adding that the lack of investment 
had created “a catastrophe in the in-
dustrial sector”.
(Agence France-Presse)
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Fears mount in Egypt as foreign debt keeps rising
Hassan Abdel Zaher

Cairo

A 

Russian loan for the con-
struction of Egypt’s first 
nuclear power plant will 
increase Cairo’s foreign 
debt by 50%, cripple the 

state budget and leave future gen-
erations with debts they may be un-
able to pay off, economists said.

“Despite all rosy statements about 
this loan, it will do nothing but add 
more pressure on our economy and 
budget,” said Sherin al-Shawarbi, a 
professor of economics at Cairo Uni-
versity. “This is easy money com-
ing to us today but it will only be 
returned by our children who will 
inherit this heavy burden from us.”

The loan, whose details were dis-
closed to the public on May 19th, 
was agreed between Egypt and Rus-
sia in November 2015. It amounts to 
$25 billion. Before this loan, Egypt’s 
total debts amounted to $47.7 bil-
lion.

The nuclear power plant is to be 
built by Russia in El Dabaa in north-
western Egypt. It will include four 
reactors, each of which will produce 
1,200 megawatts of electrical power 
a year. This is energy badly needed 
by Egypt, which has been working 
to increase electrical power genera-

tion capacity to end power cuts and 
fuel the operation of thousands of 
factories.

The $25 billion will cover 85% of 
the costs of establishing the power 
plant. The Egyptian government will 
contribute the remaining 15%. It will 
pay an interest rate of 3% annually, 
according to loan details published 
in local media. The loan will be used 
by Egypt for a period of 13 years as 
of this year. Egypt will pay back the 
loan over 33 years. The first instal-
ment will be paid in October 2029.

This is a low-interest loan but 
Shawarbi said cash-strapped Egypt, 
which is facing tough economic 
challenges, may find it difficult to 
repay both the loan and the interest.

“Our government prefers such 
loans to real economic reform, 
which at the end cripples the na-
tional budget and leaves future gen-
erations with a burden too heavy for 
them to bear,” she said.

Egyptian President Abdel Fattah 
al-Sisi has repeatedly complained 
that foreign debt interest eats up 
almost one-third of Cairo’s budget 
every year.

Despite this, Sisi has been build-

ing the country’s future on credit, 
as one economist put it. Since he 
became president in June 2014, Sisi 
has signed huge deals dependent on 
lavish loans from other countries, 
apart from the more than $20 billion 
in loans and aid from Gulf allies.

The deals include one with Ger-
many for the construction of an 
electrical power plant in Beni Suef 
in central Egypt, another for the 
purchase of 24 Rafale fighter jets 
from France and a third for the pur-
chase of two helicopter carriers with 
France. On June 1st, Hungary said it 
would finance its $1 billion sale to 
Egypt of 700 train carriages.

This is too much for Egypt to 
pay back, economists said, given 
that forecasts for economic growth 
might not be accurate. Whether the 
predicted growth materialises also 
depends on regional and interna-
tional economic conditions, they 
add.

A senior Finance Ministry official 
refused to comment on whether the 
Russian loan would be an extra bur-
den on Egypt’s budget but Ashraf 
al-Arabi, a member of parliament’s 
Economic Affairs’ Committee, said 
the loan would not cripple the econ-
omy.

“On the contrary, the nuclear 
power project will generate money 
when it starts operation,” Arabi said. 
“This means that revenues from the 

sale of electricity generated by the 
plant will pay back the loan and its 
interests.”

The nuclear power plant is ex-
pected to be completed in 2022 and 
start producing power in 2024. The 
project is indispensable if Egypt is to 
meet the energy needs of its people 
and development, experts said.

Egypt has an electricity genera-
tion deficit of almost 30%, according 
to the Electricity Ministry. Special-
ists say this gap must be bridged — 
apart from reducing consumption 
— by diversifying energy sources 
and also establishing more electrical 
power projects.

Economists, meanwhile, said Sisi 
can do nothing but keep on borrow-
ing while Egypt’s economy contin-
ues to slow down and foreign cur-
rency reserves drop. Egypt had $36 
billion in foreign currency reserves 
in 2011 but $17.5 billion now, accord-
ing to the Central Bank of Egypt.

“The Russian loan should not be 
cause for worry because it will be 
used in launching a project that will 
generate income when it becomes 
operational,” economist Rashad 
Abdo said. “I think such loans are 
the only thing we can get under the 
current economic conditions.”

Hassan Abdel Zaher is a 
Cairo-based contributor to The Arab 
Weekly.

Sisi has been building 
the country’s future 
on credit, as one 
economist put it.

Egypt’s ‘white gold’ cotton crop suffers
Mohamed Zain

Monufia, Egypt

L 

ack of government support, 
an invasion of cheaper sta-
ples from other countries, 
huge losses incurred by 
farmers and price fluctua-

tions in international markets scare 
Egyptian farmers away from grow-
ing cotton and into planting more 
profitable crops, agriculture experts 
and farmers said.

“All these factors make the disap-
pearance of Egypt’s celebrated long 
staple cotton very possible in the fu-
ture,” said Gamal Siam, a professor 
of agricultural economics at Cairo 
University. “This will be a major eco-
nomic loss for the country.”

The area used to cultivate Egyp-
tian long staple cotton is shrinking 
each year. Cotton production is ex-
pected to drop in 2016 to 315,000 
bales (each bale weighs 180 kg). In 
2015, Egypt produced 525,000 bales 
of cotton, the Ministry of Agricul-
ture said.

Egyptian farmers have 103,000 
planted hectares of cotton in 2016. 
In 2015, 155,000 hectares of farm-
land were cultivated with cotton. 
The government expects the area 
cultivated with cotton to continue 
to drop over the next four years at 
least.

Cotton exports are predicted to 
total 130,000 bales this year. In 2015, 
Egypt exported 150,000 bales, with 
India, China, Italy, Turkey, Bangla-
desh and Pakistan the top export 
destinations in 2015. They are ex-
pected to remain so in 2016.

Such a sad reality signals the end 
of the country’s cotton cultivation 
success story. In the 1960s, Egypt 
cultivated almost one-third of its 
farmland of 2 million hectares with 
cotton, an important source of na-
tional income.

For three centuries, Egyptian cot-
ton marked one of the country’s 
biggest competitive advantages. 
Having established a reputation of 
being the “best” cotton in the world, 
its softness, strength and superior 
characteristics positioned Egypt’s 
cotton-made products as highly 

sought around the world.
Standing behind the demise of 

this once-flourishing business is a 
government policy of halting sub-
sidies to cotton farmers, according 
to Farag al-Mashad, a farmer in his 
mid-40s.

“Those who grow cotton have 
nothing to reap but loss,” Mashad 
said. “Cotton was good in the past 
but, with no support from the gov-
ernment whatsoever, it brings farm-
ers nothing in terms of financial 
value.”

The government used to subsi-
dise cotton but in 2014 stopped pay-
ments to farmers and spinners and 
required farmers to have contracts 
with third parties to qualify for sub-
sidised fertiliser and seed. It asked 
spinning and weaving companies to 
sign contracts with farmers at gov-
ernment fixed prices.

Thousands of farmers, such as 
Mashad, were unable to sign con-
tracts with spinning and weaving 
companies.

“This was why I decided to stay 
away from this hassle altogether,” 
he said.

Thousands of farmers did the 
same. Mashad’s farmland and fields 
around it in Monufia province in the 

Nile delta used to glow under the 
sun with white cotton flowers. This 
view is now becoming a rarity with 
farmers turning to more profitable 
and easier-to-market crops, includ-
ing vegetables, fruits and wheat.

The migration from cotton culti-
vation was accompanied by an in-
vasion of cheap ready-made textile 
products from China, India and Pa-
kistan, which forced the closure of 
Egypt’s sprawling textile factories 
and eliminated thousands of jobs.

There is no solid estimate of the 
number of textile factories that shut 
down in al-Mahalla al-Kobra and 
Kafr al-Dawar, Egypt’s textile indus-
try hubs in the delta, but Mohamed 
Ghazal, the owner of a spinning 
company in Mahalla, attributes the 
losses to the collapse of Egypt’s cot-
ton farming.

“The presence of our quality long 
staple cotton used to make textile 
factory machines run, not only here, 
but across the world,” said Ghazal, 
55. “Now, however, spinning and 
weaving factories have to depend on 
imported short staple cotton from 
other countries.”

Apart from quality, products 
made with imported cotton cannot 
compete with imported ready-made 

goods in price, which was why a 
large number of the factories around 
Ghazal’s have closed.

The government faults farm-
ers for being “only after money” in 
scrapping cotton for other crops. It 
adds that Egyptian cotton is losing 
its competitive edge in international 
markets for several reasons, includ-
ing that some farmers mix long 
staple seeds with short staple ones 
when they plant.

“Nonetheless, we will bring cot-
ton back to its past glories by offer-
ing long staple seeds to farmers,” 
said Eid Hawash, spokesman of the 
Ministry of Agriculture. “The Agri-
culture Minister has already issued a 
decision to bar farmers from mixing 
seeds, a practice that ushers in low-
quality cotton.”

Mohamed Zain is an Egyptian 
reporter based in Cairo.

Egyptian farmers collect the cotton harvest at a farm in the Egyptian Nile delta province of Monufia, 
north of Cairo.

“Those who grow 
cotton have nothing 
to reap but loss.”

Farag al-Mashad, a 
cotton farmer

Cotton production is 
expected to drop in 
2016 to 315,000 bales. 
In 2015, Egypt 
produced 525,000 
bales.


