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Economy

Qatar warns of 
cost overruns, 
infrastructure 
delays

Oman raises $2.5 
billion in bonds to 
meet deficit

Egypt’s Suez Canal 
charging VLCCs 
coming from 
the Arabian Gulf 
$155,000

A $200 billion infrastructure pro-
gramme launched by Qatar could 
see higher costs and delays because 
of the slump in oil prices, the gov-
ernment warned.

A study from the Ministry of De-
velopment Planning and Statistics 
(MDPS) said “continued volatility” 
in the oil market would likely have 
consequences for vast construction 
projects, including those associated 
with the 2022 FIFA World Cup.

The MDPS predicted that Doha 
will run budget deficits for at least 
three years as it adjusts its energy-
reliant economy to the fall in oil 
prices. It confirmed that Qatar will 
introduce a 5% value-added tax on 
certain goods on 2018.

Among major infrastructure pro-
jects being built are Doha New Port, 
a Metro system and regeneration of 
parts of the capital. The World Cup 
is expected to cost about $30 billion, 
with stadiums accounting for $10 
billion of that, organisers have said.
(Agence France Presse)

Oman has raised $2.5 billion in 
a bond sale to help meet a budget 
deficit resulting from low oil prices, 
the Finance Ministry said.

The ministry, quoted by the Oman 
News Agency, said the sultanate’s 
first international bond issue in two 
decades was oversubscribed by al-
most three times. The Gulf state sold 
$1 billion in bonds to mature in five 
years at an interest rate of 3.625% 
and a 10-year issue worth $1.5 billion 
at 4.75%.

Oman is projecting a budget defi-
cit of $8.6 billion in 2016 after post-
ing a shortfall of $11.7 billion in 2015.

Oil-dependent Gulf states have 
been hit hard by a cash crunch due 
to a 60% drop in oil prices in the past 
two years. 

Many, including Oman, have in-
troduced austerity measures, such 
as reducing subsidies on fuel and 
electricity, and turned to the bond 
market to raise finances.
(Agence France Presse)

Egypt’s Suez Canal Authority 
set new toll rates for oil tankers as 
part of a six-month experiment that 
went into effect on June 23rd.

Very large crude carriers (VLCCs) 
transiting the canal from the Ara-
bian Gulf after discharging at the 
SUMED oil pipeline will be charged 
$155,000 if they are carrying more 
than 250,000 in dead-weight ton-
nage. VLCCs are to pay $230,000 on 
their return ballast trip.

The canal is one of Egypt’s main 
sources of foreign currency. Egypt 
has been struggling to revive its 
economy since a 2011 uprising 
scared away tourists and foreign in-
vestors, other main sources of hard 
currency.

Egyptian President Abdel Fattah 
al-Sisi inaugurated an $8 billion 
expansion of the canal that aims to 
double daily traffic and increase an-
nual revenue to more than $13 bil-
lion by 2023.
(Reuters)

BriefsSaudi tax aims to 
address housing shortage
Rob L. Wagner

Jeddah

S 

audi Arabia has introduced 
a 2.5% tax on undeveloped 
property in an effort to 
jump-start residential con-
struction but the key to its 

success will be how quickly the Min-
istry of Housing can issue building 
permits and guarantee that water 
and utilities are available for devel-
opments.

Large tracts, particularly in Ri-
yadh, remain undeveloped as many 
people buy land as investment in-
stead of building on it. As a result 
of this speculation, as much as 30% 
of land in urban areas is vacant and 
the city, as well as Jeddah and the 
Eastern province, are experiencing a 
severe housing shortage.

The Ministry of Housing hopes 
that imposing a tax will encourage 
landowners to build homes. The 
kingdom suffers from an estimat-
ed housing shortfall of 1.5 million 
units. The ministry is betting that 
by encouraging residential hous-
ing development, the percentage of 
Saudis owning their own homes will 
increase from about 47% to 51%. In 
2015, the average cost of a home was 
about ten times the gross salary of a 
typical Saudi wage earner.

Jamil Ghaznawi, head of the Ri-
yadh office of Jones Lang Lasalle, 
which specialises in commercial real 
estate, said the success of prodding 
landowners to develop their land 
rests with how effective the Housing 
Ministry runs its permit-processing 
programme.

Ghaznawi said landowners worry 
about lack of services, such as water 
and utilities, and delays in issuing 

permits if they develop their prop-
erty. The ministry has promised to 
smooth the paperwork.

“The Ministry of Housing has cre-
ated a new gateway or platform to 
expedite the permits and make it 
easier for development,” Ghaznawi 
said.

Property owners could, however, 
choose to shoulder the cost of the 
tax and hold onto their undevel-
oped land, he said.

“The tax could be a cost justifying 
holding the land but the fundamen-
tal structure of holding land in ur-
ban areas has changed. It’s not nec-
essarily a means of storing wealth 
like it once was but should be held 
for development. The upper hand 
today in urban areas is to develop 
the land,” Ghaznawi said.

By implementing the plan, the 
Saudi government hopes to see the 
property sector’s annual growth rate 
increase from 4% to 7% over four 
years. The government also hopes to 
spread land ownership and encour-
age competition.

Housing Minister Majid al-Huqail 
said in a statement that vacant land 
in urban centres has been “monopo-
lised by investors in the real estate 
sector”, becoming an acute prob-
lem. The tax is expected to “stimu-
late the creation of appropriate 
housing at appropriate prices for all 
citizens”, he said.

The programme is expected to 
be applied in five stages with plots 
500,000 sq. metres or more to be 
taxed first and plots of 10,000 sq. 
metres by the last stage. The Hous-
ing Ministry is further encouraging 
residential development by striking 
partnerships with foreign residen-
tial and commercial developers.

Not all property owners may be 
hit with the tax, Ghaznawi said.

“We have to be very clear the tax 
is meant to be an incentive to land 
owners,” he said. “Once they close 
the gap and supply and demand are 
met, the government may hold the 
tax on other owners when the short-

age is no longer a problem.”
The cabinet also approved a meas-

ure to allow foreign investors to own 
up to 100% of retail businesses, up 
from the previous permissible own-
ership of 75%. There is a caveat: For-
eign companies must invest a mini-
mum of $53 million in the first five 
years of ownership to be eligible to 
obtain a licence giving 100% owner-
ship.

Ehsan Ahrari, an independent 
foreign affairs consultant and chief 
execu tive officer of Strategic Para-
digms in Alexandria, Virginia, said 
attracting private investors, at least 
from the United States, to assume 
100% ownership in retail and whole-
sale operations may be difficult.

Deputy Crown Prince Mohammed 
bin Salman bin Abdulaziz recently 
visited the United States and lob-
bied officials, including US Presi-
dent Barack Obama.

“But how much of that will filter 
into lucrative business deals? I can-
not say that I am very hopeful,” he 
said. “The fear of (the Islamic State) 
ISIS is so pervasive in official circles 
and the business community here. 

“That feeling, at least in my judg-
ment, trumps Americans’ notorious 
love for money.”

The announcement of the new 
tax follows the launch of Prince Mo-
hammed’s Vision 2030 plan to wean 
the kingdom off oil revenue and en-
courage other types of investment. 
Saudi Arabia has a $98 billion budg-
et deficit for the 2016 fiscal year.

Taxes, long an anathema to the 
Saudi government, which offers 
subsidies to its citizens, are expect-
ed to spur the economy. The govern-
ment is also expected to implement 
a “sin tax” on soft drinks and ciga-
rettes and privatise some govern-
ment entities, including hospitals.

The cabinet said in a statement: 
“The decision is in line with Vision 
2030 to ease restrictions on owner-
ship and foreign investment in the 
retail sector to attract regional and 
international brands and contribute 
to the creation of job opportunities 
for citizens in this sector.”

Rob L. Wagner is an Arab Weekly 
contributor based in Saudi Arabia.

A tower under construction in 
Riyadh, last April.

The kingdom suffers 
from an estimated 
housing shortfall of 1.5 
million units.

Saudi Arabia has 
introduced a 2.5% tax 
on undeveloped 
property.

In Egypt, an exorbitant Ramadan bill
Khaled Osama

Cairo

A 

growing consumer-
ist culture, media that 
encourage people to 
spend all their money 
and misguided religious 

discourse contribute to Egypt’s 
overspending on food, especially 
during Ramadan.

“Sorry to say all this drives our 
country over the edge economi-
cally,” said Souad el-Deeb, deputy 
head of the Arab Federation for 
Consumer Protection, which acts 
to protect the consumers’ rights in 
Arab countries. “If our consump-
tion level continues as is, we are 
surely heading full sail towards a 
financial crisis.”

Ramadan should be a month of 
fasting for Egypt’s predominantly 
Muslim population but Egyptians 
buy far more food during Ramadan 
than in other months, according to 
a new government study.

The study, conducted by the gov-
ernment-run Central Agency for 
Public Mobilisation and Statistics 
(CAPMAS), said Egyptians spend 
$4.5 billion on food and drinks dur-
ing Ramadan. It said $675 million is 
spent on tea during the month and 
72,000 tonnes of poultry, including 
36 million chickens, are consumed 
in the same period.

This is almost 30% more than 
other months of the year, the study 
said. Economists say the figures are 
not consistent with tough econom-
ic conditions in Egypt.

Since the 2011 popular uprising, 
Egypt has used most of its foreign 
currency reserves, lost foreign cur-
rency earners to political unrest or 
terrorism and has waded deeper 
into debt. Egypt’s foreign cur-
rency reserves fell to $17.5 billion, 
from $36 billion a month before 
the uprising, and its foreign debts 
reached $78.4 billion, from $53.4 
billion a few months ago.

In the past six months, Egypt’s 
national currency lost almost 30% 
of its value against the US dollar, 
resulting in higher prices across the 
board. Egypt’s core inflation rate 
was 12.75% in May, the highest in 
seven years.

This is one reason economists 

were surprised at the reported 
Ramadan consumption levels. 
They said Egyptians are finding 
ways to get around price hikes and 
deteriorating economic conditions 
to keep their consumerist attitudes 
intact.

“Some people even borrow mon-
ey to keep their living standard as 
is,” said Nadia Radwan, a sociology 
professor from Port Said Univer-
sity. “Egyptians need a real change 
of attitude or the results can be 
catastrophic.”

This, however, is less about peo-
ple keeping afloat while the eco-
nomic conditions deteriorate and 
commodity prices rise and more 
about Egypt’s growing consumerist 
culture, which runs counter to the 
tough economic conditions.

Radwan and her students con-
ducted a study that included doz-
ens of interviews on consumption 

attitudes that concluded that most 
of the interviewees wanted to buy 
things far more expensive than 
they could afford in actual terms.

“This showed us that people 
have demands far larger than their 
financial conditions,” Radwan said. 
“At the national level, this is recipe 
for disaster.”

She blamed Egypt’s private me-
dia for nourishing what she calls 
“consumerist” attitudes and called 
on the religious establishment 
to work to convince people that 
squandering has nothing to do with 
faith, especially when it comes to a 
month that should be dedicated to 
worship, not eating.

Squandering, though, seems to 
be what Egyptians do during Ram-
adan, according to the Food Bank, 
a local organisation that works to 
end hunger. The group said almost 
60% of food during Ramadan is 
thrown away.

“This exhausts the state budget 
because most of the food we eat 
is imported from other countries,” 
said Wafaa Tulan, a representative 
of the group. “Food thrown away 
can feed millions of poor people.”

The Food Bank tries to feed mil-
lions of poor people with food 
surpluses from hotels, donors 
and homes. Food Bank volunteers 
get the leftovers, repackage them 
and then give them to millions of 
poor people throughout Egypt. 
They distribute 17 million meals a 
month.

“People need to know that at the 
time they throw a crust of bread 
away, somebody is there in bad 
need for this crust of bread,” Tulan 
said. “We are not so rich as a people 
to spend all this money on food and 
then throw it away.”

An Egyptian vendor arranges his goods at a market in the 
neighbourhood of Sayeda Zeinab, in Cairo, on June 14th.

According to an 
official study, 
Egyptians spend $4.5 
billion on food and 
drinks during 
Ramadan.


