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Egyptian tycoon 
gives up 75% of 
wealth in 
reconciliation deal

Saudi Arabia’s
top cleric urges 
businessmen to 
help troops

Erdogan urges 
Turkey’s central 
bank to raise 
foreign reserves

Hussein Salem, a businessman 
and ally of Egypt’s deposed presi-
dent Hosni Mubarak, and his family 
have given up 75% of their wealth 
in a deal that allows them to return 
to Egypt without facing prosecu-
tion, his lawyer said.

Salem was arrested in 2011 in 
Spain, where he fled in the after-
math of the popular uprising that 
ended Mubarak’s 30-year rule.

An Egyptian court sentenced him 
in absentia to seven years in jail and 
fines totalling more than $4 bil-
lion after convicting him of money 
laundering and profiteering. He also 
faced graft-related convictions.

Egypt’s Illicit Gains Authority 
recovered $596.85 million in the 
reconciliation deal with the Salem 
family, according to state televi-
sion. Adel al-Saeed, a spokesman 
for the prosecutor’s office, said 
transferred wealth included land, 
agriculture and hotels.
(Reuters)

Saudi Arabia’s most senior cleric 
urged businessmen and banks to set 
up a fund to help soldiers stationed 
along the border with Yemen to pay 
their bills back home, Saudi media 
reported.

The call reflects growing criticism 
of the Saudi business community 
seen as not doing enough for the 
country at a time when a drop in 
oil prices has slashed the kingdom’s 
revenues and started to affect living 
standards.

Speaking in a radio broadcast 
from Mecca, Grand Mufti Sheikh 
Abdulaziz bin Abdullah al-Sheikh 
said Saudi soldiers were risking 
their lives “to defend their religion 
and country.”

“Businessmen… must come for-
ward as donors and contribute 
from their wealth to help those at 
the border,” al-Sheikh said, accord-
ing to the semi-official al-Riyadh 
newspaper.
(Reuters)

Turkish President Recep Tayy-
ip Erdogan said the central bank 
should raise foreign reserves to at 
least $165 billion and urged lenders 
to reduce interest rates for home 
purchases to around 9%.

In a speech to the heads of cham-
bers of commerce and bourses in 
Ankara, Erdogan described high 
interest rates as oppressive. He has 
repeatedly said Turkey’s economy 
remains strong in the wake of the 
failed military coup and has long 
advocated lower interest rates.

It was announced by Prime Min-
ister Binali Yildirim in a televised 
speech from Ankara that Turkey 
will introduce reforms to encour-
age investment and remove taxes 
on investments.

The government is looking to 
shore up confidence in the econ-
omy following a failed military 
putsch that has rattled investors.
(Reuters)

BriefsHousing mostly unaccessible in Egypt
Hassan Abdel Zaher

Cairo

S 

aad Mahmoud’s overrid-
ing dream is to buy a flat 
big enough for himself, his 
wife and his three children. 
But rising house prices 

have kept that dream out of the 
reach of Mahmoud, a civil servant 
in his early 40s.

“There is a new rise in the price of 
housing units every time I go to buy 
one,” he said. “The continual rise 
makes decent housing a far-fetched 
dream.”

Mahmoud has a small flat in one 
of the densest slums in southern 
Cairo. He is still better off than mil-
lions of other Egyptians who can-
not even afford to buy a flat in a 
slum, let alone in one of the coun-
try’s new residential areas.

Egypt has always had a housing 
problem with population growth 
beating government and private 
sector efforts to build enough flats 
to meet demand. To try to bridge 
the supply and demand gap, the 
government allowed more private 
companies to enter the housing 
market.

This resulted in enough housing 
for everybody in the country, but 
few Egyptians can afford the prices 
that have increased due to a num-
ber of factors, including a sharp rise 
in construction costs.

“The increase in the price of con-
struction materials has been steady 
over the past months,” said Ahmed 
Abdel Hamid, the head of the Con-
struction Materials Section at the 
Industries Federation. “This has, of 
course, affected housing unit prices 
and the ability of citizens to buy 
these units.”

Egypt has seen its national cur-
rency lose much of its value to the 
US dollar in recent months. At the 
beginning of the year, a US dollar 
was worth about 7 pounds at Egyp-

tian banks and a little more on the 
black market. In April, the Central 
Bank devaluated the pound to 8.88 
to the dollar at banks. The exchange 
rate of the dollar at the black mar-
ket, however, was almost double 
that figure. That led to a rise in the 
prices of all goods, including con-
struction materials.

Two years ago, flat prices aver-
aged $16,800-$28,000. Now, the 
starting price of the same flat is 
about $33,000.

Mohamed al-Hasa, a member of 
the Housing Committee in parlia-
ment, warned against the “serious” 
ramifications of not intervening in 
the housing crisis.

“When people come short of buy-
ing housing units at planned and li-
censed residential areas, they will 
have to live in the slums,” Hasa said. 
“This means that our slum problem 
will keep exacerbating so long as we 
have a housing price crisis.”

Millions of people live in Egyp-

tian slums, some of which are un-
safe. A sizeable number of people 
also live in cemeteries or on the 
streets.

Mahmoud has been living in a 
southern Cairo slum since he mar-
ried almost ten years ago. He pays 
$45 of his monthly salary of $146 
in rent. There is no sewage control 
and supplies of drinking water and 
electricity are unreliable, making 
Mahmoud’s life — as well as the 
lives of the millions of other slum 
dwellers — intolerable.

“I have been working day and 
night to collect enough money to 
buy a flat away from this slum,” 
Mahmoud said, “but this is a dream 

that becomes increasingly impossi-
ble to realise with the prices getting 
higher day after day.”

Just a few kilometres away from 
the dirty alleyways of the slum 
where Mahmoud lives, luxurious 
residential compounds have been 
built where a modest house costs 
around $77,000 — equal to the 
combined life savings of dozens of 
Mahmoud’s neighbours.

Mahmoud said he sometimes 
passes the compounds as he goes 
to and from work but feels the peo-
ple living in them belong to another 
country or another planet.

“Of course I do not dream of liv-
ing in one of these compounds be-
cause this is impossible,” Mahmoud 
said. “I just want to have safe hous-
ing for my children. Is this becom-
ing impossible too?”

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

Egypt has always had a 
housing problem with 
population growth 
beating government 
and private sector 
efforts.

Why real estate prices in Lebanon are falling
Bassem Ajami

Beirut

T 

he real estate sector and 
its derivatives represent 
20% of Lebanon’s gross 
domestic product. This 
makes it reasonable to 

assume that what happens in that 
sector provides a strong indication 
on the direction of the Lebanese 
economy.

Many argue that the real estate 
bubble in Lebanon has burst. They 
point to empty apartment buildings 
as proof that the property market 
that once thrived in the heart of the 
Middle East is no more. Optimists 
deny there was a bubble in the Leb-
anese real estate market, insisting 
the drop in prices is exaggerated.

Technically, a “bubble” occurs 
when there is a wave of frantic buy-
ing, mostly involving borrowed 
money, which drives the prices up 
without a reasonable explanation. 
This is true for real estate and most 
other commodities.

“The asking prices of apartments 
under construction in Beirut has 
dropped 1.2% in 2015,” said Karim 
Makarem, director of Ramco, a 
property agency in Beirut that has 
been in the business since 1973. He 
dismissed talk of a bubble as unre-
alistic.

The elements of a bubble are 
not there, he said, adding: “There 
is no serious leverage in the prop-
erty sector and demand will always 
be there, even if it slows down at 
times. Life will go on.”

Makarem recalled how the mar-
ket survived the 1975-90 civil war 
and recovered stronger than before. 
“The same will happen now,” he in-
sisted.

Dan Azzi, the former chief execu-
tive officer of Standard Chartered 
Bank, stated a far less optimistic 
view recently. He told a July con-
ference in Beirut on the Lebanese 
economy that the real estate sector 
was a classic bubble and that “it is 
at the beginning of a major correc-
tion”.

There is excessive supply and lim-
ited demand. Demand, he added, is 
split into three sources: local, Leba-
nese expats in the Gulf countries 
and Gulf nationals.

Azzi said that myths and over-
optimism played a major role in cre-
ating the bubble. “Today we are at 
the start of the curve, which I will 
call the destruction of myths and 
dreams. Such myths include the il-
lusion that ‘this never happened 
here before’,” Azzi said.

Apart from the fact that a real-es-
tate crash has happened in Lebanon 
before, he said, people forget that 
there is always a first time.

Azzi gave the ominous example 
of a Japanese in Hiroshima who was 
convinced on the eve of August 5th, 
1945, that his city would not be dev-
astated by a nuclear bomb “because 
it never happened before”.

Azzi described how the local de-
mand for property was restricted 
by the limited income of Lebanese 
people, while the demand by ex-
pats in the Gulf countries had been 
adversely affected by the drop in 
oil prices, which resulted in lay-
offs of many Lebanese workers in 
those countries. The third source of 
demand, from Gulf nationals, has 
eased as many of them put their 
properties on the market, having 
lost interest in Lebanon altogether.

Leverage is an important element 
of any economic bubble. It was the 
major cause of the 2008 housing 
crisis in the United States that led 
to global recession. Optimists in-
sist that restrictions imposed by the 
Lebanese Central Bank on mortgage 
lending prevent leverage from be-
coming too dangerous. Others are 
critical of the bank’s policy, while 
some dismiss such restrictions as 
easy to circumvent.

The Central Bank demands that 
the buyer provide a down pay-
ment of at least 30% of the price of 
property while commercial banks 
provide the rest as a low-interest 
loan. To help move the market, the 
Central Bank also offers subsidised 
loans as high as $500,000, which 
are subject to certain restrictions 
aimed at preventing speculation.

Jihad al-Hukayem, a real estate 
expert, is critical of the Central Bank 
policy “Why offer such high subsi-
dised loans to one person while the 
same loan can be divided among 
three buyers to purchase less ex-
pensive housing?” he asked.

Still, some developers offer 
mortgage plans outside the bank-

ing sector that are less restrictive, 
yet more dangerous. One develop-
ment company initiated a program 
in 2014 that offered so-called teaser 
loans.  With a down payment of 
5,000, clients could purchase apart-
ments under construction valued 
at $300,000, provided 30% of the 
price was settled by delivery date, 
scheduled for the end of 2017.

Azzi maintains that some lenders 
get around the law by accepting less 
than 30% down payments while on 
paper they maintain that 30% had 
been paid. This is not only leverag-
ing but sub-prime lending, he said.

Hukayem said property prices are 
not determined by the asking price, 
but by the last selling price. He said 
the reason for the fall in prices was 
the reduction in the costs of build-
ing material and the drop in value of 
the euro.

“However, the main reason is the 
drop in oil prices below $65 a bar-
rel,” he said, adding that the effects 
of the fall had not yet been felt in 
Lebanon. He agreed with Azzi that 
the market was at the beginning of a 
downturn in prices.

“Prices in Lebanon in general, not 
only in real estate, are on the way 
down for the coming five years,” 
he said, adding it was better to rent 
rather than purchase an apartment.

Bassem Ajami is a 
Lebanese-British journalist who 
lives in Beirut.

The real estate sector 
and its derivatives 
represent 20% of 
Lebanon’s gross 
domestic product.

Construction at the Tahya Misr housing project in Al-Asmarat district, Al Mokattam, eastern Cairo.

There is excessive 
supply and limited 
demand

Two years ago, flat 
prices averaged 
$16,800-$28,000. Now, 
the starting price of 
the same flat is about 
$33,000.


