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Economy
Despite Egypt reforms, investors seen wary of returning
Maram Mazen

Cairo

E

gypt is pursuing a raft of
reforms to revive an economy weakened by years of
turmoil but analysts say
successfully wooing foreign investors will take time.
Since the 2011 uprising, the Arab
world’s most populous country
has suffered a slump in key tourism revenues, slowing economic
growth and investment, doubledigit inflation and falling foreign
currency reserves.
In November, the International
Monetary Fund (IMF) approved
a $12 billion loan for Egypt after
the government committed to reforms including floating the Egyptian pound, which subsequently
plunged against the US dollar.
Authorities pledged a new investment law with tax incentives, a
“one-stop-shop” to simplify investment procedures and a new bankruptcy law.
“Egypt’s economic recovery will
come with a lag, until the government follows through on reform
policies with a successful implementation,” said Hany Farahat, a
senior economist at the Egyptian
investment bank CI Capital.
Authorities have also introduced
a value-added tax and cut fuel subsidies, moves the IMF said were required to fix government finances
and boost investor confidence.
“Everyone is expecting 2017 to
be a difficult year,” said Walid Allam, the chief financial officer in
Egypt for Swiss elevator manufacturer Schindler, “but we expect
that starting in 2018 there will be a
bit of a revival. We are talking about
a state, not a company that would
take a decision and profit from it after a week or two.”
Foreign direct investment in
Egypt fell from a peak of $13.2 billion in the fiscal year ending in June
2008 to $6.8 billion in the year ending in June 2016.
The tourism sector in particular is
reeling from years of upheaval and
a series of jihadist attacks, includ-

Hoping for economic recovery. The third line of Cairo’s Metro, which is under construction. 					
ing the 2015 bombing of a Russian
airliner carrying holidaymakers
from the popular Red Sea resort of
Sharm el-Sheikh.
Even before the tumultuous 2011
uprising that ousted longtime president Hosni Mubarak, Egypt’s economy was suffering from decades of
structural problems and delayed
reforms, said Ahmed Abdelnaby,
a strategist at Mubasher Financial
Services.
Investors will need time to see
the government’s commitment to
reforms if the business climate is
overhauled, he said.
One of the challenges for Egypt
is to diversify its sources of foreign
currency, said political economist
Amr Adly, non-resident scholar at
the Carnegie Middle East Centre.

This is particularly important as
the main sources now — workers’
remittances, crude oil exports, the
Suez Canal and tourism — “proved
to be very volatile and cannot be
depended on”, said Adly.

One of the challenges
for Egypt is to
diversify its sources
of foreign currency.
A key part of the government’s efforts should be directed to improve
the business climate and reduce bureaucracy for small and medium enterprises and not just foreign investors, he said, adding that this would
help boost local industries including agriculture and manufacturing.

Potential investors are keen to
see additional structural reforms
before committing to long-term
investments, said Esraa Ahmed,
an economist with Mubasher. She
said more than half of the problems
facing investors still need to be resolved.
“Investors have always suffered
obstacles in procedures, corruption and bureaucracy. Reforming
these issues will take some time,”
she added.
The former chairman of the General Authority for Investment, Ziad
Bahaa-Eldin, said fixing “genuine
barriers” to investment would have
a bigger effect than a new investment law.
These include “the state’s unclear economic and social vision,
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its competition with the private
sector in all fields, the spread of
corruption, and clogged, slow
courts, as well as security and political conditions,” he wrote in an
article for the Ahram Online news
website.
Despite the remaining challenges, there are signs that investors are responding positively to
the reforms. In January, Egypt sold
$4 billion of dollar-denominated
bonds on international markets, almost double its initial target.
“Every time I attend a discussion one can sense that officials are
aware of everything they should be
doing,” said an official at a multinational company.
(Agence France-Presse)

Kuwait turns Silk Road into massive causeway
Omar Hasan

Kuwait City

K

uwait is building one
of the world’s longest
causeways to its remote
north where it will pump
billions of dollars into developing Silk City, aiming to revive
the ancient Silk Road trade route.
The oil-rich emirate is eager to
inject life into the uninhabited Subbiya region on its northern tip that
has been chosen as the location for
Silk City. Investment in the Silk City
project is expected to top $100 billion, and a 5,000-megawatt power
plant has been built in Subbiya.
The plan is to reinvigorate the
ancient Silk Road trade route by establishing a major free trade zone
linking the Gulf to central Asia and
Europe.

come, which made up 95% of public
revenues, the emirate has pledged
to keep spending on capital projects almost intact. Kuwait boasts a
$600 billion sovereign wealth fund
and is in the middle of a 5-year development plan stipulating investments worth $115 billion.
“The causeway project is a strategic link connecting Kuwait City to
the northern region,” said Ahmad
al-Hassan, assistant undersecretary
for road engineering at the Public
Works Ministry.

He said that in addition to the
fully integrated residential Silk
City, other economic ventures are
planned for Subbiya and its surroundings. A large container port is
under construction on nearby Bubiyan, Kuwait’s largest island.
Completing the causeway and
harbour projects will help transform the area into a commercial
and investment hub with a freetrade zone planned on five small
islands nearby.
The causeway project consists of

the main bridge north to Subbiya
and a 12.4km bridge running west,
dubbed the Doha Link. The two
bridges start from the same point at
Shuwaikh Port, the country’s main
commercial port.
“If we take the Subbiya bridge
alone, it is the fourth longest in the
world,” Hassan said.
The Lake Pontchartrain Causeway in the United States is the
world’s longest bridge over water,
stretching 38.44km.
The two Kuwaiti bridges are

Investment in the
Silk City project is
expected to top
$100 billion.
The 36km bridge, three-quarters
of it over water, will cut driving
time between Kuwait City and Subbiya to 20-25 minutes from 90 minutes now. At a cost of $3 billion, the
Sheikh Jaber Al-Ahmad Al-Sabah
Causeway, named after the emir
who died in January 2006, is one of
the largest infrastructure ventures
in the region.
Despite the sharp drop in oil in-

Ahmad al-Hassan (L) Kuwaiti assistant undersecretary for road engineering at the public works
ministry and project engineer Mai al-Messad walk at the construction site of the Jaber Causeway in
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scheduled for completion in November 2018, project engineer Mai
al-Messad said.
“We have already completed 73%
of the project and hope to finish it
ahead of the contractual period,”
Messad said.
The bridge is between 9 metres
and 23 metres above sea level.
The Silk City project has been
proceeding slowly but the government recently sent a draft bill to
parliament to establish a special authority to oversee development in
the area. Parliament is expected to
soon debate the bill.
Under the original blueprint,
the city’s completion date was
2030 and the city was to include a
1,001-metre tower and a population
of 700,000.
In late 2015, the cabinet gave the
green light to establish a free economic zone on the five islands near
Subbiya and the coastlines of Iraq
and Iran. It is hoped that once complete, the zone, spread over several
thousand square kilometres, will
become the economic gateway to
the northern Gulf.
However, nothing tangible has
been done to advance the free economic zone project itself.
The Subbiya Causeway contract
was awarded to a consortium led by
South Korea’s Hyundai Engineering
and Construction Company along
with Kuwait’s Combined Group
Contracting Company.
Another South Korean firm, GS
Engineering and Construction, won
the smaller Doha Link contract.
(Agence France-Presse)

