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Libya’s NOC chief 
defiant in dispute 
with Tripoli 
government

Dubai firm may 
harvest icebergs for 
water

Saudi Arabia 
launches military 
industries company

The head of Libya’s National Oil 
Corporation (NOC) said he was de-
termined to fend off an attempt by 
the UN-backed government to ap-
propriate energy sector powers and 
said settling a dispute with Germa-
ny’s Wintershall over a contract was 
a “top priority.”

NOC Chairman Mustafa Sanalla 
said output from NOC subsidiary 
Waha Oil Co could rise by 80,000 
barrels per day (bpd) in the coming 
weeks and that staff had returned to 
parts of the Sirte basin for the first 
time in more than two years.

NOC pledged to work with the 
UN-backed Government of National 
Accord (GNA) but relations soured 
over NOC budget disputes and after 
the GNA issued a decree granting 
itself powers over energy contracts.

(Reuters)

Dubai’s The National Adviser Bu-
reau Limited has drawn up plans to 
harvest icebergs in the southern In-
dian Ocean and tow them 9,200km 
to the Gulf, where they could be 
melted for fresh water and marketed 
as a tourist attraction.

“The icebergs are just floating in 
the Indian Ocean. They are up for 
grabs to whoever can take them,” 
Managing Director Abdullah al-She-
hi said. He hopes to begin harvest-
ing them by 2019.

The firm would send ships to 
Heard Island, an Australian na-
ture reserve in the southern Indian 
Ocean, where they would find truck-
sized chunks of ice. Workers would 
secure them to the boats with nets 
and embark on a year-long cruise to 
the United Arab Emirates.

The company said that, since most 
of the icebergs’ mass is underwater, 
they would not melt significantly 
during the voyage. Shehi said each 
iceberg would hold about 76 billion 
litres of fresh water that could be 
harvested without costly desalina-
tion, which currently provides near-
ly all the Gulf region’s water.

(The Associated Press)

Saudi Arabia’s Public Investment 
Fund (PIF) announced the launch 
of a state-owned military industrial 
company aimed at contributing 
more than $3.7 billion to the king-
dom’s gross domestic product by 
2030.

The new Saudi Arabian Military 
Industries will seek to provide more 
than 40,000 jobs by 2030, the PIF 
said in a statement.

“The company will seek to be a 
key catalyst… to localise 50% of to-
tal government military spending in 
the kingdom by the year 2030,” up 
from 2% now, Saudi Deputy Crown 
Prince Mohammed bin Salman bin 
Abdulaziz was quoted as saying by 
state news agency SPA.

“It will lead the military indus-
tries sector to increase local content, 
increase exports and bring foreign 
investment to the kingdom by en-
tering into joint ventures with major 
international military industry com-
panies,” he added.

(Reuters)
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A 

recommendation by the 
International Monetary 
Fund (IMF) calls on 
Egypt to raise interest 
rates to rein in runaway 

inflation, a condition that poses an 
economic problem for Cairo, econo-
mists said.

“We either raise the interest rate 
or risk keeping the inflation as is,” 
said Rashad Abdo, an economics 
professor at Cairo’s Helwan Univer-
sity. “This is an intricate situation 
that needs creative solutions.”

Egypt’s consumer price inflation 
peaked at 32.5% in March — the 
highest since the mid-1980s — af-
ter officials ended the decades-long 
controlled foreign exchange rate 
regime in November 2016. That was 
done to eradicate a rampant for-
eign currency parallel market and 
qualify for a $12 billion loan from 
the IMF.

Foreign currency reserves stood 
at $19 billion at the time of the flo-
tation but jumped to more than $23 
billion just one month later. The fig-
ure now stands at $28.6 billion with 
economists agreeing that the move 
dismantled the parallel foreign cur-
rency market.

However, the move also resulted 
in a massive devaluation of the 
Egyptian pound, which has hit con-
sumers hard.

Rising prices means that every-
day goods are becoming increasing-
ly unaffordable. Red meat, which 
before the flotation sold for $4.40 
a kilo, costs $8.30 a kilo. The ex-

change rate of the US dollar is 18.15 
pounds, up from 8.8 pounds before 
the flotation. For import-dependent 
Egypt, such a weak national curren-
cy is disastrous, economists said.

To deal with inflation, the IMF ad-
vised Egypt to raise the basic inter-
est rate to encourage Egyptians to 
deposit their savings. Interest rates 
were “the right tool” to curb infla-
tion, IMF Middle East Director Jihad 
Azour said.

The Egyptian Finance Ministry 
said it would consider the IMF rec-
ommendation, although it was not 
thought that receipt of the IMF loan 
was contingent on implementing 
the recommendations.

“Everything is subject to discus-
sion with the IMF,” Deputy Finance 
Minister Mohamed Moiet said.  “We 
are also still considering all options 
to bring this high inflation rate 
down.”

Egypt received the first $2.75 
billion of the 3-year IMF loan on 

November 12. The second tranche 
— $1.25 billion — is to be delivered 
in the second half of June, the IMF 
announced during a recent visit to 
Cairo.

Economists said raising interest 
rates could create more harm than 
good because reduced demand 
would impede economic growth, 
raise the cost of borrowing and in-
crease unemployment.

“These consequences must be 
taken into account by monetary and 
financial planners before applying 
the IMF recommendation,” Abdo 
said. “The people are suffering al-
ready and they cannot accept any 
more pressures on their budgets.”

Egyptian President Abdel Fattah 
al-Sisi expressed concern over the 
prospect of Egypt having to raise 
interest rates. In a May 1 phone 
conversation with local channel 
ONTV, he said such a move would 
put further pressure on the nation’s 
banks and would raise commercial  

interest rates.
To absorb liquidity following the 

pound flotation, Egyptian banks 
raised savings interest rates to 15% 
and 20%, from 7% and 8% before 
the flotation, attracting tens of bil-
lions of pounds. Egyptians’ de-
posits in the country’s banks have 
exceeded $150 billion, Moiet said. 
That also, however, put pressure on 
the banks’ budgets.

A new investment law, passed re-
cently despite delays, aims to bring 
foreign investment back to the 
country by streamlining bureau-
cratic procedures. The law includes 
incentives such as a 50% tax dis-
count on investments in underde-
veloped areas and government sup-
port for new projects.

Government figures indicate that 
direct foreign investment jumped 
39% in the first half of the current 
fiscal year to $4.3 billion, with even 
more investment expected in the 
second half of the year.

However, raising interest rates 
could threaten this by slowing eco-
nomic growth and increasing un-
employment. Egyptian economists 
said that the IMF recommenda-
tions, while working on paper, often 
failed to account for local realities in 
Egypt.

“This is why we need to think of 
other solutions to this problem,” 
said economist Wael el-Nahas. “In-
stead of raising the interest rate, we 
can increase production, something 
that will create more supply, which 
will reduce prices at the end and 
create jobs for the nation’s unem-
ployed workers.”

Amr Emam is a Cairo-based 
contributor to The Arab Weekly.
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E 

gypt is hoping that a long-
awaited investment law 
will remove hurdles to 
the flow of foreign capital 
and simplify investment 

procedures but economists said it 
would take more than new legisla-
tion to attract investors.

“The law is a good step, which re-
flects the government’s keenness on 
improving the investment climate 
here but other things are needed 
for investors to come,” said econo-
mist Amr Hassanein. “For investors 
to come, they need infrastructure, 
transparency and a sound monetary 
system.”

It is hoped that Egypt’s invest-
ment law, approved by parliament 
on May 7 after more than two years 
in the legislative process, will stimu-
late economic growth.

The legislation offers investors 
unprecedented tax and customs 
exemptions, price breaks on land in 
some areas and paid-for infrastruc-
ture development. Investors placing 
industrial projects in investment-
deprived areas, including southern 
Egypt, would be repaid half the 
amount they paid for land used by 
the projects if they start production 
within two years after getting the 
land.

The government would pay 
for technical training of work-
ers in industrial projects and in-
vestors would be allowed to hire 
foreigners for up to 20% of their  

total workforce.
By Egyptian standards, the in-

centives are revolutionary. Invest-
ment and International Cooperation 
Minister Sahar Nasr said the entice-
ments were designed to turn Egypt 
into a foreign investment magnet.

The new law sought to simplify 
investment procedures, boost trans-
parency, accelerate the resolution of 
investment disputes and boost gov-
ernance, she said in a statement.

However, some local economists 
faulted the measure for giving away 
too much.

Egypt, which has received tens of 
billions of dollars in aid from the oil-
rich Gulf states over the past three 
years, is seeking to generate new 
investment at a time when aid is de-
clining.

Egypt has a poverty rate that is 
on the rise (27.8%), a high unem-
ployment rate (12.5%) and high in-
flation (32.5%). New investment is 
indispensable to addressing these 
problems and boosting economic 
growth, economists said.

“You cannot make the economy 
grow, create jobs or reduce poverty 
without investment,” said Bassant 
Fahmi, a member of parliament’s 
Economic Committee. “Invest-
ments are a matter of life or death 
for our country.”

Egypt’s economy grew 3.9% in the 
2016-17 fiscal year, which will end in 
July, up from 3.6% growth the pre-
vious fiscal year. The government 
hopes the economy will grow 5% 
during the 2017-18 fiscal year and in-
vestment represents a central pillar 
of its growth plan.

In the first half of the current fis-
cal year, foreign direct investment 
stood at $4.3 billion, representing a 
39% rise compared to the same pe-
riod of the previous financial year.

To reduce poverty and unemploy-
ment and hit economic growth tar-
gets, Egypt needs to attract foreign 
investment of up to $15 billion in the 
2017-18 fiscal year, Finance Minister 

Amr al-Garhi said.
However, it is very possible that 

Egypt will meet these targets, econ-
omists said, given its untapped in-
vestment potential.

“Look at the economic map and 
you will get to know those vast 
opportunities are available here,” 
Fahmi said. “Egypt is a huge market 
and has a location that makes it an 
important link between Africa, the 
Arab region and Europe.”

Egypt also wants to invite inves-
tors’ attention to what it describes 
as the drivers of its economic devel-
opment.

The Egyptian government is par-
ticularly touting the Suez Canal 
project as an investment magnet. It 
aspires to attract billions of dollars 
in investment in shipbuilding, ship 
maintenance, industrialisation and 
logistics.

Oil and gas are also promising 
fields with recent natural gas dis-
coveries expected to bridge the gap 
between production and consump-
tion when they come online this 
year and later produce enough to be 
exported.

Egypt is also inviting internation-
al mining companies to explore its 
eastern desert amid expectations 
that gold is present in relatively 
large amounts.

Nonetheless, economists said in-
vestors would not turn to Egypt un-
less the country also takes steps to 
address administrative corruption 
and improve transparency.

Egypt was ranked 116th out of 140 
countries in the 2015-16 Global Com-
petitiveness Report produced by the 
World Economic Forum. It came in 
122nd in ease of doing business in 
the World Bank’s Doing Business 
Report 2016.

“Laws are not everything but 
when it comes to actual practice, 
investors need easy administrative 
procedures, a transparent legal sys-
tem and local administrations free 
of corruption,” Hassanein said. “So, 
it is necessary that our government 
addresses problems in these sectors 
to make the law more effective.”

Hassan Abdel Zaher is a
Cairo-based contributor to 
The Arab Weekly.
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Cherished commodity. Egyptian man selects flatbread at a market 
in Cairo.                                                      (Reuters)

‘Good step.’ Headquarters of the National Bank of Egypt (NBE) in Cairo.

Egypt’s new 
investment law, 
approved by 
parliament on May 7, 
was more than two 
years in the making
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