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Egypt lifts limit on 
foreign currency 
transfers

Algeria’s 
Bouteflika urges 
spending cuts, 
warns on foreign 
debt

Oil output to 
expand faster 
than demand 
in 2018: IEA

Egypt has lifted a $100,000 annu-
al cap for foreign currency transfers 
abroad in a move that signals pro-
gress towards easing a dollar short-
age and potentially strengthening 
investor confidence.

The decision applies to individual 
bank transactions.

Egypt set the cap in early 2011, 
after a popular uprising forced long-
time autocrat Hosni Mubarak to step 
down. Years of unrest since then 
have crippled the economy, includ-
ing the vital tourism sector, and 
weakened the Egyptian pound.

Egyptian Central Bank Governor 
Tarek Amer said in a statement that 
the move, which comes as part of an 
economic reform plan, would con-
tribute to attracting foreign invest-
ment and increase dollar inflows.

(The Associated Press)

Algerian President Abdelaziz 
Bouteflika ordered the government 
to further reduce imports and ra-
tionalise spending to cope with a 
sharp fall in oil and gas earnings but 
he warned against turning to foreign 
debt.

Energy earnings of Algeria, an 
OPEC member, collapsed with the 
decline in global crude prices and 
the country has instituted austerity 
reforms to offset falling revenues 
from energy sales, which account 
for approximately 60% of its budget.

In a statement from the presi-
dency, Bouteflika urged the newly 
appointed government to enact 
budget cuts in a 2017 law but avoid 
foreign loans, suggesting instead 
“unconventional” internal funding.

(Reuters)

Global oil output will expand 
faster than worldwide demand next 
year, primarily as US producers 
rack up production, and that could 
hamper exporters’ efforts to prop 
up prices, the International Energy 
Agency (IEA) said.

A day after OPEC complained 
that increased output in the United 
States was slowing efforts to rebal-
ance supply and demand in the oil 
market, the IEA suggested that the 
dynamism of US producers could 
prove a headache for exporters.

“In 2018, we expect non-OPEC 
production to grow… slightly more 
than the expected increase in global 
demand,” the IEA wrote in its June 
monthly report.

“Our first look at 2018 suggests 
that US crude production will grow 
year-on-year… but such is the dy-
namism of this extraordinary, very 
diverse industry it is possible that 
growth will be faster,” the report 
said.

“Our first outlook for 2018 makes 
sobering reading for those produc-
ers looking to restrain supply,” the 
IEA said.

(Agence France-Presse)

BriefsQatar closes helium plants amid Gulf rift
Stephen Kalin and Tom Finn

Dubai

Q atar, the world’s second 
largest helium producer, 
has closed its two he-
lium production plants 
because of the econom-

ic boycott imposed by other Arab 
states, industry sources said.

The helium plants operated by 
RasGas, a subsidiary of state-owned 
Qatar Petroleum (QP), were shut af-
ter Saudi Arabia closed its border 
with Qatar, blocking overland ex-
ports of the gas, a QP official said. 
RasGas is 70% owned by QP and US 
giant Exxon Mobil has 30%.

Phil Kornbluth, head of US-based 
industry consultancy Kornbluth 
Helium Consulting, said his sources 
had confirmed the closure.

The closure of the plants is a 
sign of how the rift between Qatar 
and Arab powers could affect com-
modities markets. Saudi Arabia, the 
United Arab Emirates, Egypt and 
Bahrain cut diplomatic and trans-
port ties June 5, accusing Qatar 
of supporting terrorism, a charge 
Doha denies.

Qatar’s exports of liquefied natu-
ral gas at Ras Laffan have been unaf-
fected by the boycott.

The effects on the global helium 

market were expected to be de-
layed, as consumers use up exist-
ing stocks and work out alternative 
supply options. Shipping by sea di-
rectly from Doha or through Oman 
would add complexity, risk and 
cost.

If the diplomatic dispute lasts 
more than a month, however, Ko-
rnbluth predicted there would be 
a global shortage and the last time 
that happened, prices doubled.

“Helium is the single commodity 
that is affected most by this block-
ade because it’s probably the only 
thing where Qatar is a major world 
producer and the supply has been 
completely cut off,” he said.

Helium is used to cool super-
conducting magnets in medical 
magnetic resonance imaging (MRI) 
scanners, as a lifting gas in balloons 
and airships, as a gas to breathe in 
deep-sea diving and to keep satel-
lite instruments cool. It is derived 
from natural gas during processing.

The two plants shut by Qatar have 
a combined annual production ca-
pacity of approximately 2 billion 
standard cubic feet of liquid helium 
and can meet about 25% of total 
world demand for the gas, RasGas’s 
website stated.

Kornbluth said the helium plants 
shut down after filling all available 
shipping containers and storage 
tanks. He forecast the closure was 
costing RasGas revenue.

Helium, best known as a gas for 
filling party balloons and making 
the voice squeaky, is difficult to cap-
ture and store. The United States is 
the biggest producer in what is a 
$4.7 billion industry, Mordor Intel-
ligence said. Demand for the gas, 
driven particularly by Asia’s boom-
ing manufacturing industry, is on 
the rise.

US reserves are dwindling due to 
the lack of helium production from 
its oil and gas fields, and the coun-
try has already had to start import-
ing helium from Qatar. Other he-
lium-producing countries include 
Algeria, Russia, Canada and China, 
the US Geological Survey said.

Japan’s Iwatani, which supplies 
helium to China and South-East 
Asia, said it had a month’s supply in 
stock. A spokesman said it was con-
sidering exporting on ships from 
a Qatari port or sourcing from the 
United States.

German industrial gases com-
pany Linde said it was working on 

meeting customers’ requirements 
via helium sources in Australia, Al-
geria and the United States.

Air Water, which imports from 
Qatar and sells in Japan, shifted its 
helium supply automatically to the 
United States, a spokesman said.

A source with direct knowledge 
of the matter said South Korea’s im-
porters, which source one-third of 
their helium from Qatar, could suf-
fer heavily.

“We might have an indirect im-
pact if US helium prices go up,” the 
source said.

Reuters

Shut until further notice. The logo of RasGas is seen on its 
building in Doha, Qatar.                                                                      (Reuters) 
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hen Hassan Ro-
hani took office as 
Iranian president 
just more than four 
years ago, there was 

widespread sentiment the coun-
try’s economy was heading for the 
bad times. Firebrand President 
Mahmoud Ahmadinejad had styled 
his time in office with defiance with 
the West and Iran’s internation-
ally sanctioned nuclear programme 
combined unhelpfully with a loose 
monetary policy to over-stretch the 
Iranian economy.

While Saudi Arabia was hosting 
US President Donald Trump in Ri-
yadh for the Arab Islamic Ameri-
can Summit — during which much 
of the talk centred on the threat 
from Iran — Rohani was celebrat-
ing a convincing re-election victory. 
With high voter turnout — 73% — 
Rohani exceeded expectations with 
his comfortable margin of victory, 
securing 57.1% of the vote to decide 
the election without a run-off.

Rohani is considered a pragmatist 
in Iran’s political arena but his re-
election strengthens a mandate to 
broaden a reform programme that 
has promised more freedom for Ira-
nians, reintegration with the inter-
national community and, crucially, 
a structural economic turnaround.

When Rohani took office in 2012, 
inflation was more than 40% and 
threatening the collapse of the Ira-
nian rial. Iran’s economy had con-
tracted 7% in 2012 and the coun-

try’s international isolation over its 
nuclear programme was creating 
bleak economic prospects — even 
for a “resistance economy” that had 
survived economic sanctions for 
decades.

As the Rohani government got to 
work in controlling economic con-
traction, the collapse of oil prices 
in 2014 shocked Iran with a harsh 
reality check to remove hopes the 
economic situation could be turned 
around quickly. Iran remains a 
country heavily reliant on oil in-
come, with oil exports representing 
about 70% of government revenues. 
However, the Rohani government 
successfully cut economic contrac-
tion to less than 2% in 2014.

The biggest boost to Iran’s econ-
omy, however, arrived in 2015 after 
Iran successfully negotiated the 
Joint Comprehensive Plan of Agree-
ment (JCPOA) with the P5+1. Sanc-
tions relief following the JCPOA 
made the economic recovery much 
stronger as Iranian oil output re-
turned to pre-sanctions levels of 
around 4 million barrels a day and 
Iran’s economy grew about 7%. Per-
haps the most important economic 
achievement of Rohani’s first term 
was bringing runaway inflation 
down to 9% and stabilising the cur-
rency.

Yet, while Iran’s gradual eco-
nomic recovery has been promising 
under Rohani it remains a work in 
progress with much left to do. With 
oil production close to utilising any 
spare capacity, Iran’s economic 
prospects hinge on its non-oil sec-
tors — with agriculture and services 
expected to drive growth.

While Iran’s economic growth 
is stabilising and the World Bank’s 
medium-term outlook predicting 
4% growth, expansion in its non-
oil sectors remains subdued over-
all. Current growth trajectories do 
not allow Iran to create the jobs it 
needs for its labour market quickly 
enough, creating its biggest chal-
lenge moving forward, especially 
given current high levels of youth 
unemployment.

Rohani’s domestic economic re-
form agenda will target the banking 
sector, private sector competitive-
ness and infrastructure moderni-
sation. Reforms will aim to bring 
Iranian banks in line with Basel 
banking norms, which involve 
stricter transparency and compli-
ance frameworks. Enhancing com-
petitiveness will help better regu-
late business activity, encouraging 
entrepreneurship and small- and 
medium-sized enterprise (SME) 
growth. Infrastructure modernisa-
tion in a post-sanctions period will 
provide economic stimulus and di-
rection as Iran seeks to attract tour-
ism and become a trade gateway to 
landlocked Central Asian countries.

These are all important structural 
reforms that the Rohani govern-
ment will expect to push through, 
especially with its new public man-
date. However, what Iran needs, 
even more, is foreign direct invest-
ment (FDI) and proper reintegra-
tion into the global banking system 
— both of which have been slow and 
uncertain.

Though JCPOA lifted more than 
90% of nuclear-related economic 
sanctions against Iran, unilaterally 
imposed US non-nuclear sanctions, 
including banking restrictions, re-
main in place.

Uncertainty about US policy and 
sanctions against Iran has allowed 
the United States to maintain an 
indirect but important lever over 
Iran’s economy. Foreign investors 
have been reluctant to move into 
Iran fearing penalties from the US 
Treasury and, while SWIFT banking 
services have been restored with 
dozens of Iranian banks, the coun-
try has not fully connected to the 
Western banking system.

Without FDI and proper recon-
nection to the international bank-
ing system, Iran’s non-oil sector 
will struggle to meet its growth am-
bitions, producing worrying con-
sequences for unemployment and 
inflationary risks just as the govern-
ment plans further spending cuts to 
balance its books.

As such, the looming challenge 
for Rohani as he attempts to imple-
ment his reform agenda to recon-
figure the national economy ulti-
mately relates to its international 
standing and ability to remove lin-
gering uncertainty, especially the 
impact of US policy towards Iran.

Tehran must find ways to cir-
cumvent American pressure and 
influence that is slowing, if not al-
together scaring away, foreign in-
vestors but there are no straightfor-
ward solutions. The United States 
maintains major concerns with Iran 
on sensitive issues such as Iran’s re-
gional footprint, proxy groups and 
ballistic missile programme.

Iran could offer the US compa-
nies lucrative opportunities as its 
economy opens up — the $17 bil-
lion deal with Boeing to acquire 
80 civilian airliners is an example 
of how. However, strategic issues 
in Iran are controlled by Supreme 
Leader Ayatollah Ali Khamenei and 
the powerful Islamic Revolutionary 
Guards Corps and both will almost 
certainly offer no space to Rohani to 
negotiate.

The conundrum would have been 
more delicately poised but Trump’s 
visit to Riyadh may have kicked off 
a new era of US policy and coopera-
tion with allies in the Gulf. Qatar is 
feeling the heat but the target is as 
much Iran. It is too early to read 
what happens next but it appears 
Rohani and the Iranian economy 
have become beholden to issues 
beyond their control and a storm is 
forming on the horizon.

Sabahat Khan is a senior analyst at 
the Institute for Near East and Gulf 
Military Analysis (INEGMA).
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