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Gulf finance sector
catching up with the
fintech revolution
N.P. Krishna Kumar

Dubai

W

ith new financial
technology (fintech)
start-ups promising
cheaper and faster
options for financial
institutions and private customers,
the Gulf region is trying to catch up
with the trend, with the UAE and
Bahrain in the lead.
Suvo Sarkar of Dubai-based Emirates NBD said the fintech movement, which comes with “a perfect
storm of rising customer expectations, expanding venture capital
funding and an increased pace of
technological evolution,” is going
to affect traditional banking and finance players.
“Fintechs usually focus on either
the first or last mile of the bank-client interaction and provide digital
alternatives that are more efficient,
less expensive or offering a better
user experience,” he said.

Banks and fintechs are
collaborating to
provide superior
solutions to customers.
“However, most struggle with
gaining traction on growing their
customer base as well as scaling up
their business model quickly. On
the other hand, banks continue to
own strong customer relationships
and lead on factors like security,
trust and transparency.”
Sarkar said banks and fintechs
are “increasingly getting the best of
both worlds by developing a paradigm of collaborating with each
other and jointly providing superior solutions to customers.”
He explained that Emirates NBD,
with a connect, collaborate and create philosophy that is central to its
innovation process, engages with
entrepreneurs and disruptors in
search of ideas that will elevate the
banking experience for their customers.
“Last year, we launched the

Emirates NBD Fintech Challenge
and invited fintech experts, startups and individual developers and
innovators from across the world to
present their ideas and prototypes,”
Sarkar said. “We also launched the
Emirates NBD Future LabTM, an
incubator with a start-up ethos that
engages with teams internally and
externally to enhance services.”
Financial regulators in the Gulf
Cooperation Council are taking the
lead in establishing fintech leadership and financial services hubs in
the region, creating an eco-system
for start-ups and supporting budding entrepreneurs in the sector.
Abu Dhabi Global Market (ADGM)
was the first in the MENA region to
have a live fintech regulatory regime and first regulatory laboratory
(Reglab) in 2016. In the first half of
2017, Dubai International Financial
Centre (DIFC) launched its accelerator FinTech Hive to help facilitate
collaboration between cutting-edge
technology companies and the
leading regional and international
financial institutions. In June, the
Central Bank of Bahrain (CBB) announced new regulations to create
a regulatory sandbox that would
allow start-ups and fintech firms to
test and experiment their banking
ideas and solutions.
Chris Kiew-Smith, head of fintech
strategy at ADGM, remarked that
“regional cooperation among regulators across the Gulf and the Middle East will be crucial to establishing a vibrant fintech ecosystem.”
“We are already seeing large established banks [work together]
with digital offerings, such as the
Abu Dhabi Investment Bank-Fidor
partnership. Financial institutions
are beginning to see the massive
benefits to increasing market share,
reducing costs and helping make
the Gulf and the Middle East a leading global centre of cutting-edge financial services,” Kiew-Smith said.
He said ADGM established a
streamlined venture capital framework to ensure sustainable funding for entrepreneurs and “make it
easier for venture capital firms to
set up in ADGM.”
David Parker, executive directorfinancial services at the Bahrain
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Economic Development Board
(EDB), said venture capital funding
and support is getting better “but
there’s much more we can do.”
Bahrain has introduced several
reforms, such as the new investment limited partnership law, that
would help make it easier to establish venture capital funds in the
country and is looking to introduce
a central fund to help support entrepreneurs.
“The regulatory sandbox in Bahrain makes it easier for entrepreneurs and established businesses
to innovate and Fintech Bay, the
physical space that we expect to
launch later this year, will help to
boost the emerging fintech community here, bringing together
people from different areas,” Parker said.
“Of course, one of the things that
make this space so exciting is that
you can’t predict exactly how the
sector will evolve in a few years.
However, I think the general direc-

tion is that fintech innovation —
whether driven by entrepreneurs
or existing players in the sector — is
going to create new products and
services that can meet the changing needs of consumers.”
In Bahrain, the fintech front is
growing and looking to expand
to serve the region. Some of the
more promising start-ups include
Paytabs, which offers payment
solutions for business to business
operations; Eazy Financial Services, offering technologies and innovative solutions to the financial
sector; and Sadad, which provides
online express payment solutions.
“I think it’s fair to say that the region has been a bit of a late starter
in fintech but we’re catching up
very quickly and learning from the
experience of others around the
world,” Parker said.
N.P. Krishna Kumar is a
Dubai-based contributor to
The Arab Weekly.

Egypt foreign exchange reserves on the rise
Hassan Abdel Zaher

Cairo

T

he recent increase in
Egypt’s foreign currency
reserves is expected to
improve the country’s
credit rating, resulting in
a boost in investors’ and international financial institutions’ confidence in the economy and helping
the country meet the needs of its
people, analysts said.
“The presence of enough foreign
currency reserves at the central
bank means that our country is capable of honouring its financial obligations,” said economist Ali al-Idrisi. “This automatically raises the
national credit rating and increases
the confidence of international financial institutions.”
By the end of July, foreign currency reserves totalled $36.3 billion, the highest since 2011. A few
days before the 2011 uprising that
ended the rule of autocrat Hosni
Mubarak, Egypt’s foreign currency
reserves were nearly $37 billion.
The reserves started to drop,
however, as revenues from tourism
and exports fell due to the unrest.
Reserves totalled less than $12 billion by the time Islamist President

Muhammad Morsi was ousted
in July 2013.
This was catastrophic for importdependent Egypt. Cairo needed
more than double the amount of its
foreign currency reserves to secure
the needs of its people for at least
six months, including to provide
wheat necessary for making tens
of millions of loaves of bread eaten
every day.
Finance Minister Amr el-Garhy
attributed the recent increase in
reserves to economic reforms the
government has initiated since last
November 2016.
“The reforms have been effective in addressing problems in the
economy and gaining international
applause,” Garhy said. “The rise in
the reserves is a sign of improving
economic conditions and this improvement will translate into higher economic growth in the future.”
The reforms included the flotation of the Egyptian pound, a significant slashing of fuel, water and
electricity subsidies and raising
taxes on non-essential imports.
The flotation of the pound, made
to eradicate a rampant foreign currency parallel market, caused the
national currency to lose most of its
value, leading to an unprecedented
surge in commodity prices.
Cutting fuel subsidies raised the

Saudi billionaire Prince Al-Waleed
bin Talal is to invest more than $800
million in hotels in Egypt, the Egyptian Ministry of Investment and International Cooperation said.
The investment would include
transforming the Four Seasons resort in Sharm el-Sheikh into “the
biggest resort in the world,” the ministry said. The plan also calls for hotels to be built in the Mediterranean
town of El Alamein and in Madinaty
east of Cairo.
The bin Talal investment is “expected to surpass about $800 million” and the projects would be carried out with Egyptian real estate
developer Talaat Moustafa Group.

cost of transport and consequently
the price of commodities in the
market. These decisions prompted
a backlash from the public but the
rise in foreign currency reserves
shows the measures paid off.
The slashing of the subsidies and
the pound flotation reduced the
budget deficit 10.9% by the end of
the 2016-17 fiscal year, which ended
in June, compared to 12.5% in the
previous fiscal year, state figures
indicated.
The economic growth rate rose to
4.9%, compared to 4.5% in the corresponding period of the previous
fiscal year.
Egypt’s exports rose 8% in the
first half of 2017, reaching $11.1 billion, compared to $10.3 billion in
the first half of 2016, Foreign Trade
Minister Tarek Qabil said. Imports
fell 30% in the first half of 2017,
reaching $24 billion, he said.
Those improvements boosted
confidence in the economy, especially among entrepreneurs and
businessmen looking for investment opportunities.
“Improving economic indicators will inevitably reflect on the
total volume of investments,” said
Sherine el-Shawarby, a former assistant finance minister and a professor of economics at Cairo University. “Countries with strong and

promising economies are the ones
investors always look for.”
Egypt has revamped its investment laws with an eye on procuring
investments from other countries,
especially oil-rich Gulf states with
whom the Egyptian leadership enjoys strong ties.
In the 2016-17 fiscal year, Egypt
received $8.7 billion in foreign direct investments compared to $6.9
billion in the previous fiscal year,
the Investment Ministry said. Investment Minister Sahar Nasr said
she expected Egypt to receive $10
billion in foreign direct investments
in the fiscal year that began July 1.
Egypt still needs to translate
those indicators into better standards of living for its people, economists said. This can only be done
by reining in runaway commodity
prices and bringing inflation down.
Commodity prices have risen almost 200% since the pound flotation in November and core inflation
was 31.95% in June, compared to
30.6% a month earlier.
“This very high inflation rate
eats away at people’s income and
makes most of them incapable of
satisfying their basic needs,” Idrisi
said. “This opens the door for an
increase in the number of the poor,
which can have serious social and
security implications.”

Production from Libya’s largest
oil field was returning to normal
after being disrupted by protesters
who broke into a control room in the
coastal city of Zawiya, the National
Oil Corporation (NOC) said.
Libya’s Sharara field has been producing about 270,000 barrels a day
(bpd), accounting for about onequarter of the country’s output. It
has been key to a revival in Libya’s
oil production, which climbed to
more than 1 million bpd in late June
from just more than 200,000 bpd a
year ago.
The NOC gave no reason for the
protest in Zawiya, which began August 6.
(Reuters)

Iran signs its
biggest car deal
with Renault
Iran signed the country’s biggest
car deal to build tens of thousands
of cars annually under a joint venture with French automobile manufacturer Groupe Renault.
Renault and other European companies are looking to rebuild their
presence in Iran. Renault said that,
in the first half of 2017, its sales in
Iran more than doubled to 68,365
vehicles — a nearly 10% market
share.
The deal will see Renault produce
150,000 vehicles a year in Iran at a
plant 120km outside Tehran. The
plant will produce Duster and Symbol cars starting in 2018.
(The Associated Press)

Egypt curtails
access to
subsidised food
Egypt is curtailing access to ration cards used by three-quarters of
the country’s 93 million people to
buy subsidised food items, the latest move in the government’s ambitious economic reform plan.
A government decree, which went
into effect August 9, denies access
to the cards to people earning more
than $84 a month. It also limits beneficiaries to families of up to four
members. It’s unclear what happens
to impoverished families with five
or more members.
The decree doesn’t affect current
card holders.
(The Associated Press)

