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Dubai 
developers unveil 
mega projects 
despite downturn

Lebanon weathers 
economic shocks 
but debts mount, 
IMF says

OPEC says oil 
output dips, 
‘rebalancing’ 
under way

‘Business as usual’ 
for Qatar’s $300 
billion sovereign 
fund: CEO

Property developers in Dubai 
showcased multibillion-dollar me-
ga-projects on September 11 despite 
falling prices, in the hope of stimu-
lating demand and helping to end a 
three-year market downturn.

Exhibitors at the three-day City-
scape Global showed off models 
of high-end skyscrapers and even 
“Floating Venice,” a resort complete 
with underwater suites.

The $680 million Venice develop-
ment 4km off Dubai will have a ca-
pacity for 3,000 visitors.
(AFP)

Lebanon’s economy has shown 
resilience despite the burden of ab-
sorbing refugees from Syria’s grind-
ing conflict, but Beirut should rein 
in its sovereign debt, the Interna-
tional Monetary Fund cautioned.

“Lebanon’s economy is known 
for its resilience and it has repeat-
edly managed to weather signifi-
cant shocks,” said Chris Jarvis, who 
led an IMF delegation to Beirut this 
week to review the nation’s econo-
my.

Syrian refugees now account for 
about a quarter of Lebanon’s popu-
lation, creating an “urgent need to 
place the economy on a sustain-
able path and halt the rise in public 
debt,” Jarvis said in a statement.
(AFP)

OPEC’s oil output dipped in Au-
gust, the cartel said, a sign that sup-
ply and demand could be moving 
closer towards balance.

Production by the 14 members of 
the Organisation of the Petroleum 
Exporting Countries came to 32.755 
millions of barrels per day (bpd) last 
month after 32.834 in July, it said in 
a report, citing secondary sources.

OPEC and a number of other pro-
ducers, including Russia, agreed 
in May to extend production cuts, 
originally agreed last year, into 2018 
to ease a global supply glut and sup-
port the price of crude oil.
(AFP)

The head of the Qatar Investment 
Authority said the lingering Gulf po-
litical dispute was having little im-
pact on the $300 billion sovereign 
wealth fund of the gas-rich nation.

In a rare public appearance, 
Sheikh Abdullah bin Mohamed bin 
Saud al-Thani, chief executive at the 
QIA, said there was “no problem” 
for the fund despite the crisis pass-
ing the 100-day mark.

“We are still open for business and 
business as usual,” Sheikh Abdullah 
said in an address at the Carnegie 
Mellon University in Qatar.

“We are fine,” he added.
(AFP)
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gypt’s current unprec-
edented inflation rate is 
being driven by a mis-
guided policy to increase 
currency supply, which is 

ultimately contributing to devalua-
tion, economists say.

“Price hikes, a symptom of high 
inflation, are an inevitable result of 
the presence of too much money in 
the market,” said Alia el-Mahdi, an 
economics professor at Cairo Uni-
versity. “The presence of too much 
money supply increases demand 
for commodities, and this demand 
drives the prices up and the value 
of the national currency down.”

Egypt’s inflation rate stood at 
31.9% in August, down slightly 
from 33% in July, but still the sec-
ond highest monthly figure in 
more than 10 years. This has trans-
lated into higher prices across the 
board, with commodity prices in-
creasing by more than 100% since 
last year.

This new economic reality, cou-
pled with recent subsidy cuts, has 
deeply affected the purchasing 
power of millions of Egyptians and 
driven millions of others into pov-
erty.

Egypt’s poverty rate, now 27.8%, 
is expected to rise as inflation per-
sists, with many analysts warning 
that social discontent could even-

tually affect the political and se-
curity stability of the Arab world’s 
most populous state.

Egypt’s ambitious economic 
and financial reform programme, 
which has seen the free flotation of 
the Egyptian pound and the slash-
ing of fuel, electricity and water 
subsidies, has had overall negative 
short-term effects. But the govern-
ment has tried to assure Egyptians 
that it will ultimately lead to a more 
stable and prosperous economy.

Cairo has also received the first 
and second tranches of an Interna-
tional Monetary Fund loan of $12 
billion. The loan is being used for 
financing infrastructure projects, 
economic reforms and to help 
bridge the budget deficit.

Estimated to reach $17 billion 
in the 2017/2018 fiscal year, which 
started in July, the deficit is caus-
ing the central bank to print more 
money to cover increased spend-
ing. This is a dangerous policy, one 
that will bring huge pressures to 
bear on tens of millions of Egyp-
tians, especially the lower and 
middle classes, economists say.

“This policy does not serve the 
best interests of either the econo-
my or ordinary people,” said eco-
nomic expert Wael al-Nahas. “The 
depreciation of the national cur-
rency will take a long time to come 
to an end and it never ends before 
the unnecessary money supply 
stops.”

Egypt’s controlled foreign cur-
rency exchange rate regime kept 

the US dollar, the main import cur-
rency in Egypt, within the limits 
of 8.88 Egyptian pounds for more 
than two years before the central 
bank floated the pound last No-
vember.

But the same controlled foreign 
currency regime was costly, creat-
ing a parallel foreign currency mar-
ket that absorbed almost all foreign 
currencies in the market, emptying 
the government’s coffers.

Foreign currency reserves stood 
at less than $17 billion before the 
pound flotation, half of what the 

central bank required to secure its 
needs for the next three months, 
forcing the government to act.

Central bank officials were not 
available for comment on the gov-
ernment’s money printing policy. 
However bank figures show money 
supply between 2014 and 2017 in-
creased by 100%, from 300 billion 
Egyptian pounds ($17 billion) to 
600 billion pounds ($34 billion). By 
2018, the supply is expected to in-
crease by another 100%, which will 
raise inflation even more.

One of the reasons behind this 
increase in supply is growing 
spending, especially on civil serv-
ants’ salaries. The salaries of the 
nation’s 6 million civil servants eat 
up a third of the state budget every 
year. In 2011, civil servants’ salaries 
were $5.5 billion. In 2015, this fig-
ure stood at $13 billion.

To bring inflation down and 
drive the value of the national cur-
rency up, Egypt’s financial authori-
ties need to stop printing money, 
stimulate production and reduce 
spending, economists said.

“These measures can keep the 
lid on the runaway inflation rate, 
but the results will not be immedi-
ate even if the authorities start act-
ing now,” said Mukhtar al-Sherif, 
an economics professor at al-Azhar 
University. “This means that infla-
tion-induced public suffering will 
continue for some time.”

Ahmed Megahid is an Egyptian 
reporter based in Cairo.
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lgeria’s central bank 
allowed the value of 
the country’s currency 
to drop to a historic low 
against the euro, driving 

concerns about inflation and social 
instability. Lower oil prices and 
shrinking foreign currency reserves 
have left the government unable to 
shore up the dinar’s depreciating 
value and offset economic 
hardships.

The government previously 
handed out interest-free loans to 
young people, raised wages and 
provided free housing to improve 
living conditions and ward off 
protests from a restive population 
in times of high oil prices but the 
severity of the current problem has 
made such policies untenable.

The dinar has shed 13.5% of its 
value against the euro this year, 
with most of the depreciation 
accelerating in the last three 
months. Financial expert Samir 

Allam said the euro was worth 
a record 132.03 dinars on  
September 3.

While the US dollar fell slightly 
against the dinar over the first eight 
months of the year, one dollar was 
worth 109.87 dinars on August 
24, not far off the record value of 
111.51 dinars to the dollar, Algerian 
economist Ali Ait Idir said.

At Algiers’ Square Port Said, the 
main foreign exchange market for 
the country’s parallel economy, the 
dinar’s decline was even steeper, 
with one euro trading for around 
194 dinars.

“We anticipate one euro for 
200 dinars later in September,” 
one trader told Tout sur l’Algérie 
website, citing increased demand 
for the euro from importers in the 
informal market.

Powerless to boost exports 
outside of oil and gas sales, 
which account for 94% of its total 
exports, Algeria has little room to 
manoeuvre.

The central bank, officially called 
Bank of Algeria, keeps the dinar 
in a managed float against major 
currencies. It hopes this will curb 
imports, which have been eating 
away at foreign currency reserves 
and brought the economy closer 
to what Prime Minister Ahmed 
Ouyahia has warned could be a 
“national catastrophe.”

The government has limited 
imports since early 2016 but that 
has not produced the needed 
result. Algeria’s imports cost an 
estimated $15.42 billion during 
the first four months of this year 
compared to $15.44 billion for the 
same period last year, government 
figures showed.

The figures reflect the country’s 
reliance on foreign markets to feed 
its people and supply its economic 
machine. Food imports totalled 
$2.8 billion for the first four months 
of this year, up 8% from the same 
period last year. Capital goods 
imports rose 11.3% to $5.9 billion, 
government data showed.

The value of oil and gas exports 
rose 37% to $11.2 billion from 
January through April compared 

to the same period in 2016. Other 
exports totalled $685 million, up 
13% from the same period last year.

Foreign currency reserves were 
approximately $108 billion on  
July 1, Central Bank Governor 
Mohamed Loukal said. Reserves 
stood at $114 billion last December 
and $195 billion at end of 2014.

Algerian President Abdelaziz 
Bouteflika has repeatedly urged the 
government to keep the reserves 
steady to “defend the country’s 
sovereignty.”

A change in oil prices prompted 
the central bank to adopt a managed 
floating exchange rate in 1996, 
breaking its former rigid exchange 
system that was reliant on the US 
dollar. The central bank has since 
used the exchange rate to absorb 
the shock of falling oil prices.

Nour Meddahi, an economics 
professor at Algiers University who 
studied the Central Bank’s policy 
from 2014-16, said the adjustment it 
made at that time was “necessary… 
following the collapse of oil prices.”

He said “the dinar declined 28% 
versus the dollar from June 2014 
and the end of May 2016 and lost 
13.2% of its value compared to the 
euro for that period when the price 
of oil slumped 55%.”

While economists said a weak 

dinar helps the government cut 
imports, plug the budget deficit 
and increase oil sales abroad, 
ordinary Algerians feel differently. 
The middle class is hit especially 
hard by the change, with many 
struggling to buy consumer goods 
from the parallel market, which 
accounts for an estimated 52% of 
the country’s economy.

“A poor dinar reflects Algeria’s 
economic and financial weakness,” 
said Allam. “Bad news has been 
piling up over the past few months. 
The oil price fails to increase that 
much despite OPEC efforts. The 
decline of the US dollar versus 
the euro further reduces the 
international purchasing power of 
the country.”

Economists noted that when 
the dinar falls, the prices of 
imported goods go up and become 
less affordable. This is especially 
problematic in a country that meets 
much of its population’s basic 
needs — such as food and medicine 
— through imports.

The dinar’s fall increased 
inflation, which rose 6.4% in 2016 
compared to 4.8% the previous 
year, said the state-run National 
Office of Statistics, which reported 
a 6.9% inflation rise for the first five 
months of 2017.

Ahmed Megahid

In Egypt, excessive money supply bolsters inflation

Algerian dinar at record low as 
government strives to protect reserves

The depreciation of the 
national currency will 
take a long time to come 
to an end.

Economic expert 
Wael al-Nahas
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Historic low. A man counts Algerian dinar banknotes in 
Algiers city.                   (Reuters)

The adjustment the 
central bank made at that 
time was “necessary… 
following the 
collapse of oil prices.

Nour Meddahi, 
an economics professor at 
Algiers University 


