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Economy

Oil producers 
to extend cuts

French prime 
minister in 
Morocco to boost 
trade, cooperation

Dubai-based 
group to complete 
further Turkish 
acquisition in 2018 

Iraq aims to 
increase Kirkuk 
oilfield output

Oil producers are expected to 
unanimously extend a production 
cut accord but its duration is being 
discussed, the UAE energy minister 
said.

“I think this group of committed 
and responsible producers came 
together… and I think they will con-
tinue to do what it takes to take us to 
the next level,” UAE Energy Minister 
Suhail al-Mazroui said at an interna-
tional oil conference in Abu Dhabi.

He said 158 million barrels of sur-
plus crude oil remain on the market 
and “we need to reduce that, which 
means there is a potential for exten-
sion.”

Mazroui said there was near-
unanimity among the 24 OPEC and 
non-OPEC producers that agreed a 
year ago to cut output by 1.8 million 
barrels per day.

He said he had “not heard any-
one” speak of allowing the exten-
sion to expire, although the dura-
tion of the new extension would be 
“subject to discussion.”

(Agence France-Presse)

French Prime Minister Édouard 
Philippe travelled to Morocco to 
reinvigorate trade and coopera-
tion with the kingdom, which has 
been steadily positioning itself as a 
regional economic powerhouse fo-
cused on Africa instead of its former 
colonial ruler.

Philippe arrived November 15 in 
Rabat for a two-day visit and met 
with Moroccan Prime Minister Saad 
Eddine El Othmani.

(The Associated Press)

Dubai-based Abraaj Group will 
complete at least one acquisition in 
Turkey in the first half of next year, 
a senior executive said, as it looks 
to deploy the remainder of its $500 
million Turkey fund.

The Abraaj Group, which has had 
a presence in Turkey since 2007, 
took a minority stake in Turkish lo-
gistics firm Netlog Lojistik in July.

“We will complete at least one 
acquisition in the first half of next 
year,” Abraaj Group executive Selcuk 
Yorgancioglu said on the sidelines of 
an event in Istanbul.

(Reuters)

Iraqi Oil Minister Jabar Ali al-
Luaibi said Iraq plans to increase 
production from oilfields in Kirkuk 
to 1 million barrels per day and has 
visited the Bai Hasan and Avana 
fields to order work be accelerated 
to restore operations soon, the min-
istry’s spokesman said.

Exports from oilfields in Kirkuk 
have been on hold since Iraqi forces 
took control of them from the Kurds 
in October.

(Reuters)

Briefs

Tunis

I 

nflation in Tunisia jumped to 
its highest level in almost four 
decades in October, adding to a 
financial crisis that has seen un-
employment increase and the 

economy stagnate.
Economic experts struggled to 

explain why an economy with low 
production and high joblessness 
could yield such high inflation. It 
has put a strain on Tunisians who 
have seen their standard of living 
decrease since the 2011 uprising that 
overthrew former President Zine el-
Abidine Ben Ali.

“It is difficult to convince these 
people that freedom and democracy 
cannot be gauged by the prices of 
fruits and vegetables in the market,” 
wrote economist Marouen Achouri 
in an opinion piece in Business 
News. “It is also difficult to ignore 
the anguish and the anger of these 
people when they do the grocery 
shopping.”

“Prices are flaring up for no ap-
parent reason and it is difficult 
for many people to put food on 
their families’ tables without 
feeling bitter” at the increase in  

prices, he added.
During a parliament debate over 

next year’s draft budget, MP Maher 
Madhioub cast doubt on civil au-
thorities’ ability to address the issue 
and called on the army to control 
prices.

“I say this with all respect… but 
we have reached a red line when a 
citizen is not able to buy goods of 
basic necessity,” Madhioub said at 
the meeting, which was attended 
by Tunisian Prime Minister Youssef 
Chahed and 28 ministers. “I call on 
the National Security Council to 
tackle the issue of the prices and or-
der the national army to control the 
market to bring the consumer prices 
to their normal levels.”

Madhioub is a member of the Is-
lamist Ennahda party, which con-
trolled key ministries during most of 
post-2011 period. Until September 6, 
the Trade Ministry was run by Zied 
Ladhari, Ennahda’s secretary-gen-
eral.

The National Security Council, 
led by President Beji Caid Essebsi, 
brings top army officers and security 
chiefs together with ministers.

Using the council to combat social 
or economic issues is uncommon 
but not unprecedented. On May 10, 
the council deployed the military to 

safeguard oil, gas and phosphate fa-
cilities in southern Tunisia after pro-
tests disrupted production.

Experts, however, predicted Tu-
nisia’s economic crisis would con-
tinue.

“The consumer price index rose to 
1.1% in October 2017,” said Mohamed 
Zarrouk, an economist and former 
chairman of the country’s Con-
sumer Defence Association. “All the 
economic figures confirm that this 
trend will persist mainly because of 
high taxation pressures in 2018, the 
imported inflation that amplifies 
the local inflation on the back of the 
decline of the value of the dinar and 
the increase of the prices of goods 
projected by the draft budget for 
next year.”

“The country would have an infla-
tion rate hovering around 15% in the 
next months on a year-to-year ba-
sis,” Zarrouk warned. “The situation 
will turn perilous and grave because 
investment generally grinds to zero 
in economies where inflation is soar-
ing.”

The government-run National In-
stitute of Statistics said the monthly 
inflation rise was due to more rap-
idly increasing prices for food and 
non-alcoholic beverages.

Inflation in Tunisia averaged 5.2% 

in the years leading up to 2017, with 
a record low of -1.4% in 1970 and a 
record high 16.7% in July 1982, when 
the country went through its worst 
economic crisis

Chahed, who has been struggling 
to reverse years of economic mis-
management, asked the country’s 
top supermarket chains to trim 
prices on fruit, vegetables, meat and 
eggs. It is unclear whether he will 
succeed in lowering prices.

“No one seems to be able to van-
quish the inflation,” wrote Soufien 
Lassoued in an opinion piece in 
Al Achourouk. “Tunisians are left 
alone paying the prices of the de-
feat in the war against higher prices. 
Successive governments promised 
to change the situation and they 
failed.”

Asef Ben Ammar, an economic an-
alyst, attributed the crisis to previ-
ous administrations’ incompetence 
and noted that high unemployment 
rates had spurred many young peo-
ple to leave the country.

“Economic wisdom has always 
(indicated) that when inflation rises 
unemployment falls. This negative 
economic trade-off is at odds with 
the economic situation in Tunisia 
because of the blunders… of succes-
sive governments,” he said.

Cairo

C 

onsumption is down 
across the country in 
Egypt amid an economic 
reform programme aimed 
at strengthening the flag-

ging economy.
“Among other things, the reforms 

aim to stimulate production and re-
duce consumption,” said Mohamed 
Maait, vice-minister of finance for 
treasury affairs, “and this is what is 
actually happening.”

Reforms, including the flotation of 
the Egyptian pound, a value added 
tax and the slashing of costly energy, 
electricity and water subsidies, were 
initiated in November 2016 to bridge 
a yawning budget deficit, increase 
foreign currency reserves and bol-
ster investor confidence.

Although the currency flotation 
led to a rise in commodity prices, 
economists said they hoped the 
middle- to long-term effects would 
be positive.

As of July 2017, electricity con-
sumption was 42% less than the 
previous year, the Central Agency 
for Public Mobilisation and Statis-
tics said. Gasoline consumption 
fell 4.2% and diesel consump-
tion 7.1% in the first quarter of  

the 2017-18 fiscal year, which began 
in July.

The reduction in energy consump-
tion means savings of billions of dol-
lars, Maait said. “The food, energy, 
electricity and water subsidies com-
bined ate up one-third of spending 
in the state budget,” he said. “We 
are saving most of this money now 
thanks to the reduction in subsidies  

and consumption.”
Despite the savings, many Egyp-

tians complained they are not seeing 
any overall positive effects, given 
high commodity prices.

One year after the currency flota-
tion, commodities that were consid-
ered basic staples are now viewed 
by many as luxury items. The prices 
of red meat and chicken are double 
what they were a year ago. The costs 
of fruit and vegetables also are high, 
with Egyptians expressing frustra-
tion at their reduced purchasing 
power.

“The government can easily claim 
that it has succeeded in convincing 
the public to rationalise their con-
sumption,” said Alia el-Mahdi, an 
economics professor at Cairo Uni-
versity. “This is not rationalisation 
but an impoverishment of millions 
of people who are no longer capable 
of meeting their basic needs.”

Almost one-third of Egypt’s popu-
lation — more than 30 million people 
— is considered poor and any rise in 
commodity prices would increase 
the number of Egyptians living be-
low the poverty line.

The government has increased 
spending on social welfare pro-
grammes and some food subsidies. 
About 70 million people are regis-
tered in Egypt’s food rationing sys-
tem. The government has increased 
funds allocated for the system and 

plans to specify more money next 
year with the total elimination of en-
ergy, electricity and water subsidies.

However, a rise in the exchange 
rate of almost all foreign curren-
cies against the Egyptian pound, 
induced by last year’s currency flo-
tation, has led to a marked decline 
in imports and a rise in exports. The 
Trade and Industry Ministry said 
Egypt’s imports dropped almost 
$10 billion (19.8%) in the first nine 
months of 2017 compared to the pre-
vious year.

Exports of many products are ris-
ing, with textiles, vegetables, fruit 
and construction materials leading 
the way.

Economists expressed concern 
that rising inflationary pressures 
and a drop in the purchasing power 
of consumers would lead to a mar-
ket recession and negatively affect 
investments.

The consumer inflation rate 
dropped to 30.8% in October, com-
pared to 31.6% in the previous 
month, but the rate is still very high, 
economists said.

“True, consumers are rationalis-
ing their consumption but this is be-
cause they cannot cope with rising 
commodity prices,” said Farag Abdul 
Fattah, an economics professor at 
Cairo University. “A market suffering 
recession is the last place investors 
will like to go to.”

Lamine Ghanmi

Record inflation adds to 
Tunisia’s economic woes

Consumption down in Egypt but high 
commodity prices remain a problem

Under pressure. A shopkeeper counts money in Tunis.         (Reuters)

The country would 
soon have an inflation 
rate hovering 
around 15%.

Tunisian economist 
Mohamed Zarrouk
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True, consumers are 
rationalising their 
consumption but this is 
because they cannot 
cope with rising 
commodity prices.

Farag Abdul Fattah, 
an economics professor 
at Cairo University


