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Cairo

T 

here has been an unprec-
edented rise in deposits 
in Egyptian banks but 
the trend is doing lit-
tle to encourage invest-

ments or increase market activity, 
analysts said.

Deposits at banks rose $53 bil-
lion from August 2016 through 
August 2017 to $169.4 billion, the 
Central Bank of Egypt said. Econo-
mists attribute the rise to the suc-
cess of Egyptian banks in securing 
greater market liquidity.

“Saving schemes introduced by 
the banks succeeded in encourag-
ing members of the public to save 

their money, not spend it,” said 
Abdel Raouf al-Idrisi, an econom-
ics professor at Egypt’s October 6 
University. “These saving schemes 
absorbed most of the money in the 
market.”

Egyptian banks have introduced 
a range of products, including 
special saving schemes with in-
terest rates of 16-20%. The high 
rates countered an unprecedented 
surge in commodity prices after 
the weakening of the Egyptian 
pound.

The saving plans attracted bil-
lions of dollars. Many of those 
who had hoarded US dollars, in 
the hopes of profiting from rising 
exchange rates, sold dollars to pur-
chase high-interest saving certifi-
cates. From November 2016 and 
November 2017, Egyptians traded 
in $57 billion to local banks, Dep-
uty Central Bank Governor Gamal 
Negm said.

The banks introduced the saving 
schemes to rein in runaway infla-
tion, which was at a three-decade 
high. They wanted to eradicate a 
foreign currency parallel market 
by encouraging Egyptians to sell 
the foreign currencies and create 
a greater demand for the Egyptian 
pound.

“The banks’ saving schemes at-
tracted huge amounts of money, 
liquidity that would have been in 
circulation in the market, which 
could have increased the inflation 
and weakened the national cur-
rency even more,” Idrisi said.

The rise in the deposits was ac-
companied by an increase in all 
economic indicators.

Real gross domestic product 
(GDP) rose by a revised 5% in the 
fourth quarter of the 2016-17 fiscal 
year, and averaged a 4.6% increase 
over the second half of the year, 
which represented the fastest 

growth since 2009-10, the Central 
Bank said. 

Commodity exports grew by 
10% in the fourth quarter while 
commodity imports fell by 14%, 
successfully narrowing Egypt’s 
trade deficit by 26%, according to 
the office of the presidency. 

The rise in bank deposits re-
flected a change in Egyptians’ 
saving culture, economists said.  
However, this has not been accom-
panied by an increase in demand 
by local investors for loans.

“One reason this is happening 
is that bank interests on loans are 
very high,” said Ashraf al-Arabi, 
a member of the Egyptian Par-
liament’s Economic Committee. 
“Instead of investing their money, 
people are buying saving certifi-
cates to benefit from high interest 
rates and few people are ready to 
pay the high borrowing interest.”

The interest rate on some loans 

was 20%, which is scaring inves-
tors away, he said. The banks do of-
fer loans with lower interest rates 
to small-project developers and 
tourism investors but big projects 
that can move the economy for-
ward and contribute to job crea-
tion tend to require borrowing at 
higher interest rates.

“One can easily claim that the 
deposits have turned into a load 
on the banks, with few investors 
approaching these banks for loans 
at the current interest rates,” said 
economist and tax consultant 
Khaled al-Shafie. “The banks need 
to reduce the interest rates for bor-
rowing a bit if they want to incen-
tivise investments and encourage 
individuals and institutions to 
borrow.”

Hassan Abdel Zaher is a 
Cairo-based contributor to 
The Arab Weekly.

Beirut

L 

ebanon needs substan-
tial overhauling of its 
infrastructure and basic 
services from water and 
electricity to roads and 

transportation that the government 
has neither the funds nor the ex-
pertise to conduct. The best answer 
to the country’s development re-
quirements are projects carried out 
in partnership between the public 
and private sectors, so-called PPP 
projects.

Ziad Hayek, secretary-general of 
the government’s Higher Council 
for Privatisation and Partnership, 
is categorical, saying: “PPP is fan-
tastic. It is exactly what we need, 
because we have to build our infra-
structure and the government does 
not have money, while the private 
sector has money to spend on infra-
structure.”

Lebanon engaged in PPP ven-
tures when it was one of the world’s 
biggest reconstruction sites after its 
1975-90 civil war but first attempts 
at PPP were non-starters.

“We had many PPP projects but 
none of them had worked because 
the government did not really un-
derstand what PPP projects are 
about and treated them like normal 
procurements by running tenders 
to select the lowest bidder,” Hayek 
said.

He explained that PPP projects 
entail negotiations and detailed 
agreements about risk sharing and 
mitigation of services.

“When we say public-private 
partnership, we mean partnership 
in risk so we have to sit and discuss 
who is taking what risk, how are 
we helping each other mitigate the 
risks, who is better placed to take 
a particular risk, how can we val-
ue these risks, etc. Then the price 
would be the result of that discus-
sion,” he said.

The failed solid waste manage-
ment tender that led to a garbage 
collection crisis and popular pro-
tests in 2015 is a best example of 
PPP projects that never saw the 
light, Hayek noted.

“The private sector was willing to 
take financing risk, operation risk, 
market risk, foreign exchange risk 
but it was not ready to take political 
risks,” he said. “When you tell the 
private sector you should find the 
area for the landfill, which is a po-
litical issue, it will not accept or ask 
for very high prices.”

Parliament ratified a PPP law in 
August after ten years of lobbying. 
Henceforth, all partnership pro-
jects that would be prepared by 
the government, public adminis-
trations and municipalities will be 
governed by this law.

Mohamed Choucair, chairman of 
the Chamber of Commerce, Indus-
try and Agriculture in Beirut and 

Mount Lebanon, welcomed the law 
stating that “there is liquidity in the 
banks and a lot of investors who 
have the will to invest in the coun-
try’s infrastructure.”

Hayek underlined the impor-
tance of applying the law properly 
to reactivate investments and cre-
ate jobs for professionals and blue-
collar labour.

“Finally we have PPP legislation 
that establishes transparency and 
a PPP unit of professionals who un-
derstand what PPP is and can nego-
tiate on behalf of the government.”

“We have suffered from chronic 
unemployment for decades because 
the government never had any jobs 
programme, forcing many young 
professionals to emigrate,” Hayek 
said. “PPP projects create jobs be-
cause they are large long-term pro-
jects that employ thousands of peo-
ple, including engineers, managers, 
lawyers, programmers.”

Under the new PPP law, the High-
er Council for Privatisation and 
Partnership would be the author-
ised party for approving, beginning 
and managing projects and it would 
act as the liaison between the pri-
vate sector and government bodies.

“I am in a hurry to get PPP pro-
jects on track and running as soon 
as possible,” Hayek said. “The eco-
nomic situation in Lebanon is so 
dire and I worry that we will not be 
able to start collecting the benefits 
of PPP before we have a collapse of 
our economy because our system is 
so centralised and the political situ-
ation in the country does not help.”

Rani Achkar, senior engineer at 
the Lebanese Centre for Energy 
Conservation (LCEC), which is af-

filiated with the Ministry of Water 
and Energy, pointed out that the 
government has launched several 
PPP projects for power production 
from wind and solar energy.

“Bidders have been selected and 
licences granted for the implemen-
tation of three PPP projects for pro-
ducing wind energy with a total 
capacity of 200 megawatts. We are 
in the final phase of negotiations re-
garding the power purchase agree-
ment,” Achkar said.

Tenders have been submitted for 
12 PPP projects for the production 
of solar energy in different regions 
of Lebanon with a total capacity of 
120-180 megawatts.

“We have received 42 offers, 
which we will have to evaluate in 
order to select 12 bidders. Such pro-
jects will definitely help reduce the 
chronic power shortage in the coun-
try by exporting more energy to the 
grid. At the same time, this will in-
crease the security of supply, help 
diversify the sources of energy and 
reduce [carbon dioxide] emissions,” 
Achkar said.

All projects are expected to start 
commercial operation by 2020, he 
added.

Hayek said he is hopeful that, 
with the new law, the government 
will start doing PPP projects the 
“right way.”

“We have many Lebanese com-
panies that are already working on 
PPP projects in Africa, the Middle 
East, Asia and America so why not 
have them do the same projects 
here in Lebanon?” he asked.

Samar Kadi is The Arab Weekly 
Travel and Society section editor.
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Turkey’s inflation 
hits highest level 
since 2003

South Sudan owes 
Sudan $1.3 billion 
from 2012 oil deal

Iran inaugurates 
Indian Ocean port

Russia did not 
clear Kurdistan 
operations 
with Baghdad

Turkey’s inflation in November 
hit its highest annual rate in 14 years 
at nearly 13%, official data indicate.

Consumer prices rose 12.98% in 
November from the same period in 
2016, the state statistics agency said, 
the highest annual rate recorded 
since December 2003. Inflation was 
reported at 11.9% in October.

Monthly inflation was up 1.49% 
in November from October, with 
transport, clothing and food show-
ing strong rises.

(Agence France-Presse)

South Sudan owes Sudan $1.3 bil-
lion from a 2012 deal that ended a 
dispute over oil payments between 
the two countries, the deputy fi-
nance minister said before he was 
sacked.

The previously undisclosed 
amount is equivalent to eight years 
of oil revenues for South Sudan at 
current prices, former Deputy Min-
ister Mou Ambrose Thiik said. He 
spoke to Reuters about the debt 
December 1 and was removed from 
his post by President Salva Kiir later 
that day.

(Reuters)

Iran inaugurated a long-awaited 
new port at Chabahar, in south-east-
ern Iran. The facility is designed to 
become a major trade hub linking 
India and Africa with Central Asia.

The first three shipments — In-
dian wheat to Afghanistan — were 
unloaded December 3, the Iranian 
ports organisation said.

(Agence France-Presse)

Russian Energy Minister Alexan-
der Novak did not discuss opera-
tions by Russian oil companies in 
Iraq’s Kurdistan region with the 
Iraqi prime minister or oil minister 
during his trip to Iraq, the Iraqi Oil 
Ministry said.

“At a time when the Oil Min-
istry welcomes all international 
oil companies to invest and work 
in Iraq, it also affirms that oil is a 
sovereign resource and therefore all 
contracts… should be signed with 
the federal government and the Oil 
Ministry,” it said in a statement.

“Anything contrary to that means 
these entities are liable for all the 
consequences, legal and financial 
responsibilities and damages result-
ing from that.”

Novak had tweeted that the gov-
ernment of Iraq had no objections 
regarding operations by Russian oil 
companies in the semi-autonomous 
Kurdistan region of northern Iraq.

(Reuters)

BriefsEgypt’s rising bank deposits offer 
little help to investment climate

Public-private partnership projects aim 
to shore up Lebanon’s faltering economy

Hassan Abdel Zaher

Samar Kadi

Greater liquidity. A customer checks US dollars in a bank in Cairo. 
(Reuters)

The deposits have turned 
into a load on the banks, 
with few investors 
approaching these banks 
for loans at the current 
interest rates.

Economist and tax 
consultant Khaled al-Shafie

Lebanon has 
launched 15 PPP 
projects for power 
production from 
wind and solar 
energy.
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