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Achievements have been made...
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Considerable progress has been achieved...

... but challenges remain:

Macroeconomic Environment

Overall GDP growth figures promising:
6.4% real GDP growth 2008 (5,9 % 2009) compared
to 4.0% at the beginning of twentieth century

Oil revenue boom (slowing) in natural resource
abundant countries leading to re-investment in
infrastructure, and reduction of public debt

* Unemployment continues to be the no. 1
economic challenge in the region: despite

decrease still at 9% (2007, IMF) —11% (2007, ILO).

Participation of women in the economy continues
to be very low in most countries:
32% - labour force participation rate in 2006

Investment

Private investment and notably FDI flows increased
substantially: FDI inflows more than quadrupled —
14.1 bn USD in 2003 vs. 69.6 bn USD in 2007

Substantial increase of intra-regional FDI: 60 bn USD
between 2002 and 2006

Ambitious privatization programmes/public
investments in a number of countries

Environment
* Domestic response to investment climate reforms
weaker than foreign i

FDI stocks on a per capita basis are low compared
to global benchmarks

* Regional and sectoral disparities persist:
Investment targeted at few MENA countries and
specific sectors

Financial Markets

Significant progress in liberalising financial markets
and deepening financial systems

Available liquidity in resource-rich countries
stimulating development of the financial sector

e Financial market crisis demonstrate need for
better regulation and institutional investors

Access to finance limited, particularly for emerging

enterprises 3
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Key steps from analysis (BCDS and other tools), investment rule-
making and marketing/ promotion
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Evolving Trends in Investment Laws
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Key Relevant Themes of Investment Laws
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Trends : Investment Laws
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Regulation of Entry

Ensure that there are no entry restrictions for target sectors.
Ensure that entry regulations are transparent (negative list approach).
Ensure full national treatment of the foreign investor after establishment.

Screening and Approval Procedures

Guarantee that screening and approval procedures are transparent and
predictable, based on clearly defined considerations.

Guarantee right to judicial review of decision.

Provide good institutional frame to guarantee that procedures are
conducted in an efficient and timely manner.
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Two approaches in MENA
|

[
TRANS-SECTORAL
Privatization/ Concession/
Public Private Partnership legislation

operative in approval planned
process
|
Anlgeria (2001) Aunisia Kgypt
Mahrain (2002) Araq

Ajibouti (1997)
Aordan (2000)
Aebanon (2000)
Aviorocco (1989/98)
AOman (2004)
Aremen (1999)

|
SECTORAL
Sector regulations/
Sector authorities (only)

Kgypt

Aibya

:5Qatar

Aingdom of Saudi Arabia
A“oyria

Aunited Arab Emirates/ Abu
Dhabi
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A FDIl inflows greatly improved in many countries of the region,
however, risk of reversal in current crisis;

7z

A Need to continue work on FDI restrictiveness and general
investment climate instruments (investment laws,
privatisation/PPP legislation, lIAs);

A BCDS tool and identification of competitive sectors should be
considered when issuing Investment laws and negotiating
International Investment Agreements;

A Framework including state of the art investment regulation
and IlAs need to be communicated as part of the investment
promotion strategy: Investor perception is key, especially
during the crisis
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Thank you for your attention!

Dr. Alexander Bohmer
Head of Unit
MENA-OECD Investment Programme
OECD Private Sector Development Division
Alexander.Bohmer@oecd.org

A
Al

O



—

A-OECD

MENA-
INVESTMENT

PROGRAMME

Annexes




W O

 MENA-OECD

nnnnnnnnnnn

GDP Growth Rate Forecasts for selected countries and regions
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Development of selected Stock Indices in 2008
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FDI inflows
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FDI inflows
Selected Middle Eastern countries

Source: UNCTAD (2002-2008)
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FDI inflows
millions of USD, 2007

Yemen
UAE
Tunisia
Syria
SaudiArabia
Qatar
Palestine
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Morocco
Libya
Lebanon
Kuwait
Jordan
Iraq
Egypt
Djibouti
Bahrain

Algeria
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Source: UNCTAD (2008).
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Source: UNCTAD (2008).



FDI Regions in comparison

MENA: Algeria, Bahrain, Djibouti, Egypt, Irag, Jordan, Kuwait, Lebanon, Libya, Morocco, Oman, Palestinian National Authority, Qatar, Saudi Arabia,
Syria, Tunisia, UAE, Yemen

Latin America & The Caribbean: Anguilla, Antigua & Barbuda, Aruba, Bahamas, Barbados, British Virgin Islands, Cayman Islands, Cuba, Dominica,
Dominican Republic, Grenada, Haiti, Jamaica, Montserrat, Netherlands Antilles, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the
Grenadines, Trinidad and Tobago, Turks and Caicos Islands, Belize, Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Falkland Islands, Guyana, Paraguay, Peru, Suriname, Uruguay, Venezuela

South East Asia: Brunei Darussalam, Cambodi a, I ndonesi a, Lao Peopl eds Demo.a
Thailand, Viet Nam (ASEAN)
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FDI inflows summary
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OPPORTUNITY

FDI inflows have increased considerably during the last few years,
fuelled by privatisations of state-owned enterprises, diversification
efforts, improved regulatory frameworks and strong regional growth.

CHALLENGE

Still, FDI has remained unevenly distributed with Saudi Arabia, Egypt, and

the UAE taking the Il i1 on’s share

Indications that recent financial crisis poses risk of reversal of FDI flows,
no decoupling —risk perception remains for some countries,
restrictiveness still high

C
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. FDI and portfolio investment into the region suffers
. Intra-regional investment flows affected
. Capital markets in MENA countries
. Capital for needed infrastructure investment (project finance market)
. But: commodity price correction, strengthened US dollar will benefit GCC => inflation

pressures ease, oil importers benefit from lower prices

=> Risk perception again crucial

=> Regulatory frameworks important
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Financial Crisis Challenge: 2009

Growth forecast for Middle East for 2009 is 5.9%, stronger than
the 0.1% growth forecast for the G7 Countries group and matching
the 6% growth forecast for emerging markets (IMF-WEO, October
2008).

GCC Governments' large fiscal surplus (forecasted at around USD
300 billion in total for 2008) provides fiscal flexibility to manage
any risks

The recent drop in crude oll price will impact the fiscal surplus;

however, even in a lower price scenario, the surplus will remain
'large enough' to follow expansionary fiscal policies.

The break-even price for crude oil to balance Government budgets
ranges between USD 25 and USD 35 per barrel for individual GCC
Countries
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A  Project finance has dried up, deals struggling to secure
funding

A Almost all commercial banks operate in region unable to
offer long-term financing

A Water and power plants projects, 6 economic cities in
KSA are suffering, but must go ahead if growth to be
sustained

A Pressure on governments to take action

A Governments either to guarantee financing or step in
themselves, problems of capacity

A Setback for drive to private sector led growth and
reduction of role of state in the economy




