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Commodity prices remain hlgh
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Global commodity price developments Brent crude oil price prospects'
Index; 2007=100 U.S. dollars a barrel
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Sources: Bloomberg; and IMF staff calculations.
'Derived from prices of future options on April 19,2012.
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Prospects for world GDP growth

(Annual percent change)

90% confidence interval
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Downside risks:

*Further escalation of Euro area crisis
*Oil supply concerns (risk of higher
oil prices)

*Excessively tight macroeconomic

— policies in advanced economies

*Disruption in global bond and

currency markets

T — T

2009 2010 2011 2012

Source: IMF, World Economic Outlook.
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MENAP: risks from Iinks with Europe
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Trade and remittances linkages with Europe Local currency assets of European subsidiaries and
Percent of total branches
Percent of GDP, 201 |
' 35
Jordan .
| 30 :
pakiscan 1N B Funded by local deposits
25 B Funded from international
Egypr
[ 20
syria
yria s
Mauricania 0
]
Morocco 5
.. [ .
Tunisia 0
0 20 40 60 80 100
B Exports to Europe (2011) Sources: Bank for International Settlements; and IMF staff calculations.
Remittance inflows from Europe (2009) 'Central and Eastern Europe (excluding Russia and Turkey).
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Oil importers: domestic and external shocks in 20I I-I2

Social unrest P .
Political change Oil prices higher

Growth decline
Unemployment rising
Less policy space

/ AN

: : Slower global growth
Regional spillovers :
Eurozone turmoil

Middle East and Central Asia
Regional Economic Outlook Update, April 2012 I

MENAP oil importers



oF NGNS E IO 5 e o v =
Growth forecasts successively revised downward
MENAP oil importers: real GDP growth'
Percent
6

— April 2011 REO October 2011 REO @ April 2012 REO

5 Average 2000-2009

2010 2011 2012 2013

Sources: National authorities; and IMF staff calculations.
'Excludes Syria from 201 | onwards.
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Slow recovery likely in e

MENAP oil importers: Real GDP growth projections
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April 2012 WEO projections

ange of growth trajectories from a sample
of past international political crises
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Sources: National authorities; and IMF staff calculations.
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Downturn some countrles affected more than others
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Real GDP
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External inflows wiII continue to welgh on growth
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Tourism arrivals Foreign direct investment inflows

Annual percent change, 201 | Percent of GDP
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Sources: National authorities; and IMF staff calculations.
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Unemployment has mcreased f om already hlgh Ievels

Unemployment rate

Percent
20 18.9
B 2010 2011
16
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12
2.1 9.0
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., 1IN
Pakistan Morocco Egypt Jordan Tunisia

Sources: National authorities; and IMF staff calculations.
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Pollcy response: hlgher spendlng, malnly on sub5|d|e

Percent of GDP, 2011 versus 2010

Offsetting
cuts in capital
expenditure can
impact growth

N W A~ UL

@ Total government expenditure

-4 W Wages and salaries [l Subsidies and transfers
B Capital expenditure Other
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Sources: National authorities; and IMF staff calculations.
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Incidence of energy subsidies

Egypt Jordan Morocco Mauritania
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Sources: National authorities; and IMF staff calculations.
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As a result, 0|I |mporters pollcy space is greatly reduced

Fiscal space and reserves buffers

® 2010 v 2011
12
Lebanon @— —Y
10
8 Ve

Egypt #f Jordan
6 —9
Morocco
2 Tunisia

4 W@ Pakistan ‘/.

Gross international reserves
(in months of next year’s imports)

-10 -8 -6 -4 -2 0
Fiscal balance (percent of GDP)

Sources: National authorities; and IMF staff calculations.
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Credltworthlness |nd|cators have taken a hlt

Foreignh and local currency sovereignh rating downgrades by S&P
End-2010 to present

A- Morocco'
BBB+

Tunisia

7/13/11

BBB 3/16/11

Jordan
BBB- : I

2/8/11
BB+ { \

11/23/11
10/18/11

11/24/11 -—vr _
B+ 2/10/12 ‘a Pakistan
s Egypt 30

Lebanon

Local currency sovereign ratings

B B+ BB- BB BB+ BBB- BBB BBB+ A-
Foreign currency sovereign ratings

Sources: Rating agencies; and IMF staff calculations.
' The change in domestic rating for Morocco reflects a change in methodology.
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Financing Needs, Middle Income MENA Oil Importers'
(in billions of U.S. dollars)

Projections

2012 2013
Current account deficit (excl. official transfers 27.6 25.0
External amortization 19.6 20.3
External gross financing needs 47.2 45.4
Budget deficit (excl. grants) 36.9 35.6
Public external amortization 15.1 15.5
Fiscal financing needs? 52.0 51.1
Public short-term domestic debt? 103.6 102.8

Sources: National authorities, and IMF staff estimates and projections.

'Comprises Egypt, Jordan, Lebanon, Morocco, and Tunisia. No data available for Syria.
2Assuming full domestic rollover, zero external rollover.

3Remaining maturity basis.
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Malntalnlng stablllty in a volatlle environment
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Ensure
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. Respond to
| social demands |

confidence |

22 Short-term challenges
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Moving from stablllzatlon to transformatlon
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| governance employment
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Inclusive Growth
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Reforms needed in most areas...
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Competitiveness rankings, 2011-12!'

Emerging Asia — MENAP oil importers — MENAP oil exporters ----
Market size
. 120
Global Competitiveness Infrastructure
100
- 80 : "
Institutions Macroeconomic stability
. . Health and primary
Technological readiness education
Business sophistication Higher ed_ueatlon and
training
Innovation Goods market efficiency
Flnanela! merket abor market efficiency
sophistication
Sources:World Economic Forum, Global Competitiveness Report, 201 1-12

'Economies are ranked from | to 143, with first place being the best.
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to address chronlcally hlgh unemployment

Unemployment rates by region

2010

35

Tunisia
= 30 - Jordan '
S Egypt o
S MENA
o 25 - ’ F )
§ Lebanon .
S Syrla ‘
3 2 , @ Central and Eastern Europe
A Developed economies a U. ‘
£ South-East Asia and Morocco
c ) .
> 5 th%’auﬁc @ Latin America and the Caribbean
E O O
2 o - World  Sub-Saharan Africa
® East Asia
5
4 6 8 10 12 14

Total unemployment rate (percent)

Sources: International Labor Organization; national authorities; and IMF staff calculations.
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Oil exporters posmve outlook but vulnerabilities remain

However Country-specific shocks

Near-term Positive Outlook

* High oil price

* Oil production rebalanced A\
* Non-oil GDP growth robust

Downside risks to global
economy

Rising break-even oil prices

Deficits in some countries
Healthy external sector:

® Gross reserves exceed $1 trillion
* Current account surpluses expanding

Middle East and Central Asia
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On average, strong growth dynamics

MENAP oil exporters: real GDP growth and oil prices

140 7

9 Crude oil price, US. dollars per barrel (left scale)
Real GDP growth, percent

130 6
120 $115 5
$110
110 $1 4
100 3
90 2
80 $ |
70 0
2010 201 | 2012 2013

Sources: National authorities; and IMF staff calculations.
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Contribution to real GDP growth

Percent

Rest of oil exporters GCC

Bl Oil GDP Non-oil GDP

I

2
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Sources: National authorities; and IMF staff calculations.

Middle East and Central Asia
Regional Economic Outlook Update, April 2012 29 MENARP oil exporters




'0

b 7, NN D
/MU \D"‘F‘,"?'J

Rl Y

NS\

GCC compensating for production declines elsewhere

Oil production
Millions of barrels per day

18
Bl 20I0 2011 Bl 2012
15 1634
Production
declines in 201 1,
12 . s
particularly in Libya
9
6
3
0
Rest of oil exporters GCC

Sources: National authorities; and IMF staff calculations.
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Polltlcal change afected oil exporters’ growth paths
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Real GDP growth

Percent

20 76
Rest of oil exporters

15

S k rli[ LL[lll

¢ Avg.2000-10 W 2011 2012

o

-10

15 '6'

LBY YMN SDN IRN ALG IRQ BHR UAE OMN SAU KWT QAT

Sources: National authorities; and IMF staff calculations.
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Current account surpluses to keep growmg

Surpluses have allowed a
build-up of gross reserves to
over $1 trillion

Current account balance
Billions of U.S. dollars and percent of GDP

250
B Saudi Arabia
Rest of GCC 23.3%
200 B Rest of ail exporters
27.9%

150
100
50
0

2010 2011 2012

Sources: National authorities; and IMF staff calculations.
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Government spending rose fast

Total government expenditures
2008 to 2012, percent change in expenditure in U.S. dollars

90
71
60 64
m i
41
30 34
A 11
-40
-30
-60

SDN KWT YMN SAU IRN OMN IRQ UAE BHR ALG QAT

Sources: National authorities; and IMF staff calculations.
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Fiscal breakeven oil prices have mcreased to new hlghs
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U.S. dollars per barrel Fiscal breakeven oil price, 2012
250
o U.S. dollars per
YMN barrel
~ 200 - Algeria 105
8 Bahrain 119
.g Iran 17
o
s 150 . . 2012 WEO Iraq 112
% M IRQ P oil price: $115 Kuwait 44
x o TTTEEEEE B Y .
o
o)
= O ° ® oMN Oman 77
é 50 - KWT SAU Qatar 42
O ® QAT Saudi Arabia 71
' United Arab Emirates 84
0 Yemen 237
-20 0 20 40 60 80 100 120

Change in fiscal breakeven price, 2010-12

Sources: National authorities; and IMF staff calculations.
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Conclusion

LT AN

|. For oil importers, the impact of domestic unrest in 201 | was exacerbated
by external and regional shocks

 Policy buffers reduced

“ 2012 (and 2013) will be as challenging and countries have significant
fiscal and external financing needs

2. For oil exporters, buoyant global demand for oil has supported growth
and raised external surpluses

¢ Some of the smaller countries, nonetheless, need to restore fiscal
sustainability

3. Countries need to generate broad consensus behind comprehensive

medium-term reform agendas that foster inclusive growth and generate
jobs

4. IMF engaged to assist countries with advice and, if requested, with
financing
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The Middle East and North Africa (MENA) region is going through a ez

period of unprecedented change. In the 'Arab Spring' countries, political
transition, pressing social demands, and an adverse external environment have
combined to increase the near-term risks to macroeconomic stability. These
risks were contained during 2011 but, with growth faltering, unemployment
rising, and continued fiscal and external pressures, 2012 will be an equally
challenging year. Moreover, many countries are faced with diminished policy
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