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gypt is at both a metaphoric
and geographical crossroads.
Situated at the crux of Europe,
Africa and the Middle East, the

world’s oldest civilization is once
again on the rise. On the heels of
widespread economic reforms,
(President Hosni Mubarak’s Egypt:
Open for Business campaign) and
progressive EU economic accords,
Egypt is witnessing the emergence
of a rapidly developing private sec-
tor and new levels of economic suc-
cess. Besides the traditionally strong
tourism sector, which flourishes by
offering tremendous history and
coastline, Egypt now also boasts a
thriving financial sector, and solidly
growing IT&C and infrastructure sec-
tors. In the backyard of three impor-
tant geopolitical and economic re-
gions, Egypt in 2007 is presenting
itself as a host of new business and

investment opportunities.
Driving the economy are President

Mubarak’s July 2004 economic re-
forms, meant to spur investment,
trade, and growth. These reforms in-
cluded slashing corporate and per-
sonal income taxes by 50 percent,
floating the Egyptian Pound, further
privatizations of state-owned banks,
and customs and investment reforms.
The positive effects are quantifiable in
Egypt’s unprecedented GDP and FDI
growth. Foreign direct investment
has risen from 407 million dollars in
2004 to 7.2 billion dollars during the
first half of FY 2006/07.

The country’s GDP, while rela-
tively unchanged in the period from
2001-2004, has risen from 93 billion
dollars in 2004 to 117.7 billion dol-
lars in 2006, while real GDP growth
has been at 6.8% for the past two
years and is estimated to maintain

growth of 6.6% for
2007/2008.

His Excelency Dr.
Boutros Ghali cred-
its many factors as
driving Egypt’s sus-
tainable growth, in-
cluding increased
exports, investment
inflows, and an up-
swing of consump-
tion. He claims,”
Everybody is watch-
ing what happens in
Egypt. Not because
Egypt is the only
player in the market,
but because they
have money in it. A
failure is not on the
agenda because
now we have

opened up the economy and we
cannot afford any mistakes.”

The economic reforms have left
their clear mark on the financial sec-
tor, starting when President
Mubarak approved a plan of merg-
ers integrations of small banks into
parent companies to open up the in-
dustry to foreign investors and to
prepare for privatizations.

However, liberalization is not
without its growing pains. Egypt still
has high inflation and unemploy-
ment rates, and an unfavorable im-
balance in trade. But the finance
minister attributes high inflation to
unforeseeable crises such as the
avion flu, and he justifies the deficit
as a necessarily byproduct of
growth. He explains, “When the cur-
rent account goes into deficit it
means we are importing more -- and
what we are importing more of is in-
vestment, raw materials, machines,
and intermediate goods.”

Today 28% of the capital invested
in Egypt comes from foreign pock-
ets, a percentage that Ghali would
like to see rise: companies, such as
private equity giant, Citadel Capital
are helping to add to that number by
bringing in capital from regional and
international co investors. 

Citadel Capital was founded in
2004 by Ahmed Heikal and Hisham
El-Khazindar, with partners from
the leading financial institutions
EFG Hermes, Goldman Sachs and
Merril Lynch. Citadel Capital is
based on the premise that their in-
sider knowledge of the local and re-
gional scene could turn into high
returns on investments. 

After their initial successes, the
firm was able to raise private capital
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“You catch us now, and you take the curve upwards with us.  Whoever
catches the early bird gets the money” _Minister Boutros Ghali

Boutros Ghali,  Minister of finance





have high aspirations for the future of
Egyptian economy and the financial
sector in general. Heikal states,
“Given political stability in Egypt and
the region along with a long-term ori-
ented government, Egypt has a fan-
tastic future. We have now an un-
matched opportunity in history with
the current oil-prices to use liquidity

in the gulf to generate real economy.”
However, there is still room for

improvement in the blossoming
economy. Heikal claims, “I know
there has been a surge of FDI the
last couple of years but I do believe
this is still only a fraction of what

Egypt could be able to attract espe-
cially within in the next four years
given the liquidity we have here.”

Minister Ghali also sees room for
growth, claiming “I will not be con-
tent with seven percent, although it is
good. There is no reason why we can-
not achieve Indian or Chinese growth
rates if we put our minds to it. I think
with time, we will achieve it.”

Progressive economic reforms
have left quantifiable footprints on
the Egyptian economy and society.
The work force is more qualified
and diverse than ever before, and
the economy continues its steady
expansion. Few deny that in spite
of high inflation and unemploy-
ment rates and a trade imbalance -
- the difficulties often faced by fast
developing economies -- Egypt is
on the right track for future
growth. The new economic land-
scape will need to adapt and inte-
grate within the larger framework
of pressing infrastructure needs
and necessary educational re-
forms. Meanwhile, foreign in-
vestors, eager capitalize on her
massive work force, natural re-
sources, and strategic location,
continue to discover that today’s
Egypt, open for business, is an ex-
citing place to invest. ■
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from both local and gulf sources to
invest in private equity in the region.
Heikal explains, “The model we use
is that of a special purpose vehicle.
We invest 20 % using Citadel capital,
and then bring along co-investors to
participate with us in the various in-
dustries. Through our shareholders
agreement, those shareholders give
us broad freedom to manage those
companies.”

At present, the company, using
Egypt as a home-base, has interna-
tional operations in cement, fertiliz-
ers, mining and oil up stream as
well as a power distribution com-
pany for electricity, natural gas and
water. They are also currently build-
ing a refinery in Egypt and a sugar
company in Sudan. Heikal highlights
Citadel’s success in growing the
companies they purchase, which
adds to Egypt’s labor force. The
company now boasts over 11,000
employees.

Ahmed Heikal claims, “Our pri-
mary objective is to make money for
the company and our investors.
While doing that, we expand busi-
nesses and create employment and
thus contributing to the growth of
the economy and employing the
people, which we are very proud of.”

Both Heikal and Minister Ghali

Kasr El Nil Bridge
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n the heels of widespread gov-
ernment reforms and liberaliza-
tion, the banking sector is be-
ing transformed. To compete

with the opening up of the sector to
international competitors, financial
institutions are being forced to
adapt, provide new services, and to
grow, both organically and through
mergers and acquisitions. Arab
African International Bank, estab-
lished in 1964 as the first multina-
tional bank in Egypt, has been one of
the country’s shining examples of an
innovative financial institution. 

Vice chairman and managing di-
rector, Hassan Abdalla notes that the
AAIB is well-versed in transforming
to the changing demands of the sec-
tor. In a sense, they have been the
bank of ’firsts.’ They were the first
bank to issue credit cards in the
1980’s, and in 2003, the first to intro-
duce smart card technology along
with Transparent and Visa Mini
cards. In May of 2005, they were the
first bank to implement a successful
merger and acquisition within
Egyptian’s newly privatized banking
sector, acquiring Misr America Inter-
national Bank.

With activities in corporate, in-
vestment and retail banking, the
bank’s vice chairman is very clear
about the bank’s strategy. Abdalla
claims, “We are steadily expanding
our share corporate big tickets items
and investment banking. The Egypt-
ian economy is extremely diversi-
fied, which makes us diversified in
our portfolio. We are in construc-
tion, real estate, oil and gas, tourism
and food and beverage.” 

The AAIB currently boasts $ 3.7 bil-
lion of assets and 1000 employees,
and over the past four years, the bank
has demonstrated a compound aver-
age growth rate that reached 64 % in
net profits and 76 % in loans. Abdalla

explains, “AAIB has demonstrated
consistent growth rate over the past
five consecutive years that has out-
performed market norms.” The bank
is also growing fast in retail, where
Abdallah sees “untapped” growth
potential. AAIB is rapidly adding out-
lets to their 30 existing branches,
which they admit are still not enough
to cater to mass retail.

To keep up with the dynamism of
multinational banking, AAIB is revis-

iting its expansion aspirations in the
Gulf, where the bank first set foot in
the 1970’s. They now have full-
fledged operating branches in Dubai
and Abu Dhabi.

A pillar in Egyptian society, AAIB
proudly shows their parallel face of
corporate social responsibility. Their
2005 project to renovate a wing of
the Abou El-Reesh hospital has been
translated into a full-fledged NGO
called “We owe it to Egypt,” financ-

ing healthcare and education initia-
tives. The bank also sponsors a con-
test for university students, where
they are trained over a period of six
to nine months by an advisory board
of professionals.

With a 43 year history to support
it, Abdalla makes clear that the bank
is looking forward. “AAIB no longer
derives its legacy from its history,
but from its current trend of growth
and pioneering competence that has
added further rigor to its banking
heritage.” A rigor best exemplified
in being awarded 2007 Euromoney’s
“Best bank in Egypt,” accolade for
its performance in the last year.  ■
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Euromoney reward: “best bank of Egypt 2007”





The IT&C sector in Egypt is ex-
panding and evolving, spurred by
market liberalization and increased
competition. July 2006 saw the in-
troduction of the sector’s third mo-
bile carrier Etisalat into the market
to compete with long-established
Mobinil and Vodafone. The three op-
erators have seen impressive
growth figures and have a current
21 million subscribers, while inter-
net services subscriber rates are still
proportionately low. 

State-run fixed-line provider Tele-
com Egypt owns stakes in at least 19
subsidiaries and affiliates, including
a 44.7% stake in Vodafone, and 95%
of leading broadband provider TE
Data. At present, investment in the
telecommunications sector reaches 1
billion dollars yearly, which repre-
sents a 20% annual growth rate.
Prompted by such encouraging
growth, H.E. Dr. Tarek Kamel, Minis-
ter of Communications and Informa-
tion Technology, explains, “Our pri-
ority is reform. We have started by
introducing competition and increas-
ing the platform for additional ser-
vices, transferring technologies to
customers and providing better qual-
ities of services.” But the key to fu-
ture growth will also depend greatly
on attracting foreign investment and
building multilateral partnerships.

Dr. Kamel affirms aggressive fu-
ture goals, claiming, “I would like to
see the continuing development of
3G and 4G and value-added ser-
vices; I would like to see the percent-
age of the mobile market rise from
25% to 40%, and our current number
of internet subscribers, which is still
very low at around 250,000, have a

20% penetration.” 
However, at the present moment,

the country still lags in the infrastruc-
ture capacity to sustain such growth
projections. National Telecommuni-
cations Regulations Authority Chair-
man, Hassan Badawi, describes gov-
ernment initiatives to lower ADSL
prices, develop buildings to provide
more landlines, and to provide
higher-speed lines for buildings in
which many neighbors are forced to
share one line.

In a sector previously dominated
by two mobile phone operators, Eti-
salat’s 2006 entry has caused an up-
surge of competition, encapsulated by
a frenzied media campaign advertiz-
ing new 3G services. The UAE/Egypt-
ian consortium’s entry has induced
the two existing operators to diversify
their market activities, and has seen
their subscriber numbers rise. 

While the industry’s growth
rate of around 23% is high, this is
due, in part, to a very low 25%
overall penetration.

Mobinil, part-owned by Orange

and Orascom Telecom, was intro-
duced in 1996 and was joined two
years later by Vodafone. Leading the
market in number of subscribers,
Mobinil has 11.5 of the market’s 21
million customers, (which has
grown from 83,000 in 1998) while
Vodafone is leader in per/customer
revenue.

Commenting on its number one
position, Mobinil CEO Alex Shalaby
claims, “We are not alone in the
pack. Fortunately, we are the market

leader and have been so for the past
nine years. We make every effort to
maintain this position.” A position
that Mobinil seems intent on pre-
serving as they have announced
their plans in July to buy a 3G li-
cense, already held by both competi-
tors, for around 650 million dollars. 

While increased competitiveness
in the market is benefitting business
in Egypt, Dr. Kamel also notes the
sector is experiencing some grow-
ing pains in finding the niche for a
third operator among two such well-
established companies.   ■
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The Smart Village in close proximity to Cairo is an ideal location for high tech companies.





hrewd, ambitious, ethical, re-
ligious, family man, risk-
taker, workaholic, and phil-
anthropist: these are just

some of the adjectives that have
been used to describe Egyptian
entrepreneur Naguib Sawiris, who
has been profiled by Forbes in
their 2006 World’s Richest People
edition. He is estimated at 10 bil-
lion dollars.

Naguib Sawiris stands at the
helm of Orascom Telecom (OTH),
the largest capitalized company on
the Cairo and Alexandria Stock Ex-
change. Mobinil, Egypt’s number
one mobile operator since its incep-
tion in 1998, was the company’s first
of several telecommunications op-
erations: OTH is also leading mo-
bile telecommunications company
operating in seven emerging mar-

kets in the Middle East, Africa and
South Asia.

Known for his risky ventures in
emerging markets, Sawiris has pio-
neered a business strategy prefaced
on delving into areas of great risk,
such as Pakistan, Algeria Tunisia
and Iraq. “I think the secret is that
we identified the opportunities in
risky emerging markets earlier than
others,” he claims. 

While Sawiris admits that oppor-
tunities in emerging markets are
dwindling, he does not foresee for-
feiting his foothold in this territory,
as is evidenced by OTH’s plans to
expand operations into Brazil.
Sawiris explains, “It is an emerging
market with 180 million people

where penetration, at 50%, is still
relatively low. We know these mar-
kets very well and there is room for
us as a third player.”

Brazil aside, 2007 also sees a
company strategy moving away
from emerging markets into well-es-
tablished ones, as shown by OTH’s
holding company, Weather Invest-
ments S.P.A.’s $12 billion purchase
of a controlling stake in Italian mo-
bile and fixed-line phone operator
Wind Telecommunicazioni in 2005
and Greece’s TIM Hellas (now Wind
Hellas) in 2007. 

Sawiris claims of the ventures,
“Because of the growth we’ve had,
we are able to use our synergies and
the fact that we are one of the
world’s largest buyers of mobile
equipment to optimize, more than
others, on our cost structure the
prices of our equipment. We can
bring these synergies to Europe, as
proven in Wind, and hopefully can
be proven in Wind Hellas.” 

Regardless of how Sawiris’ Eu-
ropean ventures develop, the
niche he has carved out as telecom
world powerhouse is undeniable,
as evidenced by the media-frenzy
developed around rumors that
Weather Investments would soon
go public.

He attributes his success to char-
acter, claiming, “I have not changed
from who I was when I started,” as
well as a rigorous work schedule:
his day starts at 6:30, and besides a
daily power nap, ends around 11. “I
think the key is that I have more
hours than anybody else.” Ending
philosophically, Sawiris reflects, “If
you want to remain human, you
should not change. If you think that
business and money will change
your character, then you become a
pseudo-person.”

Shifting the focus back to his
business-side, when asked if
Orascom Telecom would reach
the 70 million subscribers world-
wide that they anticipate this year,
Sawiris answers with the cool
confidence that is his trademark,
“Definitely. We never project fig-
ures that we don’t think we are
going to achieve. We take that
very seriously.” ■
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rought in as Telecom Egypt
Chairman in 2000 after a long
career in the private sector, Akil
Beshir has been accredited

with waking Egypt’s “sleeping gi-
ant.” In just seven years, he has
stream-lined, diversified, and made
customer-friendly a once over-
bloated state-owned company. As
Egypt’s sole fixed-line operator, Tele-
com Egypt has experienced growth
in an age where fix-line operators
typically see their profits fall as the
public switches to mobile services. 

The keys to Telecom Egypt’s suc-
cesses are attributed to a number of
market and personal-related factors.
The current economic boom in Egypt
has created a demand for fixed-line
services, especially in regard to its
essential role in providing infrastruc-
ture for a growing mobile phone
market. But Beshir and his efforts in
restructuring the human resources
and marketing departments must
also be attributed their due credit.
Beshir explains, “We have changed
from selling lines and selling con-
nectivity to selling solutions. We
have empowered our marketing divi-
sion and our key account managers
now tailor solutions to big cus-
tomers.”

Along with internal reorganiza-
tion, Beshir lists five fundamental
growth drivers for his state-run com-
pany, the sole fixed-line provider in
Egypt, which include increased mar-
ket penetration, tariff rebalancing,
broadband growth, geographic and
cross-industry expansion, and both
direct and indirect involvement in
mobile services, an industry cur-
rently sky-rocketing in Egypt.

For the first time, Telecom Egypt
has seen expansion into other areas,
such as Jordan and Algeria, and
Beshir notes plans to jump on future

expansion opportunities.
The company has also started de-

veloping projects outside of its regu-
lar domain such as building sub-ma-
rine fibre cables to Suez, Alexandria
and Europe. The plan considers the
advantageous geographic location
of Egypt, which Beshir classifies as
“the most stable country in the
whole region,” as intermediary to
absorb the current internet boom in
Asia as it passes through to Europe
and the US. 

The growth of the mobile mar-
ket in Egypt is probably the high-
est in the world, expanding at a
rate of 56%. In the mobile arena,
Telecom Egypt benefits as whole-
saler of the infrastructure all mo-
bile providers need to operate, es-
pecially with the recent intro-
duction of Egypt’s 3rd mobile
provider, Etisalat to the market. To
absorb the new traffic, Telecom
Egypt upgraded their transmis-
sion network, which resulted in a
proportionate increase in whole-
sale revenues, from 20% in 2005
to 30% in 2006. With swelling mo-
bile activity, the country’s only
fixed-line operator also benefits
heavily from interconnectivity,
calls between mobile phones and
fixed-lines.

Equally importantly, Telecom
Egypt gains from its strategic role
as 44.7% shareholder in Vodafone,
where they collaborate with the
mobile operator in offering special
services to subscribers, including
broadband service to Vodafone
customers. Beshir claims that due
to this synergy, “last year we were
expected to have a 3 or 4 % in-
crease in revenues, and we actu-
ally had 11%.”

Beshir adds, “Although we have
problems, such as a relatively-low
15% penetration, we have successful
indicators of a bright future. The
point that I stress to investors is that
we DO have a growth story as well
as a value story.” ■
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oreign Direct Investment is
often used as a barometer for
a developing economy’s suc-
cess. The 2006 fiscal year saw

an unprecedented 6.1 bil-
lion dollars of FDI in
Egypt, tripling that of two
fiscal years earlier. How-
ever, most striking has
been the redistribution of
FDI amongst various in-
dustrial sectors. Where
previously the majority
of investment was con-
centrated in oil and gas,
2006 saw a new demo-
graphic model unfold,
with 28 % of FDI directed
towards industry.

According to Amr I. Ab-
del Azim, Vice Chairman of
The General Authority for
Investment and Free Zones
(GAFI), the primary gov-
ernmental regulator and
facilitator of investment,
“The good thing about our
observations this fiscal
year is that the majority of
our FDI consists of green
field operations and the
sale of public assets. Oil
and gas is a very important
sector for us but is no
longer the predominant
one. This is a very positive
sign for diversified invest-
ments in Egypt.”

As companies dis-
cover the benefits of in-
vesting in Egypt, which, as Farida
Khamis, Vice President of Oriental
Weavers explains, “offers an
prime international location, low
prices for energy and labor, and
encouraging government strate-
gies,” many also are coming to
share Egyptian textile giant Alaa
Arafa’s vision of Egypt as “the
warehouse of Europe.”

This paradigm holds true in re-
gard to textiles. Dr. Eng Nader Riad,
President and CEO of Bavaria, a

company that produces fire extin-
guishers, reflects, “When Egypt was
part of the British domain, it was a
very big name in textiles. Now tex-
tiles in Egypt are continuing their
upward trend and are becoming an
international brand name. You see a
similar pattern with the ceramics
and building industries, as well as
growth in the engineering and agri-
cultural industries.” 

However, Riad is not content with
stopping at regional success, as re-

flected by his own company’s inter-
national achievements. He says,
“Competing in Europe is a more
complicated second stage of devel-

opment, meaning success
has to be developed into
a higher phase.” 

The Bavaria CEO high-
lights several areas of
progress that are helping
bring Egypt to that
higher-level: improve-
ments in the quality of
human resources, ratifica-
tion of company laws-in-
tellectual property right
laws in particular-and in-
creases in foreign direct
investment, especially in
the pharmaceutical and in
chemical industries. Raid
explains, “All of this,
compounded, is bringing
Egypt closer to the inter-
national economy.”

It would appear the
March signing of the EU
Neighborhood Policy
Plan, which promotes
trade, development and
social initiatives between
Egypt and Europe, is an-
other important step-
ping-stone towards inter-
national
competitiveness. Riad re-
flects optimistically on
the plan claiming, “We
are prepared to develop
this relationship into a

partnership having multiple stages
and enhancing the value of what
the Egyptian economy has to offer
at every stage.” 

As metaphors referencing Egypt
abound-Arafa’s “warehouse,” or
Riad’s own, “backyard of Europe”-
many expect that Egypt will soon
eclipse South Africa as the recipient
of the largest amount of FDI in
Africa and the Middle East, signaling
a great triumph for this burgeoning
industrial player. ■
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hose not familiar with Orascom
Construction Industries (OCI)
may expect a fairly straight-for-
ward construction company.

Instead, one finds an extremely di-
versified group, which is the leading
cement producer in the Middle East,
and is currently expanding into the
natural gas market. At its helm is

Egyptian entrepreneur Nassef
Sawiris, Director and the Chief Exec-
utive Officer of OCI since its incorpo-
ration in 1998. Sawiris, a self-ac-
claimed risk-taker, prides himself on
his Group’s ability to navigate diffi-
cult environments and to churn out
impressive growth figures despite
being active in risky markets.

The company, principally divided
between cement production, and
construction services, employs over
40,000 people, and declared almost 3
billion dollars in revenue, represent-
ing 47% revenue growth in 2006. As
cement producer, OCI own and oper-

ate plants in Egypt, Al-
geria, Turkey, Pakistan,
northern Iraq and
Spain, with a com-
bined 2006 production
capacity of 21 million
tones, and a projected
additional 10 million
ton capacity for 2007.

As a contractor, OCI is active in over
100 projects, providing engineering
procurement and construction ser-
vices on large, industrial, commer-
cial, water/sewage, transportation,
telecommunications, maritime,
tourism and railway projects, princi-
pally in Europe, Middle East, Africa
and Central Asia. 

The philosophy of the Group is
one of constant renovation, mostly in
emerging markets. Sawiris explains,
“we’ve reinvented the company three
times already, and I think Orascom
Construction Industries will be a dif-
ferent company again in five years.”

One of the Group’s initial transfor-
mations was from construction busi-
ness to cement company. Director of
project development, Hassan Badrawi

explains, “80% of our
cash flow currently
comes from cement.” He
also explains that the
group thrives in the ce-
ment business despite
overcapacity in areas like
Pakistan through hedging
their activities in multiple
markets simultaneously,
which enables them to
absorb such fluctuations.

The next shift on the
horizon has OCI expand-
ing their portfolio into
natural gas, which

Sawiris sees as the next main area for
growth potential. OCI is investing in
Egyptian Basic Industries and in two
Nigeria-based projects for ammonia
and urea, products integral to ex-
portable natural gas. Sawiris predicts
great potential in this area because he
believes that a great deal of the ca-
pacity in Europe and the US will be
revisited within the coming five-ten
years. Badrawi adds with confidence,
“three years from now, we will be
one of the largest fertilizer or natural
gas industries in the world.”

Despite initiatives to reinvent, the
company has no plans to loosen its
grip on the cement and construction
markets it currently dominates.
Sawiris foresees a bright future for
the Company, driven by both mod-
ern financial schemes, such as mort-
gages, which are a significant driver
of economic growth, and favorable
policies by a government bent on
liberalizing the country. He claims,
“Egypt has seen major growth in in-
frastructure spending by the govern-
ment, which is very positive for the
industry. There are more power sta-
tions, increased investments in
roads, the metro, airports, and water
and sewage facilities. In this sense,
infrastructure will be a key opportu-
nity for us to augment our construc-
tion business.” ■
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n 2004 Egypt began introducing
economic reforms intended to in-
crease trade, facilitate doing
business, and promote

growth. Perhaps nowhere
else have these reforms
left their mark as on the
energy industry. Whereas
before, Egypt’s natural re-
serves were used mainly
for heavily-subsidized lo-
cal consumption, the
opening of the market has
brought a slew of interna-
tional companies to the
table, generating un-
precedented revenue and
priming the once-closed
sector for export abroad. 

Gas production has
quickly become one of
Egypt’s booming markets,
and today international
companies, such as ENI, BG
Group, RWE, BP and Shell,
dominate Egypt’s gas ven-
tures. In January 2007, gas
reserves amounted to 68.5
trillion cubic feet, and an ad-
ditional 100-125 trillion
undiscovered cubic feet are
projected by the Ministry.
While oil reserves dwindle
worldwide, Egypt is promot-
ing itself as a new player in
gas, as well as exporter of
Liquid Natural Gas.

Petroleum Minister
Eng. Sameh Fahmy re-
flects that in the past few
years, Egypt has made
several gas discoveries,
and 133 agreements and amend-
ments to existing agreements have
been signed. Gas exports started in
Egypt in July 2003 with the comple-
tion of the first stage of the Arab Gas
Pipeline, from Egypt to Jordan. The
project is now undergoing comple-
tion of its third phase through Syria,

which will not only flow
gas to Syria and Lebanon
but also close in on the
crucial European market,
through Turkey. The gov-
ernment states an ambi-
tious plan to extend the
natural gas network to
more parts of the country

and an additional six million cus-
tomers within the next six years. 

Minister Fahmy accredits Egypt’s
success in attracting investors to her fa-
vorable investment environment, con-
sidered the most open in the region.
He contrasts the situation in Egypt with
that in Libya and Algeria, Egypt’s re-

gional competitors where state compa-
nies impose debilitating restrictions on
international companies. 

Knowing that investors panic in
the face of state meddling, the gov-
ernment is making efforts to provide
favorable investment circumstances,
starting with the 2004 50% corporate
tax cuts, and now in the form of con-
tract renegotiations. Eng. Shamel
Hamdy, first undersecretary at the
Petroleum Ministry adds, “We are
trying to help these companies if
they can prove to us that the ex-
penses of operating in Egypt are too
high. If this is proven, as was with
BP, we have agreed to gradually ac-
cept the higher price of up to 4 dol-
lars after production.” The price in
Egypt for local sales had been
capped at around 2.65 dollars/m
Btw, considerably lower than inter-
national market prices.

While the ministry is making
steps to help cushion the burden of

high off-shore drilling costs, the is-
sue of government energy subsi-
dies, a keystone of energy policy for
the past 15 years, still encumbers
the Ministry and the country. How-
ever, this issue is what the often-
controversial Ministry is now seek-
ing to phase out.
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Hamdy explains, “The issue of
our high subsidies, which was
around 7.7 billion dollars this year,
represents a tremendous state
burden. We started to address this
issue two years ago by moving
some local prices, because they
had been fixed for 15 years.”

The Ministry wants to redirect
funds previously allocated for
subsidies towards education,
health care and other social initia-
tives for the country’s poor. Until
a survey to identify Egypt’s most-
needy is completed in a few
years, small steps to move the
prices will be taken. Hamdy
claims, “We will not make the
mistake of stopping again. If we
had taken these steps in the past
15 years, we would not be in the
situation we are in right now.” 

Hamdy also anticipates the
new subsidy policies to come as
welcome news to international
firms with a staked interest in the
Egyptian energy market. The Un-
dersecretary explains that a rise in
prices will be looked favorably
upon by the gas companies,
which will sell internally to Egypt’s
market of 75 million, instead of
exporting to more competitive
markets. He reiterates that these
changes will benefit Egypt. “The
problem is that within Egypt this
gas is needed for development-
especially within the Electricity In-

dustry Ministries. They want to
have more factories here in Egypt
to employ more people.” 

Another area in which Egypt is
excelling is in Liquid Natural Gas,
where it stands as the 6th largest
exporter in the world, mainly to
the US, Spain, France, India, the
UK Japan, and Italy. First discov-
ered in the late nineties, Egypt has
raced to build up its capacities,
which include the SEGAS train,
one of the largest gas-liquefaction
units in the world, producing 4.8
million tons of LNG per year. 

Pushing ahead with expansion,
the ministry has laid down the
framework to create a new plant
in Tabitha by the end of this year,
the country’s fourth. Minister

Fahmy notes how Egypt’s six
years from discovery to export
has set a new standard for the ex-
ecution of LNG projects, provid-
ing Egypt with foreign-currency
revenues, direct and indirect em-

ployment, technology and reli-
able infrastructure for gas export.

Oil reserves are depleting
across the globe, and this para-
digm holds true for Egypt, where
mature fields have seen produc-
tion for the last 40 to 50 years.
However, Fahmy counters nega-
tive forecasts citing that new re-
serves have recently been de-
tected in the Mediterranean, the
Nile Delta and western Desert.
Claiming important infrastructure
needs, the Ministry has recently
signed international contracts for
two new refineries in Sokhkna
(Suez), a project on the Mediter-
ranean coast, and a third adding
units to a refinery outside Cairo.
Speaking with E&P Magazine, he
states, “Over the next five years,
we hope to lift national produc-
tion to 100 million tons per year.”

Record gas discoveries, where
reserves have risen more than
700 percent, from 8.4 trillion cu-
bic feet to 68.5 trillion cubic feet
in the past twenty years, is carv-
ing Egypt’s niche as a diverse en-
ergy player. Hamdy reflects on
the 2006 fiscal year, claiming,“
This year has been one of the
best in the last ten to twenty
years. With the new discoveries,
we will have to translate these
new reserves into more produc-
tion, which is what we will do
very quickly.” ■
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tate-owned Egyptian Natural
Gas Holding Company, (EGAS)
was established in August

2001 to manage Egypt’s natural gas
resources, at that time a budding
market. The company oversees pro-
duction sharing agreements be-
tween the government and conces-
sionaires to encourage international
investment and exploration, as well
as mediates bidding rounds for ex-
ploration, develops LNG projects,
and promotes gas utilization in the
local market. 

EGAS is working in conjunction
with the Ministry of Petroleum to es-
tablish a robust natural gas industry to
achieve sustainable growth, as well as
secure surpluses for international ex-
port. For environmental and practical
reasons, natural gas is being devel-
oped to compensate and eventually
displace imported liquid fuels such as
diesel and LPG. This year, natural gas
consumption has reached 50% of
Egypt ’s hydrocarbon consumption,
and several industries, such as the
electricity and fertilizer sector are
main consumers of natural gas.

The Petroleum Ministry is setting
ambitious plans to both explore for
new gas reserves, as well as to pro-
vide the necessary infrastructure to
bring natural gas to local consumers
as an alternative energy source. 

Regarding the future of the indus-
try, according to current production,
Egypt reserves should last around
35 years. In the past six years,
around 133 new agreements and
modifications were signed, with to-
tal investments exceeding $6 billion.

During 2006/2007, EGAS has
made 19 concession agreements
with international companies, in-
cluding the most recent round of
bidding to explore for gas and crude

oil in the Nile Delta, North Sinai, and
Mediterranean Sea.

As natural gas consumption
grows, the need for infrastructure
grows with it. Aside from new ex-
ploration facilities, a pressing need
is sparking the expansion of gas
grids in order to promote the busi-
ness, increase FDI, and bring the
product to more local consumers,
which account for only 2% of do-
mestic gas consumption. Aside from

adding new distribu-
tion areas, the num-
ber of local distribu-
tion companies has
risen to 11 to help fa-
cilitate an ambitious
plan six-year plan to
increase the June
2007 number of 2.51
million consumers to
6 million. 

Industry is also shifting its energy
needs towards natural gas, using
367.8 BCF in 2006/2007 as opposed
to 333.5 BCF during 2005/2006,
which represents 28% of Egypt’s to-
tal gas consumption. Electricity, the
largest gas consumer, represents

56%. Natural gas has shown an ap-
proximate growth rate of 8% in do-
mestic market, as well as creeping
into the NGV industry with about
81,000 converted cars and 114 nat-
ural gas filling stations to date repre-
senting about 10% increase from
previous year.

While the ministry together with
EGAS digs out a foothold for natural
gas in the Egyptian market-- gas dis-
coveries are hitting record levels

with reserves at 72.3 tril-
lion cubic feet-- it is also
proving to be a revenue
provider for the state,
boasting export projects
that have seen Egypt
rapidly ascend to 6th
largest LNG exporter in the
world. Among the export
projects in operation are

the Arab Gas Pipeline, the Mubarak
Gas &Petrochemical Complex at
Damietta, operating one of the
largest gas-liquefying units in the
world, and the LNG Project at Idku.
The Ministry has also laid down the
framework to create a new plant in
Tabitha by the end of this year. ■
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keystone to EGAS’s activities
was the completion, in late
2004, of the Egypt’s first LNG
facility, which first exported

cargo from Damietta to Huelva,
Spain in January 2005.
The entire process, from
discovery to export, took
only six years, and the
Damietta complex now
functions exporting 5.5
million t/yr of LNG to
Spain and Europe. 

The SEGAS train is one
of the single largest gas-
liquefaction units in opera-
tion worldwide and repre-
sents a international
collaboration in which the
operating company,
SEGAS, is controlled by
Spain’s Union Fenosa in
conjunction with Italy’s Eni
(80%), and EGAS and an-
other state-owned com-
pany, Egyptian General Pe-
troleum Corporation
(EGPC ) each own 10%. 

The success of the joint
venture has seen Eni and
their partners declare their
intent to invest $12 billion
over the next five years in
Egypt, marking the project
as a triumph for EGAS in
realizing their investment
procurement objectives. 

EGAS Chairman Eng.
Sherif Ismail attributes the
Italian company’s interest
to many factors, including
Egypt’s long-standing po-
tential for oil and gas production, its
100 years of involvement in the
business, a good infrastructure of
gas grids, crude oil network, and
products network, and a growing lo-

cal market for consumption. He also
highlights Egypt’s advantageous
proximity to the international mar-
kets of Europe, the US, and Far East,
which add to investment appeal.

Referring to recent contract rene-
gotiations with British Petroleum,
where the Ministry of Petroleum
agreed to raise their previously-
capped prices due to an upswing in

off-shore drilling costs, Ismail adds,
“I would also like to state that de-
spite her history of capping gas
prices, Egypt has a very good rela-
tionship with the companies doing
business here, because we realize
the importance of maintaining a
competitive package.” 

Additionally, Ismail cites Petro-
leum Ministry studies that project
undiscovered amounts of natural
gas and crude oil of around 90-120
trillion cubic feet as adding to the
overall package. 

On the heels of the success at
Damietta, Ismail wants to see the
company more fully integrated in

the entire value chain-
“in the transportation,
the re-gas, and the
downstream market,” as
well as move towards
shorter-term production
contracts and spot car-
gos. As Egypt sees the
construction of more gas
terminals and the market
becomes more flexible,
the EGAS chairman sees
the need to evolve from
long-term contracts for
100% of production to
shorter contracts for a
smaller percentage,
which would enable the
company to reserve the
rest for spot cargoes. He
explains, “In this case,
you would be able to
optimize your reserves,
by getting the best
price possible, which
would enhance your
portfolio. This is good
for both sides, as con-
sumers often want to
be able to buy from dif-
ferent producers.”

Regarding the future
of the industry, he states,
“Theoretically, our re-
serves should last
around 35 years. The
most important thing is

that we are signing new agree-
ments. In the past six years, we have
signed around 133 new agreements
and modifications, with total invest-
ments of around $6 billion.” ■
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short fight from
most European capi-
tals, Egypt is one of
the world’s most

sought-out travel destina-
tions. Each visit holds a
new wealth of options to
explore once weekends in
Cairo and cruising along
the Nile have been ticked
off the list. Luxor, the
sight of the famous Kar-
nak Temple, the lush Sinai
peninsula with its sandy
beaches, Alexandria ’the
pearl of the Mediter-
ranean’, and so many
quaint towns beckon trav-
elers with the promise of
discovery and unforget-
table mind treasure.

While cultural heritage
has long been the crux of
Egyptian tourism, the past
two decades have seen
the country emerge as an
undisputed destination for

those who covet true lux-
ury surf and turf. Red Sea
coastal towns such as
Sharm el Sheikh, Dahab,
El Gouna and Hurghada
are a main draw. Premier
diving, golf and world-
class resorts cultivate new
and returning visitors
year-round. With over
2450 km of coast-line di-
vided between the
Mediterranean and Red
sea, Egypt is an obvious
alternative to many of to-

day’s over-satu-
rated European
seaside resorts.

Founder and
owner of HKS
Group, Hussein
Salem, describes
the Red Sea de-
velopment
boom, “I knew
back in 1988 that
Sharm el Skeikh
was going to be
the international sun and
bathing hot spot.” 

Cultivating a new
wave of investors.

Despite impressive
growth, Tourism Minister
H.E, Mohammed Zoheir
Garranah would like to
see the industry further

developed. He
explains “we
are talking
about 9.1 mil-
lion people vis-
iting the country
creating 1.8 mil-
lion jobs and
revenues of $7.6
billion. But,
compared to
what Egypt has
to offer, I think

this number is still very
limited.” Pushing ahead
into the residential
tourism niche, with Egypt-
ian and Gulf developers,
Garranah has proposed a
sales target of 10,000
properties per year, culti-
vating a new wave of in-
vestors. ■
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With Chairman Emad Aziz at its creative helm, 
Savoy Hotels and Resorts International cater to 
excellence and award-winning experience.  Situated 
within the world-famous Ras Mohamed National 
Park in Sharm el Sheik, the philosophy of the Sharm 
el Sheik deluxe hotel group is, according to Aziz, to 
provide 100% customer satisfaction, and ìto make you 
feel more than looked-after so you want to return.” 

Each of the three resorts under the Savoy umbrella 
boast a unique philosophy and design.  The four/fi ve 
star, 300-room Savoy Sierra offers an all-inclusive 
concept, and customer-driven service.

The fi ve-star luxury Savoy, with its premier Royal 
Savoy “club wing,” is comprised of 408 units, and 
a multi-tiered network of outdoor patios and cafes, 
overlooking seven private swimming pools.  The decor 
is modern and pristine, and the resort also offers 
private beach with sporting and diving facilities.   

  Rounding out the Savoy chain are the nine Royal 
Savoy Villas, comprised of 40 rooms, and directed by a 

world-class staff.  
The nine fully-
equipped villas 
each embrace 
an Egypt-based 
theme, from 
Aswan to Queen 
Cleopatra.  Each 
villa comes chock-
full of perks, 

including imported furniture and antiquities, plasma 
TVs, manicured gardens, and private swimming pools 
and beaches.  

 Despite winning the 2006 World Travel Awards’ 
“Egypt’s Leading Resort” and “Middle East Leading 
Villa,” Aziz is pushing on with expansive plans. “We 
are now building a new complete city centre with 50 
units, an ice skating hall with ice- bar and glass walls, a 
culture centre showing 3D-shows, a bowling hall and a 
proper English pub.”

EGYPT’S FAMOUS HOLIDAY DESTINATION
SHARM EL SHEIKH, A TRUE PARADISE FOR THOSE WHO LOVE NATURE AND WATER SPORTS.

EXPLORING EGYPT: MIND TREASURE FOR TRAVELERS

A
Cultural diversity and luxury surf

& turf main draw for visitors

Hussein Salem,
founder and owner 

of HKS Group
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