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Preface

34" Annual Investment Climate Report

The Arab Investment & Export Credit Guarantee Cor-
poration (Dhaman) is keen on playing its role in dis-
seminating knowledge and monitoring developments
related to the investment climate in Arab countries in
order to support the efforts of the region's govern-
ments, with a view to improving the attractiveness of
the region's economies to foreign investments, which
contribute the most to the achievement of social and
economic development.

In this framework, the Arab Investment & Export
Credit Guarantee Corporation is glad to present to its
member States the thirty fourth annual report on the
investment climate in Arab States for the year 2019,
exposing and analyzing data and indices related to
the performance of groups of Arab States in terms of
foreign investment flows and their level of attractive-
ness to foreign investments according to a set of vari-
ables, which compose the “Dhaman FDI Attractive-
ness Index” and explain the discrepancy between
different countries of the world in this regard.

This year’s report monitors developments in the in-
vestment climate in 109 countries including 16 Arab
countries representing about 97% of the total inward
FDI balances in the world and about 59% of the total
inward FDI balances to the Arab region by the end of
2018.

The Corporation has continued to rely alternatively on
the most important international sources of data and
information that have been published on international
foreign direct investment in Arab countries when
timely access to needed data from national sources
was not possible. This move was aimed at achieving
the greatest level possible of comprehensiveness
and geographical coverage as well as overcoming
the obstacles represented by the lack of accurate and
updated statistical information and data on invest-

ment, its components, sources and sectoral trends.

On this occasion, | would like to express my sincere
gratitude and high appreciation to all the Arab entities
that collaborated with Dhaman in the provision of da-
ta and information, which varied from one country to
another in terms of comprehensiveness, updated-
ness and accuracy. | also invite all Arab stakeholders
to reinforce their efforts to develop and update their
data bases, according to international standards. And
last but not least, | would like to extend my thanks to
the research and studies administration team who
prepared the report and to all other departments who
contributed in a way or another to the provision of
administrative and technical support for the comple-
tion of this report.

Dhaman’s administration hopes that the present re-
port, along with national efforts and the rest of the
corporation’s activities will contribute to laying strong
objective foundations for attracting further capital in-
flows. The Corporation welcomes any comments or
opinions that would develop the content of the report
and strengthen its role in supporting foreign and inter-
Arab trade and capital flows to the Arab region.

Finally, we ask Allah that the present report conveys
its message and that the work reaches its goal.

Abdullah A. A. A. Al Sabeeh

Director General
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Executive Summary

The 34th annual report on the investment climate
in Arab States for the year 2019 exposes and an-
alyzes data and indicators related to the perfor-
mance of groups of Arab States in terms of for-
eign investment flows and their elements of at-
tractiveness to foreign investments according to a
set of variables that explain the discrepancy be-
tween different countries of the world in this re-
gard. This year's report continues to use
‘Dhaman FDI Attractiveness Index” covering the
same number of 109 countries representing
about 97% of the total inward FDI balances in the
world and about 95% of the total inward FDI bal-
ances to the Arab region by the end of 2018.

Part 1: Inward Foreign Direct Invest-
ment to Arab Countries in the Context
of Globalization

Foreign Direct Investment in the World in
2018

FDI inflows in the world continued to decline by
13.4% and reached 1297 billion dollars despite
the rise in cross-border mergers and acquisitions
deals by 17.6%, reaching 816 billion dollars. Esti-
mated FDI inflows balances to the world coun-
tries also decreased by 1.1% to reach 32,272 bil-
lion dollars by the end of 2018.

According to the latest statistics included in the
2019 World Investment Report, inward FDI flows
in developing countries rose by 2.2% reaching
706 billion dollars as their share of global flows
jumped to 54.4%.

In contrast, inward FDI flows to developed coun-
tries fell sharply by 26.7%, reaching 557 billion
dollars in 2018, representing 42.9% of the global
inflows. The reason behind this decrease is that
inflows to Europe declined significantly by 55.2%
to reach 172 billion dollars.

Regarding the activity of multinationals and their
role in investment, the report observed an in-
crease of 5.3% in the assets value of the branch-

es of foreign companies in the world, reaching
110.5 trillion dollars by the end of 2018. Their
sales grew to 27.3 trillion dollars while the work-
force employed grew by 3.2% reaching 75.9 mil-
lion workers.

Return on FDI increased by 108 billion dollars, a
percentage of 6.4%, going up to 1779 billion dol-
lars in 2018. The average return on FDI settled at
7% on investment balances for the same year.
(Repeated below same color)

New FDI projects in the World 2018

Regarding return on new FDI projects in the
world, the FDI Markets Database indicates that in
the year 2018, 11593 companies launched some
20615 new projects around the world with a total
investment cost estimated at $ 1.1 trillion, with an
average of 52.3 million dollars per project. These
projects have contributed over 2.9 million new
jobs with an average of 142 jobs per project.

Inward FDI Flows and Balances in Arab
Countries in 2018

Inward FDI flows in Arab countries continued to
decrease but slightly by 0.34%, going from 31.3
billion dollars in 2017 to 31.2 billion dollars in
2018.

Inward investments in Arab countries represented
2.4% of the world total amount of 1297 billion dol-
lars, and 4.4% of the developing countries' total
amount of 706 billion dollars.

Inward FDIs in 2018 continued to be concentrat-
ed in a limited number of Arab countries, as the
United Arab Emirates, Egypt and the Sultanate of
Oman accounted for more than 68.5% of the total
inward flows of Arab countries. The U.A.E. came
in the first place with around 10.4 billion dollars, a
share of 33.3%, followed by Egypt in the second
place with a value of 6.8 billion dollars, a share of
21.8%. The Sultanate of Oman came in the third
place with a value of 4.2 billion dollars and a per-
centage of 13.4% of the total Arab amount.

1t Climate in Arab Countries
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Inward FDI balances flowing to the Arab world
increased at a rate of 3.4% to reach 889.4 billion
dollars in 2018. Inward balances to the Arab
world represented 2.8% of the global total of 32.3
trillion dollars in 2018.

Similarly to FDI flows, FDI balances were con-
centrated in a limited number of countries. Saudi
Arabia, the UAE and Egypt accounted for more
than 54.8% of the new FDI projects in the Arab
world.

New FDI projects in the Arab Countries in
2018

The year 2018 witnessed the establishment of
876 new foreign investment projects in the Arab
countries, a decline of 56 projects compared
2017, and these projects are related to 701 com-
panies. Their investment cost was estimated at
more than $ 83.5 billion, creating more than
134,200 job opportunities.

The Sultanate of Oman topped the list of coun-
tries receiving foreign investment projects in
2018 with $ 19.6 billion representing 23.5% of
the total, followed by Saudi Arabia with $ 15.5
billion, a share of 18.6%, and the U.A.E. with $
14.1 billion, a share of 16.9%.

In contrast, the U.A.E. topped the list of the most
important investors in the region for 2018 with a
value of 19.2 billion dollars, representing 23.1%
of the total, followed by France with 15.4 billion
dollars representing 18.45%, and Hong Kong
with more than 6.9 billion dollars, a share of
8.3%.

The GCC countries acquired 635 new projects in
2018 for 525 companies at an investment cost of
about $ 51.6 billion, creating more than 60,000
new jobs. The UAE accounted for 43.2% of
these projects.

New Inter-Arab

2018

According to the FDI Markets database, the year
2018 witnessed the establishment of 173 new
projects in the region by 103 companies beyond
their country’s borders. The investment cost of
these projects has been estimated at around 26.4

Investment Projects in
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billion dollars, creating 32196 new job opportuni-
ties.

The Sultanate of Oman topped the list of Arab
States with 58.4% of the total investments, fol-
lowed by Egypt with 16.3% and KSA with 10.9%.

The real estate sector is considered the most im-
portant in attracting inter-Arab projects in 2018,
with a share of about 63.6% of the total cost of
projects followed by the coal, oil and gas sector
with a share of 12.6%, and the food and tobacco
sector with a share of 9.3%.

Regarding the countries serving as a source of
inter-Arab investment flows in 2018, the U.A.E.
topped the list of Arab countries in terms of in-
vestment cost with a share of 73% of the total,
followed by Kuwait with a share of 10.2% and
Saudi Arabia with a share of 10%.

Part 2: Arab Countries’ Attractiveness

to FDI
Dhaman FDI Attractiveness Index

Dhaman FDI attractiveness index is a composite
measure that shows the availability of investment
potential in world countries by monitoring 56 vari-
ables in various economic, social and institutional
fields. Based on the values of these variables in
each country, the index gives a certain score of a
total of 100 points and then ranks them from best
to worst according to the highest scores.

To facilitate presentation and draw conclusions,
the 56 constituent variables of the index were dis-
tributed among 11 indicators, which include: mac-
roeconomic stability, financial intermediation and
financing capacities, institutional environment,
business environment, market size and ease of
access, human and natural resources, cost ele-
ments, logistics performance, agglomeration
economies and excellence & technological ad-
vancement. For 2019 index, the number of coun-
tries listed under it remained stable at 109 from
all over the world including 16 Arab states.

The 2019 index has witnessed four main
changes in its constituents, resulting in a de-
crease in the number of its components from
57 to 56 in total, due to the following:
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1. Financial intermediation and financing capaci-
ties indicator: all of its three components have
been replaced representing the average of 6 vari-
ables of the financial advancement indicator is-
sued by the International Monetary Fund (IMF),
namely: 1- the financial depth sub-indicator (the
average of the financial depth for institutions and
financial markets sub-indicators), 2- the financial
access sub-indicator (the average of the financial
access for institutions and financial markets sub-
indicators) and 3- the financial efficiency sub-
indicator (the average of the financial efficiency
for institutions and financial markets sub-
indicators). These 3 new sub-indicators came to
replace the previous 3 variables: 1- Ratio of
broad money to GDP (M2 to GDP), 2- domestic
credit to private sector as a percentage of GDP
and 3- the state’s share of the total mergers and
acquisitions in the world. This change has been
made because of the availability of up-to-date da-
ta for a larger number of countries and for the
sake of improving the performance of the indica-
tor measurement of the observed phenomenon.

2- Cost elements indicator: It withessed the can-
celation of one of its four constituents, which is
the export cost based on documented engage-
ments, and the adoption of a new component, the
cross-border trade performance indicator (one of
the sub-indicators of the business environment
index issued by the World Bank), which relies on
measuring the proximity to the maximum perfor-
mance.

3- Logistics performance indicator: One of its sev-
en constituents, which is the presence of infra-
structure, has been cancelled because of the
close link between that variable and the others
within the indicator, which are: 1- efficiency of
custom clearance services, 2- trade and transport
infrastructure performance, 3- air shipping perfor-
mance, 4- logistics quality, 5- tracking and tracing
performance, 6- time of completion of transac-
tions.

4- Agglomeration economies indicator: one of its
components, which is the number of multinational
companies operating in the country, has been re-
placed by a new component: the number of in-

ward new FDI projects coming from OECD coun-
tries. This change has been made for reasons of
the availability of timely data for the countries in-
cluded in the index and for the sake of maintain-
ing the accuracy of the indicator measurement of
the observed phenomenon.

The Overall Arab Attractiveness Status

The results of the FDI attractiveness general in-
dex for 2019 show that Arab countries regressed
to the fifth place among 7 geographic groups,
with an average index of 38.4 points and average
ranking of 71. The OECD countries claimed the
first place, followed by East Asia and the Pacific
countries in the second place. European and
Central Asian countries came in the third place,
Latin American and Caribbean countries ranked
above Arab countries in the fourth place, while by
South Asian countries in the sixth place and, fi-
nally, African countries in the seventh place.

In comparison with 2018 report, the attractive-
ness of Arab countries to FDI slightly decreased
similarly to the index in all Arab groups. On the
level of Arab groups, the results of the FDI attrac-
tiveness index show that the GCC countries
(Saudi Arabia, United Arab Emirates, Kuwait, Qa-
tar, the Sultanate of Oman and Bahrain) in gen-
eral outperformed other Arab sub-regions with a
score of 49.7 points out of 100 points in 2019, as
they occupied the first position despite the de-
cline in their performance compared to 2018. Le-
vant states (Egypt, Lebanon and Jordan) ranked
second with 38.5 points with a decline in their
performance. In comparison with 2018’s indica-
tor, Maghreb States (Tunisia, Algeria and Moroc-
co) came in the third place at the Arab level with
38 points and Low Performance States came
last.

The Set of Prerequisites

The set of prerequisites refers to the necessary
conditions that allow the host country to attract
investments and without which it is impossible to
attract investors.

1t Climate in Arab Countries
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The set includes four out of the eleven sub-
indicators that constitute the FDI attractiveness
index: macroeconomic performance, financial in-
termediation & financing capacities, institutional
environment and the business environment indi-
cator. Arab States tumbled down to the fifth place
globally despite the improvement in the indica-
tor’s value.

The Set of Underlying Factors

The set of underlying factors refers to the main
factors on which major investors base their deci-
sions, particularly multinational corporations to
invest or not in a specific country. The set in-
cludes 5 sub-indicators: market access and mar-
ket potential, human and natural resources, cost
components, logistics performance and telecom-
munications and IT. Arab States maintained their
position in the fourth place globally in 2019 and
their performance on the indicator improved.

The Set of Positive Externalities

The set of positive externalities refers to the dif-
ferent factors that enhance a country's assets for
its integration with the global economy, its pos-
session of technological excellence and advance-
ment potential. It includes two sub-indicators: ag-
glomeration economies and excellence & techno-
logical advancement.

Globally, Arab countries tumbled down two plac-
es and came in the sixth place as their perfor-
mance declined in 2019 compared to 2018.

Arab World’s Position on the Eleven
Key Indicators in 2019

Macroeconomic_Stability Indicator: the Arab
performance has witnessed a great decline on
this indicator and as a result, the region lagged
behind in the seventh place although its perfor-
mance on this index used to be much better than
the global average and the best compared to the
other 11 indicators. This is due to the decline in
the performance of all Arab groups on this indica-
tor except for the Levant States.

Dhaman Investment Attractiveness Index 2019

Financial Intermediation and Financing Capaci-
ties Indicator: the Arab performance indicator on
this indicator improved and the region moved up
to the third place globally. GCC States removed
Levant States from the first place on the Arab lev-
el and the performance of all Arab groups im-
proved.

Institutional Environment Indicator: The per-
formance of Arab countries remained very mod-
est as they ranked sixth globally with big discrep-
ancies between Arab groups. In comparison with
2018, the performance of all Arab groups im-
proved except for GCC countries.

Business Environment Indicator: Arab coun-
tries came in the fourth place globally, with GCC
countries in the lead. In comparison with 2018,
the performance of all Arab groups on this indica-
tor improved.

Market Size, Potential and Ease of Access In-
dicator: The region came in the fourth place
globally, with GCC countries in the lead with an
average performance as they ranked first with an
average almost equal to the global one. In com-
parison with 2018, the performance of GCC, Le-
vant and Maghreb countries improved, while that
of low-performance countries worsened.

Human and Natural Resources Indicator: The
Arab performance came very close to the global
average and the region ranked third worldwide. In
comparison with 2018, the performance of all Ar-
ab geographic groups declined on the indicator,
except for low low-performance countries that wit-
nessed some improvement.

Cost Components Indicator: The Arab perfor-
mance on this indicator came inferior to the al-
ready high global performance and the region
ranked sixth globally. In comparison with 2018,
the performance of all Arab groups improved.

Logistics Performance Indicator: Overall, the
average Arab performance came lower than the
global average of 48.2 points and the region
ranked fourth globally on this indicator. Com-
pared to 2018, the performance of all Arab
groups deteriorated while that of GCC countries
improved.
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Agglomeration Economies Indicator: The Ar-
ab average performance came close to the global
average on this indicator, but it outperformed the
global average in terms of the cumulative balance
of Investment Promotion Agreements sealed by
the State. In comparison with 2018, the perfor-
mance of all groups improved on this indicator.

Technological Excellence _and Advancement
Indicator: The Arab average performance
came significantly lower than the global average.
Compared to 2018, the performance of all Arab
groups declined in varying proportions.

Arab Countries’ Attractiveness Gap

The attractiveness gap reflects the challenge Ar-
ab countries are facing to improve their competi-
tive position in attracting foreign investment. The
Arab attractiveness gap, based on the average
results of the OECD countries, as a geographical
reference group, reached 38.4% in 2019, a level
higher than the gap observed in 2018.

Monitoring and evaluation of the index results
show that the maijority of Arab countries have
weaknesses, the most important of which are:
positive external factors, especially the low level
of technological advancement, high inflation rate,
the ratio of budget deficit to GDP, challenges in
the institutional environment, the business perfor-
mance environment, the closed markets, the level
of human capital and logistics performance.

Part 3 : Arab Countries’ Attractiveness to For-
eign Direct Investment: Country Profiles

This section contains the features of Arab coun-
tries included in the Dhaman FDI attractiveness
distributed on two main axes. The first one high-
lights the development of the most important indi-
cators related to the general economic perfor-
mance, including FDI balances and the status of
the concerned country in the composite Dhaman
index and its sub-indicators. The second one fo-
cuses on The ranking of the country globally with
the average ranking of the Arab and OECD coun-
tries (According to the components of the invest-
ment attractiveness index of 2019).

Statistical Appendix

In order to expand the utilization of the various
data, information and statistical tables that it pre-
pares annually for the purpose of finalizing the
report, the Corporation puts at the disposal of re-
searchers and decision makers concerned with
growth and development issues a set of
statistical data related to foreign direct
investment, new for-eign investment projects,
and the performance of Arab countries groups on
the Dhaman FDI Attrac-tiveness Index.

To download the data in Excel format click
on the report cover image displayed below:

1t Climate in Arab Countries
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New FDI projects in the World in 2018

FDI inflows continued to decline by 13.4%, reach-
ing 1297 billion dollars despite the rise in cross-
border mergers and acquisitions deals by 17.6%,
reaching 816 billion dollars. Estimated inward FDI
balances flowing to the world countries also de-
creased by 1.1% to reach 32272 billion dollars by
the end of 2018.

According to the latest statistics included in the
2019 World Investment Report, inward FDI flows
in developing countries increased by 2.2% to
reach 706 billion dollars. But despite the slight
flow growth, their share of global flows jumped to
54.5% in 2018 compared to a share of 46.1% and
34.1% in 2017 and 2016 consecutively. Inflows to
Asian countries witnessed a relatively great in-
crease at a rate of 3.9% to 511.7 billion dollars in
2018, while inflows to Latin America & the Carib-
bean decreased by 5.6% to 146.7 billion dollars.

In contrast, inward FDI flows to developed coun-
tries fell sharply by 26.7%, reaching 557 billion
dollars in 2018, representing 42.9% of the global
inflows. The reason behind this decrease is that
inflows to Europe fell sharply by 55.2% to reach
172 billion dollars in addition to a decline in in-
ward FDI flows to the Northern America by 3.5%
to reach 291.4 billions during the same year.

As for transitional economies, they continued wit-
nessed a decrease in inward FDI flows by 28%
reaching 34.2 billion dollars only.

FDI Indicators and Interrnational Production

(Current Prices, Billions of dollars)

Indicator

2005-2007

1,919 1,497

1,297

1,451 1,683 1,550 1,425 1,014
2,196 14,475 26,313 28,243 32,624 32,272
2,255 15,182 26,260 27,621 32,383 30,975
2 1 1 1w ies
7,136 24,621 26,019 25,649 26,580 27,247
1,335 5,325 6,002 5,919 6,711 7,257
28,558 59,011 69,533 70,470 73,571 75,897

Source: UNCTAD - WIR2019
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Return on FDI rose by 108 billion dollars, a per-
centage of 6.4%, going up to 1779 billion dollars in
2018. The average return on FDI settled at 7% on
investment balances for the same year.

Regarding the activity of multinationals and their
role in investment, the report observed an increase
of 5.3% in the assets value of the branches of for-
eign companies in the world, reaching 110.5 trillion

dollars by the end of 2018. Their sales grew to 27.3 Return on outward FDI also rose by $ 131 billion, a

billion dollars while the workforce employed grew percentage of 7.9% to reach $ 1792 billion in 2018,
by 3.2% to 75.9 million workers. and the return rate settled at 6% on investment bal-
ances for the same year.

Regional FDI Flows , (Billions of dollars)

L 2015 | 2016 | 2017 | 2018 | 2015 | 2016 | 2017 | 2018

Developed economies 1,268.6 1,197.7 759.3 556.9 1,243.5 1,105.1 925.3 558.4

Europe 715.0 611.7 384.0 171.9 774.9 579.6 375.5 418.4
North America 511.5 507.8 302.1 291.4 331.8 359.2 380.2 -13.1
Developing economies 728.8 656.3 690.6 7060 407.0 4199 461.7 417.6
56.9 46.5 41.4 45.9 9.7 9.5 133 9.8
514.4 473.3 492.7 511.7 372.6 399.1 411.9 401.5
East & South East-Asia 432.0 387.0 412.0 428.2 324.2 352.8 361.7 341.1
East Asia 317.8 270.3 267.8 279.5 255.2 302.7 290.8 271.5
South—East Asia 114.3 116.8 144.2 148.7 69.0 50.1 70.8 69.6
South Asia 51.2 54.2 52.3 54.2 7.8 5.5 11.5 11.2
West Asia 31.2 32.1 28.4 29.3 40.5 40.8 38.8 49.2
Latin America and the Caribbean 155.9 135.3 1554  146.7 24.9 111 36.4 6.5
Oceania 1.6 11 11 1.7 -0.1 0.1 0.1 -0.2
Transition economies 36.4 64.7 47.5 34.2 32.1 25.2 38.5 38.2

| 20338 | 19187 | 1,497.4 |1297.2 | 16826 | 1,550.1 | 14254 | 10142

Source: UNCTAD - WIR2019
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New FDI projects in the World in 2018

The FDI Markets Database, prepared by the Fi-
nancial Times, indicates that in the year 2018,
593,11 companies launched some 20615 new
projects around the world with a total investment
cost estimated at $ 1.1 trillion, with an average of
52.3 million dollars per project. These projects
have contributed over 2.9 million new jobs with
an average of 142 jobs per project.

Compared with 2017, the year 2018 witnessed an
improvement in the indicator on the number of
projects and the number of companies executing
them. The indicators for the total investment cost
of the projects and the jobs they provided also

rose.

As for the period between 2003 and 2018, the
world saw global companies launch more than
270 thousand new projects around the world, with
a total investment cost of more than $ 14.3 tril-
lion, averaging $ 53 million per project. These
projects have contributed more than 40 million
new jobs with an average of 149 jobs per project.

An overview of the world's new investment

171 S Billion
Top Source
Country USA
250.5 S Billion
141
$ billion

Top Destination

2918 968

Total No. of
Projects

20 615

Total Jobs Created

Billion

Country USA

The largest investment-oriented

sector: Coal, gas and oil

Source: FDI Markets
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Foreign Direct Investment in Arab Countries in 2018

Inward FDI flows in Arab countries continued to
decrease but slightly by 0.34%, going from 31.3
billion dollars in 2017 to 31.2 billion dollars in
2018.

Inward investments in Arab countries represented
2.4% of the world total amount of 1,297 billion
dollars, and 4.4% of the developing countries' to-
tal amount of 706 billion dollars. Over the last
decade, the share of Arab countries of the total
world flows had been stable at 3% from 2008 to
2012 before starting to decline in 2013 to 1.3 and
1.7% in the years 2015 and 2016, then to 2.1% in
2017 before rising a bit to 2.4% in 2018.

Inward FDIs continued in 2018 to be concentrat-
ed in a limited number of Arab countries, as each
of the United Arab Emirates, Egypt and the Sul-
tanate of Oman accounted for more than 68.5%
of the total inward flows of Arab countries. The
U.A.E. came in the first place with around 10.4
billion dollars, a share of 33.3%, followed by
Egypt in the second place with a value of 6.8 bil-
lion dollars, a share of 21.8%. The Sultanate of
Oman came in the third place with a value of 4.2
billion dollars and a percentage of 13.4% of the

total Arab amount, and Morocco in the fourth
place with a value of 3.6 billion dollars, a share of
11.7%. Saudi Arabia came in the fifth place with a
value of 3.2 billion dollars, a share of 10.3% of
the total.

Inward FDI balances flowing to the Arab world
increased at a rate of 3.4% to reach 889.4 billion
dollars in 2018. Inward balances to the Arab
world represented 2.9% of the global total of 32.3
trillion dollars in 2018.

Similarly to FDI flows, FDI balances were con-
centrated in a limited number of countries. Saudi
Arabia, the UAE and Egypt accounted for more
than 54.8% of the overall inward balances to the
Arab world. KSA ranked first with 230.8 billion
dollars and a stake of 25.9% of the overall inward
FDI balances in the Arab world, followed by the
UAE in the second place with 140.3 billion dollars
and a share of 15.8%, Egypt in the third place
with 116.4 billion dollars and a share of 13.1% of
the Arab total.

Arab countries & Developing countries' share of total FDI inflows to world (%)
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New FDI projects in Arab Countries in 2018

The year 2018 witnessed the establishment of 876
new foreign investment projects in the Arab countries,
an increase of 56 more projects compared 2017, and
these projects are related to 701 companies. Their
investment cost was estimated at more than $ 83.5
billion, providing more than 134.2 thousand job oppor-
tunities.

The Gulf Cooperation Council (GCC) countries ac-
quired 635 new investment projects in 2018 related to
525 companies at an investment cost of around 51.6
billion dollars. The projects provided more than 60
thousand new job opportunities. The UAE accounted
for 43.2% of those projects.

The Sultanate of Oman topped the list of countries
receiving FDI projects in 2018 with $ 19.6 billion rep-
resenting 23.5% of the total, followed by Saudi Arabia
with $ 15.5 billion, a share of 18.6% and the U.A.E.
with $ 14.1 billion, a share of 16.9%.

The U.A.E. topped the list of the most important in-
vestors in the region for 2018 with a value of 19.2 bil-
lion dollars, representing 23.1% of the total, followed
by France with 15.4 billion dollars representing
18.45%, and Hong Kong with more than 6.9 billion
dollars, a share of 8.3%.

Historically, the number of FDI projects in the Arab
countries increased from 460 projects in 2003 to 1324
projects in 2008 and then witnessed a general trend
of decline with the repercussions of the global finan-
cial crisis as of 2009 until it fell again to 769 projects

in 2015. The number climbed back to 809 projects in
2017.

Between 2003 and 2017, the number of foreign com-
panies operating in the Arab countries was estimated
at 7350 companies, a percentage of 8.5% of the total
number of companies investing outside their borders
in the world, roughly estimated at 86600 thousand
companies, which invest in more than 13 thousand
projects in the Arab region, a percentage of 5.2% ap-
proximately of the total number of foreign projects in
the world estimated at 249 thousand projects.

Between 2003 and 2017, FDI companies in the region
were concentrated in a limited number of countries,
the first of which was the UAE, which had 3959 com-
panies, representing 53.9% of the Arab total, followed
by Saudi Arabia with 1035 companies, representing
14.1% of the Arab total. Morocco ranked third with
761 foreign companies accounting for 10.4% of the
total. The total investment cost or expenditure of FDI
projects in Arab countries between 2003 and 2017
was estimated at more than $ 1.1 trillion, a percent-
age of 8.5% of the world total of $ 13.3 trillion. The
total employment opportunities provided by these pro-
jects was estimated at more than 1.9 million job op-
portunities representing 5.9% of the world total
amounting to 37.5 million jobs.

Historically, the number of FDI projects in the Arab
countries increased from 460 projects in 2003 to
1,325 projects in 2008 and then witnessed a general
trend of decline with the repercussions of the global
financial crisis as of 2009 until it fell again
to 769 projects in 2015. The number
climbed back to 876 projects in 2018.

Between 2003 and 2018, foreign compa-
nies operating in the Arab countries have
been able to invest in around 14 thousand
projects in the Arab region, a percentage of
5.1% approximately of the total number of
foreign projects in the world estimated at
270 thousand projects.

The total investment cost or expenditure of
FDI projects in Arab countries between
2003 and 2018 was estimated at more
than $ 1.2 trillion, a percentage of 8.4% of
the world total of $ 14.3 trillion. The total
employment opportunities provided by
these projects was estimated at more than
two million job opportunities representing
5% of the world total amounting to 40.2
million jobs.

1t Climate in Arab Countries
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Evolution of Greenfield Fdi Projects into Arab Countries
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Source: FDI Markets

Inward Greenfield Projects to Arab Countries from World

2018

Oman 19,635 10,897

Saudi Arabia 103 15,537 10,679 92
UAE 378 14,130 29,322 353
Egypt 91 12,453 32,273 73
Algeria 18 9,259 10,349 17
Morocco 71 4,485 15,351 66
Iraq 11 2,851 1,673 8
Bahrain 27 1,426 3,502 25
Libya 2 1,023 1,703 2
Tunisia 19 554 9,657 18
Qatar 42 534 3,571 39
Jordan 13 387 1,233 12
Kuwait 28 341 2,467 26
Djibouti 1 220 131 1
Somalia 3 170 448 3
Syria 2 155 369 2
Lebanon 6 147 185 6
Palestine 2 128 358 2
Sudan 2 2

Source: FDI Markets
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New Inter-Arab Investment Projects in 2018

The Cost of New Intra-Arab Projects in 2018

According to the FDI Markets database devel-
oped by the Financial Times, considered as one
of the most inclusive databases that cover the
overall new FDI projects all over the world and in
all sectors as of 2003, the following can be
drawn:

e In 2018, 103 Arab companies established 173
new projects in the region beyond their coun-
try’s borders. The investment cost of these
projects has been estimated at around 26.4
billion dollars, creating 32196 new job oppor-
tunities.

e In terms of countries receiving inter-Arab in-
vestment inflows in 2018, the Sultanate of
Oman topped the list of Arab States with
58.4% of the total investments, followed by
Egypt with 16.3% and KSA with 10.9%.

e Regarding countries with inter-Arab invest-
ment outflows in 2018, the U.A.E. topped the
list with a share of 73% of the total, followed
by Kuwait in the second place with a share of
10.2% and Saudi Arabia in the third place with
10%.

e« The real estate sector is considered the most
important in attract-

fourth place with a value of $ 591 million and
a 2.2% share.

The total cost of inter-Arab investment pro-
jects between 2003 and 2018 was estimated
at more than $ 361.7 billion with an increase
of $ 26.4 billion, which is 7.9%, compared with
$ 335.3 billion by the end of 2017.

Regarding the countries receiving the inter-
Arab investment flows during the period be-
tween 2003 and 2018, Egypt topped the list of
Arab countries by acquiring projects worth
90.9 billion dollars and 25.2% of the total in-
vestments during the period followed by Saudi
Arabia with 34.8 billion dollars and 9.6% of the
total, and the Sultanate of Oman in the third
position with $ 29.9 billion, a share of 8.3%.

Concerning countries with inter-Arab invest-
ment outflows between 2003 and 2018, the
UAE topped the list with $ 183.6 billion, or
50.8% of the total, followed by Kuwait with $
43 billion and 11.9%. Bahrain ranked third
with $ 38.7 billion and a share of 10.7%.

UERUICRAICIINMEE  Destribution of Inter-Arab Greenfield Fdi Projects (CAPEX) between

jects in 2018, with 2003 & 2018 (by destination)
investments

amounting to 16.9

billion dollars with UAE  raq

< %6.1
a share of about Libya

63.6% of the total Jordan
cost of projects fol- %6.7
lowed by coal, oil Algeria
and gas sector with %6.9

US $ 3.3 billion, a

share of 12.6%, Oman

the food and tobac- %83

co sector with $ 2.5 _
billion and 9.3%, P
the alternative en- ii‘g’;
ergy sector in the

%5.8 Morocco
%6.4 %4.5

Bahrain Sudan
%4.%1 %1.2  Kuwait
atar Tunisia %1.1
%3.5 %2.1
. Yemen
%1.1
%13.0 Djibouti
%1.0
Syria Palestine
%2.9 %0.3
Lebanon
%3.3

Source: FDI Markets
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Number of New Intra-Arab Projects in 2018

The financial services
sector is considered
the most remarkable in
attracting  inter-Arab
projects in 2018 with
15.6% of the number
of projects. The tex-
tiles sector came in
the second place with
a share of almost
13.9% of the total
number of projects,
followed by the con-
sumer goods sector
with a share of 13.3%.

As for countries re-
ceiving inter-Arab in-
vestment flows during
2018, Saudi Arabia
topped the list of Arab
countries by acquiring
37 projects represent-
ing 21.4% of the total
number of projects,
followed by the Sultan-
ate of Oman with a
share of 19.1% and
Egypt with a share
less than 16.8%.

In term of countries
exporting inter-Arab
investments in 2018,
the UAE came in the first position with 51.4% of
the total number of projects, followed by Kuwait
and Egypt with 7% each.

The number of inter-Arab investment projects
during the period between 2003 and 2018 was
estimated at 2895 projects. As for countries re-
ceiving inter-Arab investment projects during the
same period, Saudi Arabia topped the list with
482 projects representing 16.7% of the Arab total,
followed by the UAE in the second position with
319 projects and a share of 11.1%. Egypt ranked

Dhaman Investment Attractiveness Index 2019

Destribution of Inter-Arab Greenfield Fdi Projects (No. of Projects)

between 2003 & 2018 (by destination)

Destribution of Inter-Arab Greenfield Fdi Projects (No. of Projects)
between 2003 & 2018 (by source)

$
— e

0.2%

Source: FDI Markets Database

third with 301 projects representing 10.5%.

Regarding countries with outward investment pro-
jects for the same period, the UAE ranked first
with 1396 projects representing 48.3% of the Ar-
ab total, followed by Saudi Arabia in the second
place with 320 projects accounting for 11.3% and
Kuwait in the third place with 318 projects and a
stake of 11%.
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Intra-Arab Investment Projects Progress

During the period between 2003 and 2018, the
indicators for inter-Arab investments witnessed a
clear fluctuation. The indicators for the number of
companies, projects and inter-Arab investment
costs increased from 2003 to 2006 before declin-
ing again in 2007.

Also during the year 2008, before the repercus-
sions of the global financial crisis appeared, the
various inter-Arab investment indicators rose be-
fore declining again in 2009 and then projects
cost continued to decline until 2011, affected by
repercussions of the events that hit the region
and their implications began to unfold as of 2013

Evolution of Inter-Arab Greenfield Fdi Projects (No. of Projects) 2003-2018
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Changes in the Sectoral Distribution

The sectoral distribution witnessed some chang-
es during the last decade, between 2008 and
2018. The number of projects shows a clear rise
in the relative importance of the textile sector
from zero% to 13.9% approximately,

jects, Al Futtaim Group with 35 projects and
Emaar with 33 projects. These were followed by
Rotana Hotels with 32 projects, Zain Telecom
with 21 projects, Kuwait Finance House with 19

thus becoming the second most im- Intra-Arab investment projects (Capital
portant sector, while the financial ser- Expenditure,CAPEX) by sectoral destribution

vices sector witnessed a great de-

cline from 25.4% to 15.6%.

In terms of the investment cost of

services, %1.6

Business

the projects, the sectoral distribu-

Financial
tion of inter-Arab projects also wit- Services,
nessed a change between 2008 %1.7
and 2018. The relative importance
of the real estate sector stabilized | Telecommu
significantly at around 64% and that nications,

of the coal, oil and gas sector stag- %1.8

nated at 13% against a significant
decline in the relative importance of

the hotels and tourism from 6% to
less than 1%.

Alternative / renewable
energy, %2.2

Between 2003 and 2018, Majid Al
Futtaim Group came in the first
place with investments reaching
some $ 28 billion in 64 projects, fol-
lowed by the Bahraini Al Khalegj
Development Company (Tameer) as
the second most important investor
in inter-Arab investment projects
with an investment cost of $ 21.6
billion, the Emirati company Emaar
with $ 18 billion, and the Emirati
company Al Maabar with $ 11.6 bil-
lion and the Qatari Barwa Real Es-
tate Company with $ 10.9 billion.

The 10 largest companies in terms
of investments contributed about
37% of the inter-Arab investments during that pe-
riod.

In terms of number of projects between 2003 and
2018, Landmark came first with 91 projects, fol-
lowed by EMKE Group in the second place with
88 projects, Majid Al Futtaim Group with 64 pro-

Dhaman Investment Attractiveness Index 2019

Real estate,
E— %63.6
Food and
tobacco, %9.3

Coal, oil and
gas, %12.6

Building

materials,

Coal, oil and %2.7
gas, %13.1
1 Minerals,
%2.6
Food and
tobacco,
%2.5

Real estate,

%64.4 Storage, %2.3

Source: FDI Markets

projects, Orascom Group with 18 projects and
Dubai Islamic Bank with 17 projects.

The top ten companies in terms of the number of
projects contributed about 14 % of the number of
inter-Arab projects during that period.
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FDI Attractiveness of
Arab Countries



The attractiveness of countries to foreign invest-
ment is linked to three major sets of determinants.
Each group consists of a number of sub-
indicators that contribute to the total overall and
institutional factors and criteria considered by
multinational corporations, which are the engine
and the key player in foreign investment, when

2019 Investment climate Report

which in turn are divided into 56 quantitative vari-
ables, the vast majority of which is the average
value of the variable over the three available
years (in this version from 2016 to 2018). This is
aimed at enhancing the strength of the results
and reducing the impact of fluctuations in the data
resulting from external and internal shocks, which

may temporarily keep some variables away from
their normal level. The variables have been com-
piled from international, regional and local
sources and databases, and collectively measure
the ability of States to attract foreign investment.

evaluating the potential host country for invest-
ment.

Therefore, Dhaman FDI attractiveness Index con-
sists of three main groups with 11 sub-indicators,

The 2019 index has witnessed four main changes in its constituents, resulting in a decrease
in the number of its components from 57 to 56 in total, due to the following:

1. Financial intermediation and financing capacities indicator: all of its three components have
been replaced representing the average of 6 variables of the financial advancement indicator
issued by the International Monetary Fund (IMF), namely: 1- the financial depth sub-indicator
(the average of the financial depth for institutions and financial markets sub-indicators), 2- the
financial access sub-indicator (the average of the financial access for institutions and finan-
cial markets sub-indicators) and 3- the financial efficiency sub-indicator (the average of the
financial efficiency for institutions and financial markets sub-indicators). These 3 new sub-
indicators came to replace the previous 3 variables: 1- Ratio of broad money to GDP (M2 to
GDP), 2- domestic credit to private sector as a percentage of GDP and 3- the state’s share of
the total mergers and acquisitions in the world. This change has been made because of the
availability of up-to-date data for a larger number of countries and for the sake of improving
the performance of the indicator measurement of the observed phenomenon.

2- Cost elements indicator: It witnessed the cancelation of one of its four constituents, which
is the export cost based on documented engagements, and the adoption of a new compo-
nent, the cross-border trade performance indicator (one of the sub-indicators of the business
environment index issued by the World Bank), which relies on measuring the proximity to the
maximum performance.

3- Logistics performance indicator: One of its seven constituents, which is the presence of
infrastructure, has been cancelled because of the close link between that variable and the
others within the indicator, which are: 1- efficiency of custom clearance services, 2- trade and
transport infrastructure performance, 3- air shipping performance, 4- logistics quality, 5- track-
ing and tracing performance, 6- time of completion of transactions.

4- Agglomeration economies indicator: one of its components, which is the number of multi-
national companies operating in the country, has been replaced by a new component: the
number of inward new FDI projects coming from OECD countries. This change has been
made for reasons of the availability of timely data for the countries included in the index and
for the sake of maintaining the accuracy of the indicator measurement of the observed phe-
nomenon.

1t Climate in Arab Countries
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Dhaman Investment Attractiveness Index 2019
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The Overall Arab Attractiveness Status

I CRGCEVIER R R == Y-8 Dhaman’s FDI Attractiveness index valuesof Arab region compared to the

ness general index for 2019 show world and a number of regions
that Arab countries fell to the fifth
place among 7 geographic

groups, with an average index of 51.751.7  50.150.4 461467
38.4 points and average ranking 386395 | 354394 | 369361

of 71. The OECD countries 30.43.3
claimed the first place, followed

62.2 62.7

by East Asia and the Pacific

countries in the second place.
OECD East Asia & Europe and Latin Arab Region| South Asia Sub-Saharan  World

European and Central Asian Pacific ~ Central Asia America & Africa Average
. . . Caribbean

countries came in the third place,

Latin American and Caribbean m 2019 m 2018

countries in the fourth place, fol-
lowed by South Asian countries
in the sixth place and, finally,
African countries in the seventh
place.

Evolution of Dhaman's Fdi Attractiveness Index for Arab Region

In comparison with 2018 report, ~—
the attractiveness of Arab coun-
tries to FDI slightly decreased
due to the decline in the value of
the index in all Arab groups. On
the level of Arab groups, the re- W E ﬂ n
sults of the FDI attractiveness ' ' ' ' ' '

index show that the GCC coun- 2019 2018 2017 2016 2015 2014 2013
tries (Saudi Arabia, United Arab
Emirates, Kuwait, Qatar, the
Sultanate of Oman and Bahrain)
in general outperformed other
Arab sub-regions with a score of Dhaman’s FDI Attractiveness index values by Arab Region
49.7 points out of 100 points in
2019, as they occupied the first
position in the Arab world de- 49.7 505

spite the decline in their perfor- sg5 406 380 388

mance compared to 2018. Le-

vant states (Egypt, Lebanon and Y
Jordan) ranked second with 216

38.5 points with a decline in

I Index Value =4-—\World Average Ranking

their performance compared to
201_8'_ Maghre_b states (Libya, GCC states The Levant The Maghreb Low FDI

Tunisia, Algeria and Morocco) Performance
ranked third on the Arab level countries

with 38 points. In the last place m2019 = 2018

came the low performance

countries.
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2019 Investment climate Report

28

The Set of Prerequisites

Undoubtedly, the set of pre-
requisites or the necessary
conditions that allow the host
country to attract invest-
ments are considered indis-
pensable conditions to at-

Arab Groups Performance in Prerequisites Component 2019

73
tract investments. The set of
prerequisites includes four 50
out of the eleven sub-
indicators that constitute the ‘
EDI ttract; index: GCC states The Levant The Maghreb Low FDI
attrac yeness index: Performance
macroeconomic perfor- countries

mance, financial intermedia-
tion & financing capacities,
institutional environment and
the business environment
indicator.

Arab countries claimed the fifth place globally
among 7 geographical groups on the index of set
of prerequisites for FDI attractiveness in 2019,
with an average of 53.4 points on the index for
Arab countries group, and average ranking of
countries within the group of 73.

OECD countries claimed the first place, followed
by East Asia and the Pacific countries in the sec-
ond place, European and Central Asian countries
in the third place, Latin American and Caribbean
countries in the fourth place, South Asian coun-
tries in the sixth place, and finally African coun-
tries in the seventh place.

In comparison with 2018, the
index value in Arab countries
increased and the Perfor-

¥ Index Value

® Average World Ranking

The index data also reveal a relative superiority
of GCC countries compared to other Arab coun-
tries with 63.4 points, followed by the Maghreb
countries in the second place on the Arab level
with 54.5 points. The Levant countries came in
the third place and in the fourth and last place
came the low performance countries.

Both the GCC and the Maghreb countries stood
out on the macroeconomic stability indicator. The
GCC countries also outperformed by far other Ar-
ab groups on the following sub-indicators: the fi-
nancial intermediation, the financing capacities
and the institutional and business performance.

Evolution of Prerequisites for Arab Region

mance on the set of prerequi-
sites also improved in other
geographic groups covered
by the index, knowing that
the Arab performance is 7.5

points lower than the global
performance average on the
set of prerequisites.

I Index Value

73 73 2 69 68 68 67
L === .
——
2019 2018 2017 2016 2015 2014 2013

== Average World Ranking
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The Set of Underlying Factors

Major investors, particularly
multinational  corporations,
base their decisions to in-
vest or not in a specific
country on a number of de-
terminants, which can be
called the set of underlying
factors especially that these
corporations are one of the
most important channels of

2019 Investment climate Report

Arab Groups Performance in Underlying Factors 2019

f

international financing and
FDI. Moreover, their pres-
ence is an incentive for
more enterprises and invest-
ments, due to their huge ca-
pacities that allow them to
control an important share
of the world investment movement. The et in-
cludes five out of the eleven FDI sub-indicators:
market access and market potential, human and
natural resources, cost components, logistics per-
formance and telecommunications and IT.

GCC states

Arab countries claimed the fourth place globally
among seven geographical groups on the set of
underlying factors index for the year 2019, with
an average of 40.9 points on the index for Arab
countries group, and average ranking of countries
within the group of 67 points. OECD countries
came in the first place, followed by European and
Central Asian countries in the second place, East
Asia and the Pacific countries in the third place,
while Latin American and Caribbean countries
came after the Arab countries in the fifth place,
South Asian countries in the sixth place and Afri-
can countries in the seventh
place.

¥ Index Value

The Levant The Maghreb Low FDI

Performance
countries

® Average World Ranking

are on top of the list on the Arab level with a
score of 54.1 points, an average performance
above the global average of 47.2 points. Levant
States came in the second position with a big dif-
ference, followed by Maghreb states and the low
performance states.

GCC countries outperformed the rest of Arab
groups and global averages on the components
of the set of underlying factors, except for the
cost elements component. The performance of
Maghreb States has been outstanding as they
ranked first on the cost elements indicators, while
Levant States ranked second on the indicators of
market size, potential and ease of access, , logis-
tics performance, telecommunications and IT sub
-indicators. Low performance States came in the
last place.

Evolution of Underlying Factors for Arb Region

In comparison with 2018’s
67 67 67

sub-indicator, the perfor- 66 65 63 65
mance of Arab countries as ¢ — > ¢ ——————¢
well as that of other geo-

graphic groups improved on

the set of underlying factors.

It is also noticeable that

GCC states continued to 2019 2018 2017 2016 2015 2014 2013
outperform other Arab sub-

regions in general, as re- I Index Value == Average World Ranking

sults show that GCC states

Dhaman Investment Attractiveness Index 2019
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The Set of Positive Externalities

The set of positive exter-
nalities refers to the differ-
ent factors that enhance a
country's assets for its in-
tegration with the global
economy, its possession of
technological advance-
ment potential as well as
other factors that distin-
guish it from other states.
It includes two out of the
eleven sub-indicators: ag-
glomeration economies
and excellence & techno-
logical advancement.

GCC states

Globally, Arab countries claimed the sisxth place
among seven geographic groups with an average
of 22.4 points on the set of positive externalities
for FDI attractiveness for the year 2019, and with
an average ranking of 73 points within the group
of countries. OECD countries came in the first
place with an average of 45.2 points and average
ranking of 22 points, followed by East Asia and
the Pacific countries in the second place, Europe-
an and Central Asian countries in the third place,
South Asian countries in the fourth place, while
Latin American and Caribbean countries came in
the fifth place, and finally Sub-Saharan Africa in
the seventh place.

In comparison with 2018,
the performance of Arab
countries declined as well

® |Index Value

Arab Groups Performance in Externalities Fators 2019

Low FDI
Performance
countries

The Levant

The Maghreb

® Average World Ranking

average performance, in comparison with the
global average of 30.7 points, whereas the Le-
vant countries ranked second followed by Ma-
ghreb countries, which came in the third place
and finally low performance countries came in the
fourth place with a big gap between them and
other groups.

Data also shows that Levant and Maghreb coun-
tries both registered an outstanding performance
on the agglomeration economies indicator in
comparison with the global average, and GCC
countries performed very well on the technologi-
cal advancement indicator in comparison with the
global average.

Evolution of Externalities Factors for Arab Region

as the performance of the 73 71 71
other world groups ex- = ==

cept for South Asian

countries, whose per-

formed improved.

22.4 24.3

Data shows once again

-t ¢ — —

that GCC countries occu-
pied the first place, with a
score of 31.1 points, an

2019 2018

I Index Value

24.6 24.2 24.9 24.2 23.2
2017 2016 2015 2014 2013

=4—Average World Ranking
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Arab World’s Position on Eleven Key Indicators

It is possible to measure countries’ at-
tractiveness to foreign direct invest-
ment through the main FDI attractive-
ness index, which is based on 11 sub-
indicators, each of them monitors one
of the main factors that determine a
country’s capacity to attract capital

Arab Groups Performance in Macroeconomic Stability Indicator

2019

. . 53 52
flows, such as: macroeconomic stabil-
ity, financing capacities index, institu-
tional environment, market access & GCC states The Maghreb The Levant Low FDI
market potential, human and natural Perforrtn?nce

T countries

resources, cost components, logistics
performance, telecommunication & IT, = Index Value = Average World Ranking

agglomeration economies and innova-

tion & differentiation and the ratio of current account and govern-

ment budget deficit or surplus to the GDP.

These sub-indicators include approximately 56
variables that monitor in detail the factors that de-
termine a country's capacity to attract invest-
ments and accurately determine its position on
the attractiveness index. The details are as fol-
lows:

Macroeconomic stability indicator e Levant states ranked third with a poor perfor-
mance on the sub-variables.

e Maghreb countries ranked second and their
performance was remarkable on the indica-
tors related to inflation the GDP growth rate
fluctuation and the ratio of current account
deficit or surplus to GDP.

The macroeconomic stability is one of the im-
portant elements for attracting investments. The ¢ Low performance countries came in the fourth

degree of this stability is measured with 7 main and last place despite their good performance
variables: Real GDP growth volatility, inflation on the two variables concerning the number of
rate, real effective exchange rate volatility, num- exchange rate crises.

ber of exchange rate crisis, current account defi-
cit to GDP ratio, fiscal balance to GDP ratio and
gross public debt to GDP ratio.According to the
results, the following observations can be drawn:

e In comparison with 2018, the performance of
all Arab groups on the macroeconomic stabil-
ity index declined, except for Maghreb states.

e The Arab performance
average of 70.8 points is
close to the global aver-
age of 73.4 points despite
the regression to the sev-
enth and last position.

Evolution of Macroeconomic Stability Indicator for Arab Region

e GCC countries occupied
the first place on the Arab

level with an outstanding 2019 2018 2017 2016 2015 2014 2013
performance in the Effec-

tive real exchange rate B Index Value =4=— Average World Ranking
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Financial Intermediation and Financing Capacities Indicator

The financial intermediation
and financing capacities in-
dicator measures the nec-

essary financial compo-
nents to attract invest-
ments. It surveys 3 main

var

introduced this year: Finan-

cial
cial

financial efficiency indicator,

rep

variables:

mo
GD

iables that have been 44.0
depth indicator, finan-
access indicator and

lacing the previous 3 GCC states

Ratio of broad
ney to GDP (M2 to
P), domestic credit to

private sector as a percent-
age of GDP and the state’s
share of the total mergers and acquisitions in the
world. This change has been made for reasons of

the

availability of up-to-date data for a larger

number of countries and for the sake of improving

the
the

Int

performance of the indicator measurement of
observed phenomenon.

his context a number of results can be drawn

to clarify the performance of Arab countries in this
domain:

In the context of the improved global perfor-
mance on the financial intermediation & fi-
nancing capacities indicator with an average
of 37.4 points, the Arab performance was
close at 30.3 points and
ranked third worldwide.

GCC countries claimed

the first place on the Ar- 62 62

The Levant

® Index Value

Arab Groups Performance in Financial Structure & Funding

Capabilities 2019

12.9

The Maghreb Low FDI

Performance
countries

B Average World Ranking

variables with an average higher the global
one.

Levant State came in the second position on
the indicator with 32 points and in the same
position for the 3 components of the financial
intermediation and financing capacities indica-
tor, while Maghreb States ranked third, and
last came the low performance countries.

In comparison with 2018, the performance of
all Arab subgroups improved in the 2019 indi-
cator.

Evolution of Financial Structure & Funding Capabilities Indicator

for Arab Region

62 63 62 61 59

ab level on the present
indicator with 44 points,
higher than the global
average, as their perfor-
mance was outstanding

———————————  —

for the financial depth,
the financial access and
the financial efficiency

2019 2018

I Index Value

EEEEEREE

2017 2016 2015 2014 2013

=¢=Average World Ranking
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Institutional Environment Indicator

The investment climate is
strongly affected by the insti-
tutional and organizational
situation, especially laws and
legislations and their imple-
mentation, continuity, stability
and consistence with interna-
tional laws as well as the
overall monetary and finan-
cial policies. Legal and insti-

2019 Investment climate Report

Arab Groups Performance in Institutional Environment

Indicator 2019

l

r

tutional structural reform in-
spires confidence to the for-
eign investor during the as-
sessment of the investment's
targeted geographical choic-
es. The eventual risks and
costs decrease in the pres-
ence of clear laws and targeted investment cli-
mate work strategies, which also allows to mini-
mize the doubts that the foreign investor might
face concerning regulatory or legal obstacles that
might affect the continuity and course of the in-
vestment process. In this context, the institutional
climate in the host country is one of the main fac-
tors that influence the state's attractiveness to
investment. This is confirmed by previous experi-
ences in the world, and is considered by financial
and development institutions as one of the main
challenges that the Arab spring countries will
face, with regards to stabilizing and restoring for-
eign investors' trust.

GCC states

A large set of relevant variables or sub-indicators
were monitored, especially those that survey the
performance of states. They include some varia-
bles such as voice and ac-
countability, political stability
and absence of violence,

® Index Value

Low FDI
Performance
countries

The Maghreb The Levant

B Average World Ranking

the global average 53.2 points, with large dis-
crepancies among the surveyed Arab groups in
the indicator. On the level of Arab groups, GCC
states came in the first place with a score of 52.5
points, a performance close to the world average
performance, followed by Maghreb States in the
second place with a big gap, Levant states in the
third place with a small gap, and low FDI perfor-
mance countries occupied the fourth and last
place. Remarkably, GCC states achieved a good
performance on the majority of the indicators with
an average exceeding the global average on 4
variables, while Maghreb States had an excep-
tional performance on the involvement and ac-
countability variable.

In comparison with 2018, the performance of all
Arab groups improved on the present indicator
and the performance of GCC countries declined.

Evolution of Institutional Environment Indicator for Arab Region

government effect.lveness, 24 74 73 73 7 - 1
and regulatory quality, con-

trol of corruption and rule of ¢ ¢ ¢ >~ —e >— —
law. The performance of Ar-

ab states was very moder-

ate on the institutional envi- 37.6 37.0

ronment as they came in the

sixth position globally with . . . . . .

an average score of 37.8 2019 2018 2017 2016 2015 2014 2013

points in comparison with

I Index Value

== Average World Ranking
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Business Environment Indicator

The business environment is
one of the factors that deter-

mine a country's attractive-
ness to foreign investment. It
is measured based on seven
main chosen variables: start-

ing a business, dealing with
construction permits,
tering property,
electricity, access to credit, .
investors' protection and con-

tracts execution.

regis-
access to

Arb Groups Performance in Business Environment Indicator 2019

GCC states
It is worth

mentioning that the business

environment indicator that is

included in the FDI general

indicator is inherently different from the general
business environment indicator that is published
on a yearly basis by the World Bank, although
both indicators use the same data source. There-
fore, it is natural that their results are different on
the international and Arab level especially with re-
gard to the position and classification of the world
and the region's states. In the context of the anal-
ysis of the indicator's results, a set of man obser-
vations can be drawn:

Arab countries came in the fourth place global-
ly, with a slight gap between them and the
group of Latin America and the Caribbean with
59.2 points below the world average of 65
points.

Arab countries registered a performance better
than the global average
on the variable of regis-
tering property, while
their performance was
below the global aver-

B |Index Value

93
76
69
The Maghreb The Levant Low FDI
Performance
countries

m Average World Ranking

ter than the world average, followed by Ma-
ghreb states in the second place, Levant coun-
tries in third place and low performance coun-
tries in the last place.

GCC countries registered a remarkable perfor-
mance in all components, except for the varia-
ble of access to credit as it came below the
global average.

The indicator reveals the necessity for most
Arab subgroups to undertake reforms in the
variables related to registering property, ob-
taining credit and protecting investors.

- In comparison with 2018, all Arab groups wit-
nessed an improvement in performance on the
business environment indicator.

Evolution of Business Environment Indicator for Arab Region

70 69

age on the rest of the
components.

GCC countries occu-
pied the first place on

the Arab level with a
score of 69.7 points,
with a performance bet-

2019

I Index Value

68 69 67 68 65
2018 2017 2016 2015 2014 2013

=¢=—Average World Ranking
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Market Size, Potential and Ease of Access Indicator

Market size, potential and Arab Groups Performance in Market Size
ease of merchandising & Accessibility Indicator 2019

goods and services in it
are considered the main
factors of FDI attractive-
ness. This indicator was
designed in order to sur-
vey these factors through
6 decisive variables: real
per capita domestic de-

mand, domestic demand GCC states The Levant The Maghreb Low FDI
volatility, trade perfor- Performance
mance index, trade to countries
GDP ratio, applied tariff

and openness to the out- ¥ Index Value ® Average World Ranking

side world.

The survey results show the following:
y J domestic demand and trade performance.

- Arab states ranked lower than the global av-
erage on the market access, size and poten-
tial indicator and its six components, therefore
they ranked fourth worldwide on the indicator.

- The indicator reveals the dire need for Ma-
ghreb States to undertake reforms on the
openness to the outside world indicator and
for low FDI performance countries to do the

- GCC countries topped the list of Arab coun- same for the all the indicators especially trade
tries with an average performance and an av- performance and openness to the outside
erage almost equal to the world average. Le- world.

vant states ranked second, followed by Ma-
ghreb states in the third place, and finally low
FDI performance countries came in the fourth
place with a big gap.

- In comparison with 2018, the performance of
GCC, Levant and Maghreb States improved
while the performance of low performance
states regressed.

- GCC countries' perfor-
mance stood out on the
real per capita domestic
demand variable, as well 69 70 70 70 71
as on the variables relat-
ed to the trade to GDP
ratio, the application of
customs tariffs and with

averages higher than the 41.0 411 40.8
global average. Levant

§tates had an outstand- 2019 2018 2017 2016 2015 2014 2013
ing performance on the

variables related to the B Index Value —¢— Average World Ranking
level of fluctuations in

Evolution of Market Size & Accissibility Indicator for Arab Region

67 68
> < —— .«
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Human & Natural Resources Indicator
Certain investment patterns

in the world target various
activities
resources and give priority

including natural

to the availability of qualified

and
sources in the investment
targeted country. In this con-
text, a human & natural re-

trained human re-

Arab Groups Performance in Human & Natural Resources

Indicator 2019

sources indicator was in-
cluded and that measures
these factors through 5

s . GCC states The Levant The Maghreb Low FDI
quantitative and qualitative Performance
variables: Natural resources countries

revenues' share of the GDP,

average growth in

labor

productivity, average years
of schooling for adults, expected years of school-
ing for children and Human Development Index.

In this context, a number of results can be drawn,
regarding the performance of Arab countries:

The Arab performance on this indicator was
very close to the global one, and the region
came third globally.

The Arab performance was better than the
global average on the variable of natural re-
sources revenues' share of the GDP, which is
more than the double. This is due to the pres-
ence of oil and other mineral resources in a
number of countries. The Arab performance
was also above the world average on the
work productivity rate variable.

Arab performance was
close to the global perfor-
mance on human develop-
ment indicator, while it was
lower than the global level
on two variables: the aver-

53 53

¥ Index Value

®m Average World Ranking

components with a big gap compared to the
global average. Levant states came second
and Maghreb countries ranked third with a
slight difference while low FDI performance
countries came in the fourth place with a very
poor performance.

The indicator reveals the need for Maghreb,
Levant and Low performance countries to un-
dertake reforms on the growth in labor
productivity index and for low FDI perfor-
mance countries to do the same for all sub-
indicators, except for the share of natural re-
sources revenues from the GDP.

In comparison with 2018, the performance of
all Arab groups decreased on the present in-
dex except for Low performance States, which
performance improved.

Evolution of Human & Natural Resources Indicator for Arab Region

52 52 52 51 51

age number of education
years for adults and ex-
pected number of educa-
tion years for children

————+

i i i i i .

in 2019 2018

GCC countries came
the first place on this indi-
cator and all its sub-

I Index Value

2017 2016 2015 2014 2013

=4¢—Average World Ranking
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Cost Components Indicator

The production cost pro-
jects and the cost differ-
ences between countries
constitute a decisive indi-
cator in attracting FDI, es-
pecially that there are
large discrepancies in the
world on this level. This
indicator measures cost
components through four

Arab Groups Performance in Cost Components Indicator 2019

variables: Labor tax and GCC states The Levant The Maghreb Low FDI
contributions as a ratio of Performance
countries

commercial profits, total
tax rate as a ratio of com-
mercial profits, time to
prepare and pay taxes in hours per year,
cross-border trade performance indicator (the
measure of approaching the upper limit of per-
formance) as a new component rather than
the cost of import and export.

¥ Index Value ® Average World Ranking

comparison with the global average. Levant
states registered a performance higher than
the global average on the time needed for
paying taxes per year variable, and Ma-
ghreb states registered a poor performance

The following results can be drawn from the on the labor tax rate and contributions as a
relative situation of Arab countries on this indi- ratio of commercial profit component.
cator: .
o Low-performance and Maghreb countries

« Arab performance on this index was below need to speed up decision making on re-

the global average, with 46.5 points and the forms related to taxes and export cost.

Arab region came in the sixth place global- . _

ly. « In comparison with 2018, the performance

of all Arab groups improved.
o GCC countries occupied the first place and
surpassed the global average with 57.7
points. Levant states
ranked second and
Maghreb states

Evolution of Cost Components Indicator for Arab Region

_ _ 71 71 71 71 70
ranked third while low . . * — 61 61
FDI performance M
countries ranked
fourth.

« GCC countries regis- i i H i H i i i H i i i i
tered an outstanding 2019 2018 2017 2016 2015 2014 2013

performance on the
tax sub-indicators in I Index Value —4— Average World Ranking
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Logistics Performance Indicator

The availability of infra-
structure

as well as

transport utilities and logis-
tics services represent a
decisive element in starting
all sorts of investment pro-
jects and increasing the

competitiveness of those
projects internally and ex-
ternally.

In this sense, the logistics

Arab Groups Performance in Logistics Perfomance Indicator

PAONRY)

GCC states

performance indicator has

been included.
posed of 6 sub-variables:

It is com-

efficiency of custom clear-

ance services, trade and

transport infrastructure performance, air shipping
performance, logistics quality, tracking and trac-
ing performance, time of completion of transac-
tions, as one of the seven components of the in-
dicator has been removed, which is infrastructure
quality due to the close link between this compo-
nent and the six other ones within the indicator.

An analysis of the Arab countries' situation on
this index allows us to extract the following re-
sults:

In general, the average Arab performance on
this indicator was lower than the global aver-
age of 48.2 points and the region came fourth
globally.

The Arab performance
was lower than the glob-
al average on all varia-
bles, but with uneven
differences.

71
66

GCC countries topped
the Arab groups and sur-
passed the global aver-
age. Levant countries
ranked second with a big

The Levant

¥ Index Value

, 2
cEall

The Maghreb Low FDI

Performance
countries

® Average World Ranking

in the fourth and last place.

The GCC countries registered an outstanding
performance on all sub-variables in compari-
son with global averages, and the rest of Arab
groups registered contrasting performances,
except for the low FDI performance countries
that recorded a very poor performance on
most of the variables.

The indicator shows that low FDI performance
countries must urgently implement reforms
covering all the indicator's variables.

In comparison with 2018, the performance of
all Arab groups declined while the perfor-
mance of GCC countries improved.

Evolution of Logistics Performance Indicator for Arab Region

Ii

71 71

66

gap, followed by Ma- 2019 2018

ghreb states then by low
FDI performance states

I Index Value

2017 2016 2015 2014 2013

=¢=—Average World Ranking
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Telecommunications & Information Technology Indicator

With the technological de-
velopment witnessed by the
world,

the telecommunica-

tions and information tech-
nology sector’s role has be-
come more important in the
growth and development of

all service and production

Arab Groups Performance in Information & Communication
Technology Indicator 2019

sectors in any economy.
Therefore it has become
one of the main factors in- ‘

. . GCC states The Levant The Maghreb Low FDI
fluencing FDI attractive- Performance
ness, which can be meas- countries

ured by monitoring 4 main

variables: Telephone lines
(per 100 people),

internet

users (per 100 people), mobile subscriptions (per
100 people) and broadband services subscribers.

An analysis of the Arab countries' situation on this
indicator allows us to draw the following results:

The average Arab performance recorded 35.5
points and the region came in the fourth place
worldwide, below the global average of 41.8
points.

Arab performance remained higher than the
global average on the variables related to in-
ternet users and mobile subscriptions.

GCC countries came in the first place on the
Arab level and surpassed the global average.
Levant states ranked
second with a big gap
compared with GCC

B |ndex Value

B Average World Ranking

lated to internet users and mobile phone sub-
scribers, while the performance of Levant
countries was better than the global average
on the percentage of internet users. Maghreb
states also outperformed the global average in
terms of mobile subscriptions.

Data reveals the necessity for all sub-groups
to take action regarding landline and broad-
band subscriptions to improve their status on
all variables.

In comparison with 2018’s indicator, the perfor-
mance of Maghreb States and Low perfor-
mance States improved while that of GCC and
Levant States declined.

Evolution of Information & Communication Technology for Arab Region

countries, foIIov.ved by o - s o o o N
Maghreb countries and

Low FDI performance ~— —¢ ¢ >— —0 7S
countries.

GCC countries regis- - >3 32.2 31.2 30.2

tered an outstanding j - - - - - -_
performance higher 2019 2018 2017 2016 2015 2014 2013

than the global average
for the components re-

Dhaman Investment Attractiveness Index 2019
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Economies of Agglomeration Indicator

Multinationals contribute the
vast majority of investments

in the world. The associa-
tion of countries with them

is also an important element
in their ability to attract in-
vestments. In this context,
economies of agglomera-
tion indicator was included,
based on 3 main variables:

Arab Groups Performance in Agglomeration Economic

Indicator 2019

80
18.7 155 S 44
. 14'8 6.9

) The Levant The Maghreb GCC states Low FDI
Number of inward FDI pro- Performance
jects coming from OECD countries
countries rather than the
number of multinationals Index Value ® Average World Ranking

operating in the country, in-

ward FDI balance percent-

age of the world inward FDI balance and the total
number of investment promotion agreements
sealed by the country.

According to the findings based on the perfor-
mance of Arab countries on this indicator and its
three variables, we conclude the following:

Arab average performance on the indicator
and its 3 main variables came close to the
global performance of 13.9 points.

The performance of Arab countries was better
than the global average on the cumulative bal-
ance of Investment Promotion Agreements
sealed by the State and
lower than the global av-
erage on the other two
components.

GCC countries came in the first place for the
number of new FDI projects and inward FDI
balance to the GDP ratio, while Levant coun-
tries came in the first place in the component
of the balance of investment promotion agree-
ments.

The data reveals the need for low FDI perfor-
mance countries to improve their attractive-
ness to new FDI projects and all other groups
as well but to a lesser extent.

In comparison with 2018, the performance of
all geographic groups improved on this indica-
tor.

Evolution of Agglomeration Economies Indicator for Arab Region

49 51 51 53 53 54 35
Levant states came in O —
¢ O *—
the first place on the Ar- —
ab level and beat the
global average, followed
13.7 13.1 12.9 12.6 12.7 121 12.0

by Maghreb and GCC

countries  respectively,
while low performance
countries came in the
fourth and last position.

2019 2018

I [ndex Value

2017 2016 2015 2014 2013

=4¢—Average World Ranking
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Excellence and Technological Advancement Indicator

Excellence and technological
advancement is considered
a decisive factor in attracting
investments seeking com-
petitiveness
product diversity and excel-
lence as a tool to maximize
profit. Therefore, the excel-
lence and technological ad-
vancement

in addition to

indicator has

GCC states

been tailored. It includes five
main variables: Market so-

phistication
ness sophistication indicator,

indicator, busi-

knowledge indicator, share
in total design requests (direct and via the Hague
system) and e-Government indicator.

From monitoring the performance of Arab coun-
tries on this indicator and its five main variables,
we conclude the following:

The average Arab performance on this indica-
tor scored 26.2 points and was significantly
lower than the global performance of 37.9
points.

The performance of Arab countries was lower
than the global average on all variables com-
posing the indicator.

GCC countries topped
Arab  countries and
slightly surpassed the
global average. Levant

states came in the sec- 76 73

The Levant

¥ Index Value

Arab Groups Performance in Differentiation & Technological
Environment Indicator 2019

The Maghreb Low FDI

Performance
countries

® Average World Ranking

indicator, it is noticeable that GCC countries
outperformed other countries in terms of mar-
ket and e-Government development, while the
performance of Maghreb countries declined on
the business sophistication indicator and that
of low FDI performance countries also de-
clined on all the main variables of the present
indicator.

In comparison with 2018, the performance of
all Arab groups declined in varying propor-
tions.

Evolution of Differentiation & Technological Environment Indicator for

Arab Region

72
70 65 66 67

ond place while Maghreb
countries ranked third
and low FDI perfor-
mance countries came in
the last place with a very

4
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poor performance.
2019 2018
By observing the main

variables composing the

Dhaman Investment Attractiveness Index 2019
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Arab Countries Attractiveness Gap

The attractiveness gap reflects the challenge
faced by Arab countries in order to improve their
competitive position in attracting foreign invest-
ments. The gap is calculated as a percentage
that measures the difference between the perfor-
mance of Arab countries in terms of FDI attrac-
tiveness level expressed by the average value
obtained in the Dhaman FDI attractiveness index
of investment with the average value obtained by
the OECD countries on the same index due to
the performance of the OECD countries.

It is important to compare the performance of Ar-
ab countries on the attractiveness index with de-
veloped countries represented by the OECD
countries so that we can draw an approximate
picture of the fundamental differences between
the two groups in terms of FDI attractiveness,
and infer the strengths and weaknesses on the
various sub-indicators of FDI attractiveness and
their main variables. In this framework, we can
measure those differences using the attractive-
ness gap that measures the gap or difference in
the availability of elements that attract FDIs. The
most important elements and components are
the ones included in the general attractiveness
index. They are divided into 3 main groups: the
set of prerequisites, the underlying factors and
the set of positive externalities.

Therefore, the attractiveness gap of the Arab re-
gion is calculated by subtracting the value of the
general attractiveness index of Arab countries,
which is 38.4 points for the year 2019 from its
value for the OECD countries, which reached
62.2 points for the same year relative to its value
for the OECD group according to the following
equation: (62.2-38.4) / 62.2, or 38.2%.

This means that Arab countries have lower ca-
pacities and potential for attracting investment
than OECD countries, by 38.2% according to the
general index, which is even lower than last year.
The gap between Arab and developed countries
can also be measured at the level of the three
components of the index as well as the sub-
indicators and each component or variable of the
sub-indicators.

In this context, it is possible to review the status
of the gap in Arab countries at the level of the
three groups, the largest of which is the set of
positive externalities, which reached 50.4% in
2019. The second one is the underlying factors
gap of 37.6% in 2019 and the set of pre-
requisites gap of 27.9% in 2019, which clearly
shows the challenges faced by Arab economies
in attracting more capital flows.

Regional Gap on the Overall Attractiveness in Comparison to the OECD (%)

Geographical Group

Underlying Posmve

2018

2019

Arab Region 16.0 14.5
GCC states 324 31.0
The Levant 27.0 26.5
The Maghreb states 48.3 46.8
Low FDI Performance countries 28.1 27.5

2018

2019

2018

2019

2018

2019

54.7 55.7 60.6 63.2 50.1 51.1
47.4 47.0 50.4 46.2 425 40.7
155 17.5 30.2 311 195 20.0
35.2 38.8 39.9 46.4 354 38.1
39.8 41.3 49.7 50.8 38.1 38.8
64.1 63.9 78.3 81.9 64.2 65.2
39.5 40.2 44.8 47.6 37.0 37.9
35.9 37.6 47.7 50.4 37.2 38.2
19.3 20.6 26.0 25.1 19.7 19.5
23.8 23.3 15.6 151 17.6 16.9
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It is possible to determine the strengths and weak-
nesses of each country or geographic group in
terms of FDI attractiveness, based on the sub-
indicators or components of the general FDI attrac-
tiveness index. This is called the attractiveness
balance.

In this context, the performance of a given country
is termed as strength if its ranking falls on the top
third as for the parameter included in the attrac-
tiveness sub-index, and weakness if its ranking
falls on the bottom third of the values of parameter
in question. Based on the results of total scale
measured by subtracting the total weaknesses
from the total strengths, countries may be ranked
according to this scale, which constitutes an infor-
mation system that may serve as guide to reduce
liabilities of weaknesses and turn them into assets
or strengths.

Analysis results show that the highest percentage
of assets i.e. strengths out of the total possible
points, (in other words, the total points of data,
which are equal to the number of countries in the
geographical group multiplied by the number of the
main variables), was achieved by OECD countries
in the three main components of the general index,
with 60.5%, 65.4% and 68.9% on the sets of pre-
requisites, underlying factors and external factors
respectively. The group of East Asia and the Pacif-
ic countries came in the second place in terms of
assets, followed by the group of European and
Central Asian countries.

Results showed that Arab countries came in the
fourth place on the attractiveness balance with as-
set percentages of 17.9% and 17.8% for the sets
of prerequisites and underlying factors. They also
came in the fifth position with 12.5% on the set of
positive externalities.

The adopted methodology in the report allows us
to determine accurately the most important
strengths or assets and weaknesses or liabilities
that are surveyed based on the analysis of the rel-
ative situation of FDI attractiveness of Arab coun-
tries.

By observing and assessing all the sub-indices in-
cluded in the general FDI attractiveness index for
2019 and the previous years, it appears that the
majority of Arab countries suffer from weaknesses
that reside in the following areas:

Dhaman Investment Attractiveness Index 2019

Real GDP growth rate: It is witnessing fluctua-
tions on the Arab level due to the great de-
pendence on oil and oil derivative revenues in
GDP in the GCC countries, Iraq, Libya, Alge-
ria, as well as other Arab countries associated
to them through cooperation in trade, invest-
ment, employment, assistance and others,
which makes growth in the majority of Arab
countries linked to fluctuations in oil prices in
global markets.

Inflation rate: The increase in inflation rates in
the region’s countries following financial re-
form procedures is also considered a barrier to
attracting foreign investors, especially that it
leads to a decline in the purchasing power of
money and a loss in the real value of foreign
investment, which consequently raises the lev-
el of uncertainty for investors about the value
of their investments and the returns expected
from them in the future.

Performance of Government budget to GDP:
The high ratio of budget deficit to GDP is one
of the indirect factors impeding investment. It
is clearly manifested in many non-oil Arab
countries and contributes to the increase of
inflation rates, creating an atmosphere of un-
certainty towards the economic situation in
general, especially when this high ratio coin-
cides with social convulsions, which might ex-
acerbate the budget deficit and its negative
impact in the future.

Institutional environment: Arab countries are
still lagging behind many other competitors in
terms of FDI attractiveness, in addition to big
discrepancies among the region's countries,
which explains the poor performance and neg-
ative situation of the attractiveness balance
with regard to the factors related to it. From
here stems the urgent need for intensive insti-
tutional reforms in different forms and in vari-
ous domains.

Business performance environment: These
factors represent a main challenge in the Arab
region, except for a limited number of coun-
tries, especially GCC countries. Therefore, the
region's countries as a group were not able to
achieve a positive attractiveness balance in
many axes related to this domain, despite the
reforms undertaken in the various variable re-
lated to the business environment.
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Market size, potential and access: It
represents a great challenge to a
great number of Arab countries due
to the weakness in their market size,
purchasing power and openness to
the outside world indicator despite
the relatively competitive position of
Arab countries in general, and GCC
countries.

Human resources: Although most of
the region's countries don't suffer
from quantitative shortages in terms
of human resources, the problem lies
in the low productivity, level of educa-
tion and skills of the labor force due
to numerous factors, including the
lack of improvement in quality of edu-
cation in all its cycles, especially in
the primary one. This situation con-
firms the negative attractiveness bal-
ance with regard to the number of av-
erage years of schooling for adults
and expected years of schooling for
children.

Logistics performance: Many coun-
tries suffer from problems in the per-
formance efficiency of customs clear-
ance, trade and transport infrastruc-
ture, international shipping, quality
services and time needed for the
completion of procedures. All of these
factors have a negative impact on a
country's FDI attractiveness, espe-
cially with the strong correlation be-
tween trade and investment. This is
particularly true for export-oriented
investments, or those relying on im-
ported production requirements.

Technological advancement: Low ex-
penditures on human and technologi-
cal development, and on scientific
research in general as well as the
lack of research and development
plans and programs, which are sup-
posed to be linked to the production
and service sectors, have led to the
growing gap between Arab countries
and emerging and developed coun-
tries in this field.
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Ratio of Assets & Liabilities to the total potential points Prerequisites 2019

Prerequists Factors

B Assets / strength points

N Liabilities / weeknesses points

OECD [fifivis 11.73%

East Asia & Pacific | /Ef[F/) 18.36%

Europe and Central Asia 24.78%

Arab Region 46.74%

Latin America &
Caribbean

16.15% 44.72%

South Asia | ikiorb/d 52.17%

Africa [HERPVS 57.09%

0% 10% 20% 30% 40% 50% 60% 70% 80%

Underlying Factors
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Africa
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South Asia
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Externalities Factors
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South Asia
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Conclusion

By studying the progress of Arab countries and
the four Arab subgroups in Dhaman FDI Attrac-
tiveness Index and its sub-indicators, since its
launch in 2013 and until its seventh version of
2019, we can draw a number of remarks that re-
veal the status and progress of each group in
each of the sub-indicators over the seven past
years, according to the following:

The Group of GCC Countries:

They maintained their position as the best Ar-
ab performance with an average ranking high-
er than the world average throughout the peri-
od from 2013 to 2019, but with a slight general
downward trend in their average ranking in the
general FDI index as they fell 5 positions, rak-
ing the 46" out of 109 countries listed in the
index, compared to the 41° position in 2013.
GCC countries continued to have an outstand-
ing performance in comparison with other Ar-
ab groups and the world on 3 sub-indicators in
varying degrees, topped by the human and
natural resources indicator ranking 18" global-
ly, the ICT indicator ranking 40" globally, the
financial intermediation and financing capaci-
ties indicator and the logistics performance
indicator, ranking 41%' globally on each of
them.

In terms of performance progress on the sub-
indicators during the period from 2013 to
2019, the developments can be summarized
as follows:

A general trend of improvement in perfor-
mance on the agglomeration economies (11
positions), telecommunication & IT (5 posi-
tions), market size, and ease of access (2 po-
sitions), financial intermediation & financing
capacities and business environment (1 posi-
tion).

A general trend of decline in the performance
on the indicator for macroeconomic stability
(39 positions), cost components (11 posi-
tions), technological excellence and advance-

Dhaman Investment Attractiveness Index 2019

ment (8 positions), institutional environment (4
positions), logistics performance (3 positions),
and human and natural resources (2 posi-
tions).

The Group of Levant Countries:

These countries maintained their position as
the second best Arab performance with a
ranking below the global average between
2013 and 2019 but with a general downward
trend (9 positions) in its ranking in the general
FDI attractiveness index to fall in the 72™ po-
sition worldwide.
Levant countries continued to have an out-
standing performance compared to the rest of
Arab groups and the world in two main indica-
tors, which are agglomeration economies with
an average ranking as 30™ globally, followed
by the financial intermediation and financial
capacities, ranking in the 57" position and
market size and ease of access, falling in the
58™ position worldwide.

Regarding performance progress on the sub-
indicators during the period from 2013 to
2019, the developments can be summa-
rized as follows:

A general trend of improvement in perfor-

mance on the agglomeration economies indi-

cator (5 positions), the macroeconomic stabil-
ity with one position upward, while the tele-
communication & IT indicator remained stable.

A general trend of decline in the performance

on the indicators for technological excellence

and advancement (21 positions), cost compo-

nents (18 positions), logistics performance (11

positions), institutional environment (9 posi-

tions) and the rest of indicators with an aver-
age ranging between 3 and 4 positions..
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The group of Maghreb Countries:

These countries maintained their position as
the third best Arab performance, with a rank-
ing below the global average throughout the
period from 2013 to 2019 but with a general
downward trend (2 positions) in their ranking
on the general FDI attractiveness index, fall-
ing in the 74™ position worldwide.
The relatively good performance of Maghreb
countries compared to other Arab groups con-
tinued in uneven proportions on 3 indicators:
cost components (37" position globally), ag-
glomeration economies with the 39" position
globally, followed by macroeconomic stability
with the 52" position worldwide.

Regarding performance progress on the sub-
indicators during the period from 2013 to
2019, the developments can be summa-
rized as follows:

- A general trend of improvement in perfor-
mance on the market size, potential and ease
of access (9 positions), financial intermedia-
tion & financing capacities (2 positions), fol-
lowed by natural and human resources and
agglomeration economies (one position).

- A general trend of decline in the perfor-

mance on the indicators for macroeconomic

stability (29 positions), cost components (9

positions), technological excellence and ad-

vancement (4 positions), institutional environ-

ment (2 positions), telecommunication & IT
and logistics performance (1 position).

The Group of Low Performance Countries:
These countries remained in the fourth and
last position with a rank way below the global
average throughout the period from 2013 and
2019 but with a general downward trend (2
positions) in its ranking on the general FDI at-
tractiveness index, falling in the 105" position
worldwide.

In general, these countries have withessed a
poor performance on all of the 11 sub-
indicators.

The performance on the indicators related to
agglomeration economies, human and natural
resources and macroeconomic stability was
relatively better than the performance on the
rest of the indicators.

All the sub-indicators are witnessing a general
trend of decline in the performance except for
the macroeconomic stability indicator that is
witnessing an improvement with a leap of 10
positions. The agglomeration economies indi-
cator has also witnessed a slight improvement
of one position up during that period.
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Overall Performance and Position in DIAI 2019 Jordan

Economic Indicator 2019 FDI Flow & Stock ($ Milion) %
Nominal GDP (Billions $) 44.3 o]
40,000 2,500 [l
Real GDP Growth (%) 2.2 2,178 o
- 38,000 1947 2,030
GDP per Capita ($) 4,394.9 26000 ! 5 000 -
Inflation (average consumer prices) 2.0 sa000 1,548
Gov.Total Exp. Net Lending (% of GDP) 30.4 32,000 35,109 1,500
Current Account Balance (Billions $) -3.6 30,000
Current Account Balance (% of GDP) -8.2 28,000 1,000
Exports of Goods & Services (Billions $) 16.1 26,000 950
Imports of Goods & Services (Billions $) 23.7 24,000 24933 500
Gross Official Reserves (Billions $) 16.4 22,000 Y
Total reserves in months of imports 8.0 20000 0

2012 2013 2014 2015 2016 2017 2018

Total Gross External Debt (% of GDP) 721
Population (Millions $) 10.1 = Inward FDI Stock =@=|nward FDI Flow
Unemployment (% of total labor force) -

Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three World Ranking in Sub-Indicators Performance in DIAI
main Axies
Macroeconomic Stability ] 78 70 71
Financial Structure and...- 46
Institutional environment ] 52
Business Environment ] 73
Market Access and Market...- 48
Human and Natural...- 61
Cost Components ] 63
Logistics Performance ] 77
Prerequisites  Underlying Positive Telecommunications and"'_ s
Factors Externalities Agglomeration Economies 37 Value Rank
mJordan ®Arab Region ®World Average Technological Environment... 84 mJordan m Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
70
66 64 64 65 65 Macroeconomic
62 ) Stability
Enronmentang P Sy
Differentiation 60
Agglomeration Institutional
45 a5 a5 46 46 47 46 Economies environment

424 41

— - i, 39 Telecommunications
>: > > & ;E and Information Business Environment

Technology

Market Access and

Logistics Performance Market Potential

Human and Natural

Cost Components Resources

1013 7_0'!A 7_015 1016 7_017 7_013 7_019

e=fi==\\orld Ranking of Jordan  ==#==Jordan (DIAI value)

) ——Jordan —— Arab Region ——World Average
=== Arab Region (DIAl value) «=s==\\/orld Avg (DIAI value)
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Overall Performance and Position in DIAI 2019

UAE

Economic Indicator 2019
Nominal GDP (Billions $) 427.9
Real GDP Growth (%) 2.8
GDP per Capita ($) 39,806.3
Inflation (average consumer prices) 2.1
Gov.Total Exp. Net Lending (% of GDP) 31.4
Current Account Balance (Billions $) 25.4
Current Account Balance (% of GDP) 5.9
Exports of Goods & Services (Billions $) 379.5
Imports of Goods & Services (Billions $) 312.8
Gross Official Reserves (Billions $) 113.9
Total reserves in months of imports 4.3
Total Gross External Debt (% of GDP) 68.7
Population (Millions $) 10.7

Unemployment (% of total labor force) -

Source: International Monetary Fund (IMF-April-2019)

FDI Flow & Stock ($ Milion)

11,072
10,354 10,385 °%°

160,000

9,567 9,765
140,000 10,000
140,319

129,934 &0

120,000

119,580
109,975 6,000

100,000

101,424
90,352 4,000

80,000

80,588

60,000
2,000

40,000

20,000 0

2012 2013 2014 2015 2016 2017 2018

=== |Inward FDI Stock == |nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three

World Ranking in Sub-Indicators

Performance in DIAI

75 main Axies )
Macroeconomic Stability 22 71
Financial Structure and... 34
Institutional environment 37

Business Environment | 3
Market Access and Market... 30
Human and Natural... 22
Cost Components 57
Logistics Performance 11

Telecommunications and...| 11

Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies | 13 Value Rank
mUAE ®ArabRegion ®WorldAverage Technological Environment... 27 mUAE mArab Region ® World Average

DIAI Evolution

62
58 59

55 55 56

a5 a5 45 46 46 47 46

39 40 39 39 39 39 38

30 30 30
27 27

23

2013 901% 5015 4016 5007 5018 5019

e=li==\\/orld Ranking of UAE e=m=s JAE (DIAI value)

==d==Arab Region (DIAIl value) e=s==\\orld Avg (DIAI value)

Performance in (DIAI) 2019

Macroeconomic

Technological oty
nologi 100 Financial
EHVI;?]rémem Structure and
80 Development

Differentiation

Institutional
environment

Agglomeration
Economies

Telecommunicati

ons and Business
Information Environment
Technology
Logistics Market Ackcess
Performance and Ma'.' et
Potential
Human and
ComC%sr:ents Natural
P Resources
——UAE ——ArabRegion ——World Average
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD

(According to the components of the DIAI 2019)
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Overall Performance and Position in DIAI 2019

Economic Indicator
Nominal GDP (Billions $)

Real GDP Growth (%)

GDP per Capita ($)

Inflation (average consumer prices)
Gov.Total Exp. Net Lending (% of GDP)
Current Account Balance (Billions $)
Current Account Balance (% of GDP)
Exports of Goods & Services (Billions $)
Imports of Goods & Services (Billions $)
Gross Official Reserves (Billions $)
Total reserves in months of imports
Total Gross External Debt (% of GDP)
Population (Millions $)

Unemployment (% of total labor force)

2019
39.0

1.8
25,781.4
3.3
29.7
-1.4
-3.6
29.8
26.2
2.0
0.9
189.9
15
3.9

Source: International Monetary Fund (IMF-April-2019)

Bahrain

FDI Flow & Stock ($ Milion)
3,729

40,000 4,000

35,000 3,500

28,997

Bahrain

27,481

30,000 3,000

25,812 26,055
23.875 25,747 25,8

25,000 2,500

20,000 2,000

1,515

15,000 1,500

1,545

10,000 1,000

5,000 500

0 65

2012 2013 2014 2015 2016 2017 2018

== |nWard FDI Stock === |nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAl's three
main Axies

Positive
Externalities

Prerequisites

Underlying
Factors

EBahrain ®Arab Region ®World Average

DIAI Evolution

World Ranking in Sub-Indicators

Performance in DIAI

Macroeconomic Stability ] 102 71
Financial Structure and...- 45
Institutional environment ] 58
Business Environment 1 52
Market Access and Market...- 44
Human and Namral...- 43
Cost Components ] 61
Logistics Performance ] 56
Telecommunications and...- 34
Agglomeration Economies ] 66 Value Rank
Technological E""im“’"e"""_ 53 = Bahrain = Arab Region ®World Average

39 40 39 39

2003 9004 9015 9010 5017

==@==\\/orld Ranking of Bahrain

=== Arab Region (DIAI value)

39‘_;9\’

2018

53

38

2012

==s==Bahrain (DIAI value)

e=g==\\/orld Avg (DIAI value)

Performance in (DIAI) 2019
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Environment
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environment
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD

(According to the components of the DIAI 2019)
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= Average ranking of Arab countries
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Overall Performance and Position in DIAI 2019

Economic Indicator 2019
Nominal GDP (Billions $) 36.2
Real GDP Growth (%) 2.7
GDP per Capita ($) 3,072.5
Inflation (average consumer prices) 7.5
Gov.Total Exp. Net Lending (% of GDP) 31.7
Current Account Balance (Billions $) -3.7
Current Account Balance (% of GDP) -10.1
Exports of Goods & Services (Billions $) 19.7
Imports of Goods & Services (Billions $) 24.1
Gross Official Reserves (Billions $) 6.2
Total reserves in months of imports 3.0
Total Gross External Debt (% of GDP) 98.4
Population (Millions $) 11.8

Unemployment (% of total labor force) --

Source: International Monetary Fund (IMF-April-2019)

Tunisia
FDI Flow & Stock ($ Milion)

: 1,603 ,
36,000 1,60 3772 1,700
34,000

31,562 31,772 1,500
32,000
32,604 1,300
30,000
28,000 26,792 1,100
1,117
26,000 2
4,064 1,003 1,036 900
24000 885 881
700
22,000
20,000 500
2012 2013 2014 2015 2016 2017 2018

== |nward FDI Stock == nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three

World Ranking in Sub-Indicators

Performance in DIAI

main Axies
Macroeconomic Stability 88 68 71
Financial Structure and... 68
Institutional environment 62 55
Business Environment 56 46
4 41 38
Market Access and Market... 52
Human and Natural... 68
Cost Components 34
Logistics Performance 85
Telecommunications and... 66
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies 40 Value Rank
mTunisia = Arab Region ®World Average Technological E"Vi"O"me"t---_ 70 m Tunisia ™ Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
68 69 68
65 Macroeconomic
. Stability
61 Technological 80 Financial
Environment Structure and
Differandatich Development
55 55
Agglomeration Institutional
Economies environment
47
a5 a5 a5 46 46 46
- . Telecommunica
&41 a1 41 41 tions and Business
43 44 Information Environment
e e . Technology
G > 4‘\.
39 40 39 39 39 39 28
Logistics Market Access
Performance ar;(itl\e/:iz::et
' ' ' ' ' ' ' Cost Human and
2013 2014 2015 2016 2017 2018 2019 Components Natural
Resources
e=fi==\\orld Ranking of Tunisia === Tunisia (DIAI value) . )
——Tunisia ——Arab Region ——World Average

=== Arab Region (DIAIl value) e=s=ms\\orld Avg (DIAI value)
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD
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A Average ranking of OECD countries

u Average ranking of Arab countries

isia

¢ Tun
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Overall Performance and Position in DIAI 2019 Algeria

Economic Indicator 2019 FDI Flow & Stock ($ Milion)
Nominal GDP (Billions $) 183.7
Real GDP Growth (%) 2.3 oo 1,499 1,697 1507 1837 1232 18506 2000
GDP per Capita ($) 4,229.8 35000 . . 5 1500

Inflation (average consumer prices) 5.6 30,000
: 30,602 1,000
Gov.Total Exp. Net Lending (% of GDP) 36.4 25,000 26 82 29,096
Current Account Balance (Billions $) -23.0 20000 93620 25,317 =7 500
Current Account Balance (% of GDP) -12.5 15,000 )
Exports of Goods & Services (Billions $) 40.5 10000
Imports of Goods & Services (Billions $) 63.1 500
5,000
Gross Official Reserves (Billions $) 55.6 584
Total reserves in months of imports 115 0 -1,000
2012 2013 2014 2015 2016 2017 2018
Total Gross External Debt (% of GDP) 2.1
Population (Millions $) 43.4 === |nward FDI Stock ~ =@=Inward FDI Flow
Unemployment (% of total labor force) 12.6
Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three World Ranking in Sub-Indicators Performance in DIAI
main Axies Macroeconomic Stability 19
61 Financial Structure and 86
Development
Institutional environment 926
Business Environment 100
Market Access and Market
Potential 101
Human and Natural Resources 51
Cost Components 55
Logistics Performance 92
Telecommunications and 71
Prerequisites  Underlying Positive Information Technology
Factors Externalities Agglomeration Economies 53 Value Rank
q q Technological Environment . .
H Algeria ®Arab Region ®World Average and Differentiation 96 m Algeria m Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
84 84 Macroeconomic
81 81 83 83 83 Stability

————a— 8 sl 80 e
EnVI:r)]r;ment Structure and
Differentiation Rgvelopment

Institutional
environment

Agglomeration
Economies

45 45 45 46 46 47 46

Telecommunica

— tions and Business
39 40 39 39 39 39 38 Information Environment
Pt > > &> — — Technology
33 33 32 34 34 34 33 Logistics Market Access
Performance ar;d Ma(ket
otential
13 10 15 16 17 18 19 Cost Human and
W3 g g0 et a0 a0 0 Comporens el
«=@==\\orld Ranking of Algeria ==®==Algeria (DIAI value) ) i
—Algeria ——Arab Region ——World Average

=== Arab Region (DIAI value) e=s==\\orldAvg (DIAI value)
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD (According to

the components of the DIAI 2019)
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Overall Performance and Position in DIAI 2019 Saudi Arabia

<
o]
Economic Indicator 2019 FDI Flow & Stock ($ Milion) ©
Nominal GDP (Billions $) 762.3 <
240,000 14,000

Real GDP Growth (%) 1.8 12,182 231,502 230,786 S

GDP per Capita ($) 22,507.1 230,000 12,000 =

Inflation (average consumer prices) -0.7 227 566 10,000 g

Gov.Total Exp. Net Lending (% of GDP) 39.2 e : 7,453 8,000

Current Account Balance (Billions $) 27.0 210,000 8012 8141

Current Account Balance (% of GDP) 3.5 199,03 207 897 6,000

Exports of Goods & Services (Billions $) 281.5 200,000 ’ 3,209 4,000

Imports of Goods & Services (Billions $) 228.8 190,000 5 000

Gross Official Reserves (Billions $) 495.7 1,419

Total reserves in months of imports 25.2 180,000 0

2012 2013 2014 2015 2016 2017 2018

Total Gross External Debt (% of GDP) 30.4

Population (Millions $) 33.9 == |[nward FDI Stock == |nward FDI Flow

Unemployment (% of total labor force) --

Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three World Ranking in Sub-Indicators Performance in DIAI
66 main Axies
Macroeconomic Stability ] 3 71
Financial Structure and...- 31
Institutional environment ] 67
Business Environment ] 30
Market Access and Market...- 67

Humanand Natural...| 4

Cost Components 97
Logistics Performance 52
Telecommunications and... 56
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies 70 Value Rank
= Saudi Arabia ® Arab Region mWorld Average ~ Technological Environment... 46 Saudi Arabia m Arab Region ® World Average
DIAI Evolution Performance in (DIAI) 2019

Macroeconomic
Stability
Technological 80
Environment and
Differentiation

Financial Structure
and Development

Agglomeration Institutional

Economies environment
44 Telecommunications
43 and Information Business Environment
Technology
40 39 39 39 39 e
39 - Market Access and
38 Logistics Performance Market Potential
Cost Components Humz;r; ;Tjdré\éitu ral
2013 g01% 9015 9016 00T 5018 9019
=== \\/orld Ranking of Saudi Arabic === Saudi Arabic (DIAI value) A ) )
—— Saudi Arabia —— Arab Region ——World Average

=== Arab Region (DIAI value) e=ges \\/Or|d Avg (DIAI value)
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD
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A Average ranking of OECD countries

B Average ranking of Arab countries

< Saudi Arabia
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60

Overall Performance and Position in DIAI 2019

Sudan

Economic Indicator
Nominal GDP (Billions $)

Real GDP Growth (%)

GDP per Capita ($)

Inflation (average consumer prices)
Gov.Total Exp. Net Lending (% of GDP)
Current Account Balance (Billions $)
Current Account Balance (% of GDP)
Exports of Goods & Services (Billions $)
Imports of Goods & Services (Billions $)
Gross Official Reserves (Billions $)
Total reserves in months of imports
Total Gross External Debt (% of GDP)
Population (Millions $)

Unemployment (% of total labor force)

Source: International Monetary Fund (IMF-April-2019)

2019 FDI Flow & Stock ($ Milion)
315
30000 2,311 27669 2400
2.3 25000 o5 457 20614 ’
. 26,000 24,404 ' 2200
49.6 24,000 22,675 2,000
15.2 22000 19,736 1,800
-31 20,000
-9.9 18,000 1,600
50 16,000 1,400
1,065
6.9 14,000 064 1,136 100
1.1 12,000 1251 ! !
1 9 10,000 1,000
177.6 2012 2013 2014 2015 2016 2017 2018
43.2 === Inward FDI Stock === |nward FDI Flow
21.4

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three
main Axies
61

Positive
Externalities

Prerequisites  Underlying

Factors

ESudan = Arab Region

DIAI Evolution

m\World Average

World Ranking in Sub-Indicators

Macroeconomic Stability ] 104

Financial Structure and...- 106

Institutional environment ] 108
Business Environment ] 92

Market Access and Market...- 104

Human and Nabural...- 104

Cost Components ] 102
Logistics Performance ] 95
Telecommunications and...- 94
Agglomeration Economies ] 71
Technological Environment...- 107

Performance in DIAI

106

Rank

Value

mSudan ®Arab Region ®World Average

Performance in (DIAI) 2019

— a1

Macroeconomic

107 Stability
103 103 106 105 105 106 Technological 80 Financial
Environment and Structure and
Differentiation Development
Agglomeration Institutional
Economies environment
45 45 45 46 46 47 46 Telecommunicati
2 2 — ons and Business
e a a o . Information Environment
39 40 39 39 39 39 38 Technology
25 24 a I Logistics it
23 23 23 23 20 Performance Potential
Human and
7_013 ?_01A 1015 10&6 7_011 7_018 ?_019 Cost Components R’\el:léﬂ:g;s
e=i==\\/orld Ranking of Sudan === Sudan (DIAI value) .
——Sudan ——Arab Region = ——World Average

==m== Arab Region (DIAI value)

e \\Orld Avg (DIAI value)
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Overall Performance and Position in DIAI 2019

Iraqg

Economic Indicator 2019
Nominal GDP (Billions $) 225.3
Real GDP Growth (%) 2.8
GDP per Capita ($) 5,758.8
Inflation (average consumer prices) 2.0
Gov.Total Exp. Net Lending (% of GDP) 44.6
Current Account Balance (Billions $) -15.0
Current Account Balance (% of GDP) -6.7
Exports of Goods & Services (Billions $) 88.5
Imports of Goods & Services (Billions $) 99.2
Gross Official Reserves (Billions $) 53.2
Total reserves in months of imports 6.4
Total Gross External Debt (% of GDP) 321
Population (Millions $) 39.1

Unemployment (% of total labor force) --
Source: International Monetary Fund (IMF-April-2019)

FDI Flow & Stock ($ Milion)
13,248

14,000 6,000

12,000 10,913 o
3,400 2,000

10,000

8,000 -2 000

5,032 4,885

-2,335
-4,000

-6,256

6,000
-6,000
4,000
-8,000
2,000

. 10176 -10,000

0 -12,000
2012 2013 2014 2015 2016 2017 2018

== |nward FDI Stock == nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three

World Ranking in Sub-Indicators

Performance in DIAI

main Axies
61 Macroeconomic Stabilit: ]
y 56 105
Financial Structure and... 69
Institutional environment 105
Business Environment 94
Market Access and Market... 107
Human and Natural... 49
Cost Components 105
Logistics Performance 106
Telecommunications and... 83
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies 104 Value Rank
mlrag ®Arab Region ®World Average Technological Environment... 106 miraq ®Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
107 106 107 106 106
104 105 Macroeconomic
.\._——.—_H—.—. Stability
Technological 80 Financial

45 45 45 46 46 47 46

39 40 39 39 39 39 38

22 23 23 22 22 22 23
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environment
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(According to the components of the DIAI 2019)
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Overall Performance and Position in DIAI 2019

Oman

Economic Indicator 2019
Nominal GDP (Billions $) 79.5
Real GDP Growth (%) 11
GDP per Capita ($) 18,081.8
Inflation (average consumer prices) 1.5
Gov.Total Exp. Net Lending (% of GDP) 43.3
Current Account Balance (Billions $) -6.9
Current Account Balance (% of GDP) -8.7
Exports of Goods & Services (Billions $) 44.2
Imports of Goods & Services (Billions $) 37.6
Gross Official Reserves (Billions $) 16.1
Total reserves in months of imports 4.9
Total Gross External Debt (% of GDP) 99.6
Population (Millions $) 4.4

Unemployment (% of total labor force) -

Source: International Monetary Fund (IMF-April-2019)

FDI Flow & Stock ($ Milion)
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0 -3,000

2012 2013 2014 2015 2016 2017 2018

e |[nward FDI Stock == |nward FDI Flow

Source: UNCTAD (WIR2019)
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Overall Performance and Position in DIAI 20

Qatar

Economic Indicator 2019
Nominal GDP (Billions $) 193.5
Real GDP Growth (%) 2.6
GDP per Capita ($) 70,288.2
Inflation (average consumer prices) 0.1
Gov.Total Exp. Net Lending (% of GDP) 29.8
Current Account Balance (Billions $) 8.9
Current Account Balance (% of GDP) 4.6
Exports of Goods & Services (Billions $) 96.3
Imports of Goods & Services (Billions $) 66.1
Gross Official Reserves (Billions $) 44.3
Total reserves in months of imports 7.8
Total Gross External Debt (% of GDP) 106.7
Population (Millions $) 2.8

Unemployment (% of total labor force)
Source: International Monetary Fund (IMF-April-2019)

FDI Flow & Stock ($ Milion)

36,000 11040 11071 986 1,500
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500
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30,000 -2,500
2012 2013 2014 2015 2016 2017 2018

=== |nward FDI Stock === |nward FDI Flow

Source: UNCTAD (WIR2019)
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(According to the components of the DIAI 2019)
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Overall Performance and Position in DIAI 2019 Kuwait

Economic Indicator 2019 FDI Flow & Stock ($ Milion)

Nominal GDP (Billions $) 136.9

20,000 -18,144 4,000
Real GDP Growth (%) 2.5 - 16-097
GDP per Capita ($) 29,128.6 16’000 I ) 15,733 14,621 14,968 15,207 14.742 3,500
Inflation (average consumer prices) 2.5 14000 ' e ——————— 3,000
Gov.Total Exp. Net Lending (% of GDP) 50.4 12,000 2,500
Current Account Balance (Billions $) 10.2 10,000 2,000
Current Account Balance (% of GDP) 7.4 8,000 500
Exports of Goods & Services (Billions $) 70.2 6,000 oo
Imports of Goods & Services (Billions $) 63.0 4,000 '

500
Gross Official Reserves (Billions $) 37.2 2,000
Total reserves in months of imports 6.8 0 0
2012 2013 2014 2015 2016 2017 2018
Total Gross External Debt (% of GDP) 45.8
Population (Millions $) 4.7 === |nward FDI Stock ~ =®=Inward FDI Flow
Unemployment (% of total labor force) 1.3
Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three World Ranking in Sub-Indicators Performance in DIAI
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Overall Performance and Position in DIAI 2019 Lebanon

58,216

- - _g= :

Economic Indicator 2019 FDI Flow & Stock ($ Milion) o

Nominal GDP (Billions $) 58.3 66,187 , g
70,000 )

Real GDP Growth (%) 1.3 ' 60,785 63,307 ,000 g

-

GDP per Capita ($) 9,607.9 60,000 3500
Inflation (average consumer prices) 2.0 50,533
Gov.Total Exp. Net Lending (% of GDP) 335 o 2880 3,000
Current Account Balance (Billions $) -16.4 40,000 3,111
Current Account Balance (% of GDP) -28.2 2,500
Exports of Goods & Services (Billions $) 21.7 20,000
Imports of Goods & Services (Billions $) 36.5 20,000 2159 2,000
Gross Official Reserves (Billions $) 33.9

. . 10,000 1,500
Total reserves in months of imports 10.6

2012 2013 2014 2015 2016 2017 2018

Total Gross External Debt (% of GDP) 191.3
Population (Millions $) 6.1 e==|nward FDI Stock ~ =®=Inward FDI Flow

Unemployment (% of total labor force) -
Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAl's three World Ranking in Sub-Indicators Performance in DIAI
main Axies
61 Macroeconomic Stability 106 73 71
Financial Structure and... 63
Institutional environment 93
Business Environment 88
Market Access and Market... 50
Human and Natural... 67
Cost Components 66
Logistics Performance 73
Telecommunications and... 53
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies a4 Value Rank
m | ebanon ®Arab Region ®World Average Technological Environment... 67 m Lebanon m Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
Macroeconomic
73 . Stability
Technological 80 Financial
70 70 Env1ror(|jment Structure and
67 68 Differaerr‘wtiation Development
64
Agglomeration Institutional
58 Economies environment
Telecommunicat
ions and Business
45 45 45 46 46 47 46 Information Environment
—— Technology
42 6] 10 a1
40 40 40 38 lne
Logistics ard(’evl kcelss
39 40 39 39 39 39 g Performance ootential
Cost Human and
Components Resources
2003 9014 5015 9016 5007 9018 45019
e=fi==\\/orld Ranking of Lebanon e=#==| ebanon (DIAI value) .
——Lebanon ——Arab Region ——World Average

=== Arab Region (DIAl value)  e=s=m\\orld Avg (DIAI value)
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD

(According to the components of the DIAI 2019)
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Overall Performance and Position in DIAI 2019 Egypt

Economic Indicator 2019 FDI Flow & Stock ($ Milion)
Nominal GDP (Billions $ 299.6
( ) 120,000 109,677 116,385 9,000
Real GDP Growth (%) 55 102,324
8,000
GDP per Capita ($) 3,019.7 100,000
7,000
Inflation (average consumer prices) 13.2 78,643
i 80,000 6798 6,000
Gov.Total Exp. Net Lending (% of GDP) 28.8 e '
) 5,000
Current Account Balance (Billions $) -7.1 60,000
Current Account Balance (% of GDP) -2.4 456 4,612 /000
. - 40,000 L 3,000
Exports of Goods & Services (Billions $) 55.0
Imports of Goods & Services (Billions $) 78.7 20,000 2,000
Gross Official Reserves (Billions $) 44.8 1,000
Total reserves in months of imports 6.6 0 0
2012 2013 2014 2015 2016 2017 2018
Total Gross External Debt (% of GDP) 34.8
Population (Millions $) 99.2 === |nward FDI Stock = =@=Inward FDI Flow
Unemployment (% of total labor force) 9.6
Source: International Monetary Fund (IMF-April-2019) Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three World Ranking in Sub-Indicators Performance in DIAI
main Axies
61 . o] 74
Macroeconomic Stability 98 71
Financial Structure and... 61
Institutional environment 98
Business Environment 68
Market Access and Market... 77
Human and Natural... 75
Cost Components 80
Logistics Performance 64
Telecommunications and... 78
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies | 10 Value Rank
mEgypt ®Arab Region ®World Average Technological Environment... 85 mEgypt ® Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
72 73 74 74 Macroeconomic
70 7 70 . Stability
Technological 80 Financial

Environment
and
Differentiation

Structure and
Development

Agglomeration Institutional
Economies environment
as a5 45 46 46 4T 46 .
i Telecommunicat
ions and Business
39 40 39 39 39 39 38 Information Environment

L ——— S T Technology

39 39 38 38 38 39 38

Market Access

Logistics
Performance ar;c(i)tl\ellnatril;et
2003 9014 9015 9016 9017 1% 900 Human and
Cost Natural
Components Resources
==@==\\orld Ranking of Egypt ==a== Egypt (DIAI value) .
e=g== Arab Region (DIAl value) e=m==\\orld Avg (DIAI value) Egypt Arab Reglon World Average
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD
(According to the components of the DIAI 2019)
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A Average ranking of OECD countries

 Average ranking of Arab countries

+ Egypt
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Overall Performance and Position in DIAI 2019

Morocco

Economic Indicator
Nominal GDP (Billions $)

Real GDP Growth (%)

GDP per Capita ($)

Inflation (average consumer prices)
Gov.Total Exp. Net Lending (% of GDP)
Current Account Balance (Billions $)
Current Account Balance (% of GDP)
Exports of Goods & Services (Billions $)
Imports of Goods & Services (Billions $)
Gross Official Reserves (Billions $)
Total reserves in months of imports
Total Gross External Debt (% of GDP)
Population (Millions $)

Unemployment (% of total labor force)

Source: International Monetary Fund (IMF-April-2019)

2019
121.3

3.2

3,410.0

1.4
29.7
-4.9
-4.1
45.8
57.6
26.3

5.2
34.3
35.6

9.2

FDI Flow & Stock ($ Milion)
63,205 64,227

65,000 4,000
60,000

3,500
55,000
50’0002,728 3,000
45,000 2v686 2,500
40,000 45,246

2,000
35,000 2’157
30,000 1,500

2012 2013 2014 2015 2016 2017 2018

== |nWward FDI Stock

=== |nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three

World Ranking in Sub-Indicators

Performance in DIAI

main Axies
Macroeconomic Stability 48 69 71
Financial Structure and... 49
Institutional environment 63
Business Environment 50
Market Access and Market... 61
Human and Natural... 84
Cost Components | 21
Logistics Performance 89
. X i Telecommunications and... 69
Prerequisites  Underlying Positive J
Factors Externalities Agglomeration Economies | 23 Value Rank
= Morocco ®Arab Region ®World Average Technological Environment... 79 m Morocco ® Arab Region ® World Average
DIAI Evolution Performance in (DIAI) 2019
80 Macroeconomic
. Stability
74 75 Technological 80 Financial
Environment
and Structure and
68 69 Development

66 66

Telecommunicati

Differentiation

Institutional
environment

Agglomeration
Economies

45 45 45 46 46 47 46 ons and Business
. i ——y Information Environment
39 40 39 39 41 42 40 Technology
- 39 39 Market Access
40 38 Logistics and Market
36 37 Performance Potential

34 Cost Human and

f T T T T : : Natural
Components Resources
2013 01 9015 9036 9017 9018 01
e=l==\\/orld Ranking of Morocco === Morocco (DIAI value) )
——Morocco ——Arab Region ——World Average

e=f==Arab Region (DIAl value) e=s=m\N\orld Avg (DIAI value)
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The ranking of the country globally compared to the average ranking of the Arab countries and OECD

(According to the components of the DIAI 2019)
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A Average ranking of OECD countries

= Average ranking of Arab countries
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Overall Performance and Position in DIAI 2019

Mauritania

Economic Indicator
Nominal GDP (Billions $)

Real GDP Growth (%)

GDP per Capita ($)

Inflation (average consumer prices)
Gov.Total Exp. Net Lending (% of GDP)
Current Account Balance (Billions $)
Current Account Balance (% of GDP)
Exports of Goods & Services (Billions $)
Imports of Goods & Services (Billions $)
Gross Official Reserves (Billions $)
Total reserves in months of imports
Total Gross External Debt (% of GDP)
Population (Millions $)

Unemployment (% of total labor force)

Source: International Monetary Fund (IMF-April-2019)

2019
5.6

6.4
1,191.5
3.9
28.3
-1.0
-17.1
2.3
34
1.1
3.8 0
60.6
4.7

8,000

1,389

7,000

475

6,000
5,000 4,350
4,000
3,000

2,000

1,000

2012 2013

FDI Flow & Stock ($ Milion)

5,976

=== |nward FDI Stock

7,337 1,408 1600

6,750

6,478 1,400

1,200
1,000
800
600
400

200

271 71

2014 2015 2016 2017 2018

== |nward FDI Flow

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAl's three
main Axies
61

Positive
Externalities

Prerequisites

Underlying
Factors

B Mauritania = Arab Region ®World Average

DIAI Evolution

106
101 104 104 104

World Ranking in Sub-Indicators

Macroeconomic Stability ] 97
Financial Structure and...- 103
Institutional environment ] 94
Business Environment ] 77
Market Access and Market...- 90
Human and Natural...- 88
Cost Components ] 87
Logistics Performance ] 102
Telecommunications and...- 93
Agglomeration Economies ] 82
Technological Environment...- 105

Performance in DIAI

102

Rank

Value

H Mauritania ® Arab Region 8 World Average

Performance in (DIAI) 2019

g ———=

104
102 Technological
H Environment
and

Differentiation

Agglomeration
Economies

Macroeconomic
Stability
80 Financial
Structure and
Development

Institutional
environment

Telecommunicat
45 45 45 46 46 47 46 ions and Business
— e Information Environment
. . - - . Technology
39 40 39 39 39 39 33
A= — - Market Access
e o - Logistics
25 24 24 25 Performance and Mafke‘
22 23 24 Potential
Cost Human alnd
2013 900% 9015 9016 9011 9018 9019 Components aral
e=fl==\\orld Ranking of Mauritania === Mauritania (DIAI value) . . .
——Mauritania —— Arab Region ——World Average

=== Arab Region (DIAI value)

et \\/orld Avg (DIAI value)
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2019 Investment climate Report

Overall Performance and Position in DIAI 2019 Yemen
Economic Indicator 2019 FDI Flow & Stock ($ Milion)
Nominal GDP (Billions $) 29.1 o 3,808 3675 15 ;
Real GDP Growth (%) 2.1
GDP per Capita ($) 918.8 3,500 100
Inflation (average consumer prices) 20.0 3,000
Gov.Total Exp. Net Lending (% of GDP) 8.4 2,500 200
Current Account Balance (Billions $) 0.2 2,000 300
Current Account Balance (% of GDP) 0.7 1500
Exports of Goods & Services (Billions $) 1.2 oo 400
Imports of Goods & Services (Billions $) 6.9 500
500
_ - 1.0
Gross Official Reserves (Billions $) ; 531 561 .
Total reserves in months of imports 1.6
2012 2013 2014 2015 2016 2017 2018
Total Gross External Debt (% of GDP) 18.1
Population (Millions $) 316 === |nward FDI Stock ~ =@=Inward FDI Flow

Unemployment (% of total labor force)

Source: International Monetary Fund (IMF-April-2019)

Source: UNCTAD (WIR2019)

Performance in Dhaman Investment Attractiveness Index (DIAI) 2019

Performance in DIAI's three

World Ranking in Sub-Indicators Performance in DIAI

main Axies
61 Macroeconomic Stability 108 107
Financial Structure and... 98
Institutional environment 109
Business Environment 109
Market Access and Market... 105
Human and Natural... 103
Cost Components 108
Logistics Performance 103
Telecommunications and... 96
Prerequisites  Underlying Positive
Factors Externalities Agglomeration Economies 62 Value Rank
mYemen ®=Arab Region ®World Average Technological Environment... 104 ®Yemen ®Arab Region ®World Average
DIAI Evolution Performance in (DIAI) 2019
107 107 107
98 103 105 Macroeconomic
96 Stability
Technological 80 Financial
Environment and Structure and
Differentiation Development
Agglomeration Institutional
Economies environment
45 45 45 46 46 47 46
o - - Telecommunicati
- > > oy o ons and Business
39 40 39 39 39 39 38 Information Environment
—— . Technology
27 27 24 24 ’ 20 e
19 Logistics Market Access
Perﬂ?rmance and Market
2013 2014 2015 2016 2017 2018 2019 Potential
Human and
Cost Components Natural
Resources
e=li==\\/orld Ranking of Yemen  e=#==Yemen (DIAI value) )
——Yemen ——Arab Region ——World Average

e=@== Arab Region (DIAl value) e=s=\\/orld Avg (DIAI value)

Investment Climate in Arab Countries
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TETITEY

The ranking of the country globally compared to the average ranking of the Arab countries and OECD

(According to the components of the DIAI 2019)
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A Average ranking of OECD countries

= Average ranking of Arab countries

¢ Yemen
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