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The Board of Governors of the Arab Monetary Fund
I have the honor to present to your Excellencies, on behalf of the members
of the Executive Board and myself, the Annual Report on the activities of
the Arab Monetary Fund and its financial statements for the year ended
31 December 2005 in accordance with Article 33 of the Articles of
Agreement of the Fund.

Yours Sincerely,

Dr. Jassim Al-Mannai
Director General Chairman of the Board
of Executive Directors

April 2006
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Activities of the Fund in 2005
In accordance with the objectives set forth in its Articles of Agreement, the Fund
continued, during 2005 to assist its member countries in their endeavor to achieve
sustainable growth rates and lay the monetary foundations for Arab economic
integration.
With regards to lending activities, the Fund approved during 2005 three new loans
with a total amount of AAD* 34.325 million, the equivalent of US Dollars 147
million. These loans consisted of two Structural Adjustment Facilities (SAF) to
Sudan and Lebanon with a value of AAD 9.8 million and AAD 15.925 million
respectively, and an Extended concessionary loan to Mauritania within the
framework of the Highly Indebted Poor Countries Initiative (HIPC) with an
amount of AAD 8.6 million. Moreover, the Board of Executive Directors
approved a new loan to Syria, however, the modalities governing loan contracting
in the concerned country could not be completed to enable the agreement to be
signed before year-end. It is worth noting that since its inception, the Fund has
provided financial and technical assistance to its member countries, thus
contributing to the improvement of their macroeconomic policy framework,
setting the foundations of internal and external financial stability and reducing
distortions in their economies.
The new loans, granted during 2005, were preceded by consultations with the
relevant authorities of the borrowing countries to exchange views on economic
and financial developments and reach an agreement on components of reform
programmes to be implemented. On the other hand, the Fund held consultations
with borrowing countries to follow-up on the implementation of reform
programmes supported by previously contracted loans. In this context, the Fund’s
consultation missions visited Egypt and Sudan during 2005. The purpose of the
mission to Egypt was to follow-up on the implementation of the complementary
reform programme covering the period 2004-2005, supported by the extended

*

One Arab Accounting Dinar (AAD) is equivalent to three Special Drawing Rights (SDR’s) as
defined by the International Monetary Fund (IMF). Exchange rate of AAD vis-à-vis US $ was
4.29 as at 31 December 2005.
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loan, as well as to assess the implementation of the financial and banking sector
reform programme. Meanwhile, two missions were sent to Sudan, one was to
review the performance under the macroeconomic adjustment programme agreed
upon for the period 2004-2005, and reach an agreement on the components of a
complementary programme for 2006, while the other came in response to a
request for a new loan under the SAF.
With respect to the investment activities, and in the light of the investment climate
that dominated the capital markets in 2005, characterized by continued positive
global economic activity, moderate inflation, increasing energy costs, rising US
dollar interest rates coupled with appreciating US dollar against major currencies,
the Fund’s investment portfolio managed to post returns higher than the SDR
component currencies interest rates.

The Investment Portfolio of the Fund

consists of the liquid funds, short and medium term bond portfolios, as well as
alternative strategies funds.
In addition to managing its own resources, the investment activities of the Fund
also extend to managing part of the Arab Trade Financing Program funds, the
Unified Account of the Specialized Arab Organizations and the AMF Employees
Pension Fund, as well as managing bond portfolios for member states. The Fund
also continued strengthening its activity in the management of deposits from Arab
central banks and monetary agencies, which witnessed a noticeable increase
during the year, rising in total by 7 percent at the end of 2005 compared to the end
of the previous year.
During 2005, the Fund continued to deliver technical assistance to its member
countries. In this context, and in response to a request from the authorities in
Yemen, the Fund assigned an expert to assist in the improvement of the
compilation of the balance of payments statistics. Another mission visited Yemen
to assist the authorities in the preparation for the accession to the World Trade
Organization (WTO) membership. Moreover, a mission of Fund’s experts visited
Qatar to assist the authorities in the preparation of trade of services liberalization
tables to be submitted to the (WTO) within the framework of current negotiations
with the (GATS) for the liberalization of international trade.

4
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Furthermore, and in response to a request from the authorities, a Fund’s mission
visited Libya and held discussions with the officials on areas of economic and
financial reforms and accession to the (WTO) membership. In addition, the Fund
participated during 2005 in a technical mission to Egypt to assist in the
development and modernization of the payments and settlement systems.
With respect to Arab Capital Markets, and in order to heighten the awareness of
local and foreign investors regarding potential investment opportunities in the
region, the Fund continued during 2005 to develop and expand the coverage of
Arab Capital Markets Data Base (AMDB) established in 1994. A total of fifteen
Arab capital markets are presently covered by AMDB. Moreover, the Fund
continued to publish, on its web page, daily market data on the participating
markets, as well as the composite index, which measures the collective
performance of all participating Arab Capital Markets to the database.
As to the Fund’s Economic Policy Institute (EPI), it continued to develop and
expand its specialized training programmes delivered to member country officials
from ministries of economy, finance and foreign trade. During 2005, ten training
courses and five workshops were delivered in addition to one seminar on Arab
economic integration addressed to high-ranking officials. The total number of
courses and workshops as well as seminars organized by the institute since its
inception, reached 129 training courses, and 17 workshops and seminars that were
attended by 4563 participants.
In its capacity as the Secretariat of the Council of Governors of Arab Central
Banks and Monetary Agencies, the Fund held at its headquarters a meeting for the
Council’s Permanent Bureau. It also organized the Council’s Twenty-Ninth
annual Meeting held in Beirut in September 2005, and the Fifteenth Annual
Meeting of the Arab Committee on Banking Supervision (ACBS), as well as the
first meeting of the Arab Committee for Payments Systems and Securities
Settlements.
With regard to regional and international cooperation, the Fund continued during
2005 to coordinate its activities with Arab organizations and other regional and
international organizations. In this respect, the Fund contributed to the writing of
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various chapters of the Joint Arab Economic Report (JAER) in addition to the
editing and publication of the report. The Fund also participated in the joint
annual meetings of the World Bank (WB) and the International Monetary Fund
(IMF), as well as to the sixth Ministerial Conference of WTO held in Hong Kong
in December 2005. On this occasion, the Fund organized a meeting attended by
Arab ministers of trade and heads of Arab delegations to discuss a project for a
Joint Arab Technical Assistance Program in International Trade (JATAP) along
the model of the African (JITAP).
With respect to its relation with the Arab Trade Financing program (ATFP), the
Fund continued during 2005 to work closely with the ATFP, providing it with
various specialized services including technical, legal, internal auditing and
library services, as well as management services of its investment portfolio.
Finally, the Fund published a number of reports, bulletins, studies and research
papers including statistical bulletins covering national accounts, money and credit,
balance of payments, external public debt, foreign trade, and cross exchange rates.
In addition, it also published the quarterly bulletin on the Arab Markets Data Base
(AMDB), as well as a number of studies that were presented during the Fund’s
specialized regional seminars.

6
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Lending
The Fund achieves its objectives primarily through providing financial assistance
as set forth in its Articles of Agreement. In this regard, the Fund provides eligible
member countries with various types of concessionary loans as defined in its
approved “lending policy and procedures”, which sets the guidelines governing
the use of the Fund’s resources. The provision of loans is generally preceded by
consultations with the authorities in the borrowing countries to reach an
agreement on appropriate policies and measures to address the economic
problems facing these countries.

Types of Lending Facilities
The Fund facilities are of two types. The first covers facilities associated with the
Fund’s purview in the area of assisting eligible members in financing their overall
balance of payments deficits. As noted earlier, the provision of such facilities
involves consultations and agreement on necessary economic adjustments within
the macroeconomic framework of the concerned country. The Fund initiated this
category since the inception of its lending activity in 1978. The second type of
facilities which was introduced in 1997, includes the Structural Adjustment
Facility, (SAF) provided in support of reforms that are sectoral in nature, in
particular sectors that are within the area of Fund’s competence namely the
financial and banking sector as well as government finance sector. Loans under
this category were initially provided to support reforms of the financial and
banking sector. In 2005, in accordance with the Fund’s Board of Governors
decision, the scope of the SAF was expanded to include its second component
namely the support of the reforms of government finance sector of the member
countries.
The four types of loans* under the first category vary in size, term, and maturity
according to the nature and causes of the balance of payments disequilibria. The
Automatic Loan is extended to assist in financing the overall deficit in the
balance of payments in an amount not exceeding 75 percent of the member
country’s subscription in the Fund’s capital paid in convertible currencies. The
*

Since the inception of (ATFP) the Fund ceased in 1991 dealing with the Trade Facility within
the framework of which 11 loans totaling AAD 64,730 thousand were granted.
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loan has a maturity of three years and is not conditional on the implementation of
an economic reform program. If, however, the country has conditional loans
outstanding, then the Automatic Loan would be subjected to terms applied to the
outstanding loans, and its amount would be considered an extension to the limit of
the conditional loans outstanding.
The Ordinary Loan is extended to an eligible member country when its financing
needs exceed 75 percent of its paid subscription in convertible currencies,
provided it has already withdrawn its reserve tranche from similar regional and
international organizations. Generally, this loan is extended up to 100 percent of
the member country’s paid subscription in convertible currencies and could be
supplemented with the Automatic Loan to reach a maximum of 175 percent. To
benefit from this loan, the borrowing member country must agree with the Fund
on a stabilization program, covering a period of not less than a year, to reduce
balance of payments deficits. The Fund follows up on the performance under the
agreed upon programme. The satisfactory implementation of the policies and
measures agreed upon is a condition to the disbursement of the loan’s
installments. Each disbursement is repaid within five years.
The Extended Loan is provided to an eligible member country with a sizeable
and chronic deficit in its balance of payments resulting from structural imbalances
in the economy. In addition to withdrawing its reserve tranche from similar
regional and international organizations, a member country is required to agree
with the Fund on a structural adjustment program covering a period of no less
than two years. The maximum size of this loan is equivalent to 175 percent of a
member country’s paid subscription in convertible currencies. It can, however, be
supplemented by an Automatic Loan, thereby reaching up to 250 percent of the
member country’s paid subscription. Each disbursement is repaid within seven
years.
The fourth type of loan is the Compensatory Loan, extended to assist a member
country experiencing an unanticipated balance of payments deficit resulting from
a shortfall in export earnings of goods and services and/or an increase in the value
of agricultural imports due to a poor harvest. This loan’s limit is equivalent to 50
percent of a member’s paid subscription in convertible currencies, and it has a
maturity of three years.
8
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As to the facilities extended in support of sectoral reforms, namely the Structural
Adjustment Facility (SAF), it was introduced in 1998, in response to the
changing needs, demands and priorities of the member countries. This facility
which has become the cornerstone of the Fund’s lending activity aims to support
structural reforms at the sectoral level, currently limited to the financial sector, in
order to further improve the utilization of resources and consolidate the economic
stabilization achieved by some member countries. In light of the increasing
importance of financial sector reform, and in light of the good results realized by a
number of member countries in sustaining macroeconomic adjustment policies
this loan has received broad acceptance as evidenced by the growing interest of
member countries in it.
To benefit from the SAF, a member country is required to have achieved some
progress in macroeconomic stabilization and to agree on the implementation of a
reform program monitored by the Fund. The limit of this loan was initially set at
75 percent of a member country’s paid subscription in the Fund’s capital in
convertible currencies. However, in view of the interest in this loan as evidenced
by full utilization of the limit by seven countries, the Board of Governors agreed,
in April 2001, to increase its limit up to 175 percent of a member country’s paid
subscription. Furthermore, to facilitate its use, the Board of Executive Directors
agreed, in March 2001, to change the loan repayment terms. Accordingly, each
disbursement is now considered a loan to be repaid in four years, instead of
repaying the total value of the loan in four years from the date of the first
disbursement.
The overall ceiling of the Fund’s resources available to a member country is
currently equivalent to 425 percent of its subscription to the Fund’s capital paid in
convertible currencies. Furthermore, a member country may benefit from an
additional 50 percent of its paid subscription if it becomes eligible for a
Compensatory Loan, thereby bringing the maximum overall ceiling to 475 percent
of its paid subscription.
On the other hand, it is worth noting in this regard, that the Board of Governors
has approved in April 2005 additional subscriptions of AAD 273.5 million,
raising accordingly the subscribed capital to the full extent of authorized capital.
Annual Report 2005
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The additional subscriptions were covered by a transfer from general reserve. As a
result, the amount of resources that can be obtained by the eligible borrowing
country under the various facilities increased as loans are proportional to the
member’s quota.
Moreover, within the framework of the (HIPC) Initiative and by virtue of the
Board of Governor’s resolution No (1) for 2003, the Fund has approved a
reduction in Mauritania’s debt by US Dollars 12 million (the equivalent of AAD
2.8 million) as stipulated by the initiative. To this end, the Fund has approved the
modalities and terms of the initiative to Mauritania in its reform efforts at further
concessionary terms and at a ceiling of 175 percent of its paid-up share in
convertible currencies.

Interest Rates
Since its inception in 1978, the Fund has applied a fixed interest rate on its loans.
However, in March 2003, and as part of its periodic revision of the Fund’s lending
policy, the Board of Executive Directors agreed to change the interest rate policy.
The aim of the change was to provide additional concessionality and align the
interest rate policy with that prevailing in similar financial institutions, taking into
account the soundness of the Fund’s financial position. Accordingly, the Board
agreed to replace the fixed interest rate with market related variable rates on new
loans and allow member countries to choose between two types of variable rates.
The first is a floating rate based on the six-month interest rate on the SDR as
determined on the first working day of each month. The second is an active fixing
rate calculated on the first working day of each month based on the swap rate of
the SDR for the corresponding loan maturity. The active fixing rate is applied to
the installments disbursed any day during the month and remains unchanged
throughout the maturity of the loan.

Loan Commitments
The Fund extended in 2005 three new loans with a total value of AAD 34.325
million, equivalent to about US Dollars 147 million. These loans consisted of two
loans within the SAF to Sudan and Lebanon, and one enhanced concessionary
10
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Extended loan to Mauritania, within the framework of the Highly Indebted Poor
Countries (HIPC).
The loan granted to Sudan, with a total value of AAD 9.8 million, aimed at
assisting the authorities to improve and modernize the banking sector and meet
the requirements of the signed peace agreement that ended the conflict between
the North and South of Sudan.
The loan extended to Lebanon with a total value of AAD 15.925 million, aimed at
consolidating the positive results achieved in public finance and addressing the
country debt problem so as to achieve a sustainable public finance position.
The extended concessionary loan to Mauritania with a total value of AAD 8.6
million was in support of a macroeconomic stabilization programme aimed at
restoring internal and external balances and achieving high and sustainable growth
rates.
Table (1)
Loans Approved During 2005
(AAD Thousand)
Country

Type of Loan

Value of Loan

Mauritania

Concessionary Extended

8,600

Sudan

Structural Adjustment Facility

9,800

Lebanon

Structural Adjustment Facility

15,925

Total

34,325

The new loans granted in 2005, brought the total number of loans extended by the
Fund to 134 loans. Fourteen member countries benefited from these loans. The
total value of the loans amounted to about AAD 1,071.5 million, equivalent to US
Dollars 5 billion. Appendix (A-1) shows the distribution of those loans by years
and beneficiary member countries.
As shown in chart (1), the distribution of loans provided by the Fund shows that
the share of Extended Loans represents around 28 percent of the total value of
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loans, while the share of Automatic loans and Structural Adjustment Facilities
amounts to 27 and 20 percent respectively.

Chart (1) : Distribution of Loans by Type
1978-2005
Structural
Adjustment
20%

Automatic
27%

Trade Facility
6%
Compensatory
9%

Ordinary
10%

Extended
28%

It is worth noting, that the Structural Adjustment Facility has gained increasing
importance compared to the traditional balance of payments facilities since its
inception in 1998. The loans under this category reached 17 out of a total of 31
loans extended by the Fund over the period 1998-2005. As shown in Chart (2), the
total value of this category of loans represented around 60 percent of the total
value of loans. Appendix (A-2) details the number and value of loans provided to
each country according to the type of loan.

Chart (2) : Percentage of SAF to Total Loans
during 1998 -2005

Other Loans
40 %
Structural
Adjustment
Loans
60 %
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Loan Disbursements and Repayments
During 2005, the total value of disbursements of Fund’s loanable resources
amounted to AAD 28.90 million, representing disbursements on new loans with a
value of AAD 5.85 million and disbursements on previously contracted loans with
a value of AAD 23.05 million.
On the other hand, the total value of loan repayments in 2005 amounted to AAD
28.2 million. These repayments were made by Jordan, Morocco, Egypt, Tunisia,
Djibouti, Lebanon, Mauritania and Sudan. As a result of disbursements and
repayments effected in 2005, outstanding loans of borrowing member countries
amounted to AAD 253.4 million, the equivalent of 43 percent of the Fund’s paidup capital in convertible currencies* compared to AAD 252.7 million, the
equivalent of 79.2 percent at the end of 2004.
The total value of loan commitments, which equals the value of outstanding loans
plus the undisbursed installments of approved loans, reached approximately AAD
284.3 million at the end of 2005, compared to AAD 280.2 million at the end of
2004.
Table (2)
Disbursements and Repayments of Fund's
Loans During 2005
(AAD Thousand)
Countries
Jordan
Morocco
Egypt
Tunisia
Djibouti
Lebanon
Mauritania
Sudan
Total

*

Loans
Approved in
2005
3,400
2,450
5,850

Disbursements
Previous
Loans
20,474
113
2,450
23,037

Total

Repayments

20,474
113
3,400
4,900
28,887

2,085
6,912
12,348
2,705
74
1,837
821
1,424
28,206

By virtue of Board of Governor’s Resolution No. (3) issued on 12 April 2005, subscribed
capital was raised from AAD 326.5 million to AAD 600 million.
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Consultations with Member Countries
Over the course of 2005, the Fund’s consultations with the borrowing member
countries centered on issues involving new loans and/or follow-up on previously
contracted loans. With respect to the new loans, the purpose of the consultations
consisted in reviewing and assessing with the relevant authorities the borrowing
country’s economic developments and policies, and reaching an agreement on the
components of an economic reform programme to be supported by the Fund’s
facilities. As regards previously contracted loans, the purpose of the consultations
was to assess the performance under the agreed upon reform programme and to
reach an agreement on the components of a complementary reform programme. In
this regard, the Fund held six consultations in 2005, of which four were related to
new loans extended to Mauritania, Sudan, Lebanon and Syria, while two were
follow-up missions on previously contracted loans to Egypt and Sudan.
The Fund’s consultation mission to Mauritania came in response to the
authorities’ request for a concessionary extended loan within the framework of the
Fund’s participation in the Heavily Indebted Poor Countries Initiative (HIPC).
Mauritania’s economy is characterized by a narrow production base, limited
available natural resources, insufficient manpower skills, and weak infrastructure.
Furthermore, Mauritania is subject to recurrent droughts which adversely affect its
agricultural and livestock production. The sectors driving growth are concentrated
in extracting iron ore and fishing, which constitute also most of the country’s
exports. As such, Mauritania’s economy is subject to the volatility of demand and
prices in the international markets. It is also noteworthy that oil has recently been
discovered in commercial quantities and the export of oil is expected to start in the
near future.
Over the period 1993-2002, Mauritania implemented various economic reform
programmes aimed at reducing internal and external imbalances and
implementing structural and institutional reforms to liberalize prices, markets,
trade and external payments. The reforms covered the areas of taxation, tariff,
exchange rate and monetary policy, as well as privatization. As a result of these
reforms, Mauritania succeeded in achieving positive growth rates, low inflation
14
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rates, a surplus position in the government budget, a reduction in the current
account deficit and a strengthening of the foreign exchange position. At the same
time, Mauritania achieved noticeable improvement in poverty indices and social
indicators. These achievements made possible the eligibility of Mauritania to the
HIPC debt Initiative, and to benefit from the debt relief provided by its creditors
including the Arab Monetary Fund.
During 2003 and 2004, the economy, however, registered a setback due to
drought, swarms of locust and unstable security conditions. In response to these
developments, the government adopted expansionary financial policies.
Consequently, the government budget surplus turned into a substantial deficit, that
was financed through drawing down on government deposits and borrowing from
the central bank, leading to an expansion of domestic liquidity that translated into
higher inflation rates and imports, and to a large drain on foreign exchange
reserves.
In view of the unsustainable economic situation, the authorities drafted a fiscal
law for 2005 that included a significant reduction in the fiscal deficit marking a
commitment by the authorities to bring the economy back to the path of
adjustment. Consequently, the Fund and the authorities reached an agreement on
an economic reform programme for 2005 to be supported by an enhanced
concessionary extended loan aiming at achieving macroeconomic stability,
growth, reducing poverty rates and creating productive job opportunities. The
programme included the following targets:
•

Achieving a real GDP growth rate of 5 to 6 percent.

•

Reducing the inflation rate from 16.2 percent in 2004, to 10 percent in 2005.

•

Reducing the current account deficit from 15.9 percent of GDP in 2004, to 4
percent in 2005.

To achieve the above stated objectives, the programme includes a set of policies
and measures which the authorities are to implement in fiscal, monetary and
banking areas, and the external sector.

Annual Report 2005

15

With respect to the Sudan, the Fund delegated two consultation missions. The
first mission came in response to the request of the authorities for a new loan
within the SAF. The Sudanese government has adopted since 1996 and in
cooperation with international financial institutions, a comprehensive and broadbased economic and financial reform strategy. The reform strategy included
policies and measures aimed at achieving external and internal balances and
creating an environment conducive to domestic and foreign private investment. It
also included reforms to remove price distortions, lift controls on foreign trade
and payments, develop the financial market and restructure public–owned
companies. The implementation of the reforms in conjunction with the start of oil
exports in the context of high world oil prices, led to an improved economic
performance reflected in high growth rates and low inflation.
Within this strategy, the Sudanese government attached a great importance to the
development and modernization of the financial sector in view of the role it plays
in the mobilization and allocation of savings and as a driver of economic growth.
The reforms of the financial sector included a set of structural measures aiming at
strengthening the banking system which was converted in 1984 to a system based
on the Islamic Sharia’ah. In this context, the central bank of Sudan strengthened
further supervisory rules on banks. Moreover, the role of the government in
directing credit was reduced in favor of the reliance on market forces through
lifting controls on domestic credit and removing credit ceilings. The lifting of
administrative controls on credit was followed by a move from the use of direct
instruments to indirect instruments in the management of liquidity, in addition, to
strengthening financial intermediation, and developing Khartoum Stock
Exchange, as well as restructuring the banking system and addressing the problem
of the non-performing loans.
While positive developments were achieved in the area of financial and banking
sector reforms, the Sudanese authorities, however, confronted with additional
challenges related to the implementation of the peace accord, that included the
establishment of a dual banking system consisting of an Islamic banking system in
the north and a traditional banking system in the south. The accord also included
the establishment of a single monetary authority; a single monetary policy; and a
single currency in Sudan. In addition to the challenges resulting from the peace
16
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accord, the financial and banking sector continued to face other traditional
challenges associated with enhancing the efficiency of financial intermediation,
developing and modernizing the sector in order to cope with increasing
competition following the entry of foreign banks into the Sudanese market,
improving the efficacy of monetary policy and developing further its instruments,
as well as enhancing banking supervision and establishing an efficient payment
system.
Within this context, the Fund reached an agreement with the Sudanese authorities
to implement a financial and banking sector reform programme covering the
period July 2005 to December 2006, to be supported by a structural adjustment
facility. The programme is based on four major reform areas:
•

Restructuring the Islamic banking system in the north, and establishing a
traditional banking system in the south.

•

Developing and improving the monetary policy framework, including the
deepening and widening of the money market.

•

Enhancing the supervision and control of banks to be compatible with
modern and up to date banking practices.

•

Establishing a comprehensive electronic payment system.

While the second mission to Sudan was to assess the progress in implementing
the economic reform programme covering the period 2004-2005 and supported by
the previously contracted extended loan. The review showed that most measures
included in the programme were implemented. The actual performance exceeded
the programme’s expectations, particularly with respect to economic growth and
the overall external position. It should be noted that, the Sudanese economy faced
during the programme’s period, unexpected developments, among which, the
signing of the peace accord which included financial commitments related to
providing security, stability and meeting emergency conditions. The unexpected
developments included also large capital inflows due to increased foreign direct
investments and higher oil export revenues. The large inflow of capital led to
inflationary pressures reflecting structural bottlenecks arising from a weak
infrastructure particularly in port’s capacity and transportation. The government
undertook measures to reduce these bottlenecks, and in so doing achieved some
Annual Report 2005
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success in containing within the targets set in the programme monetary expansion
and fiscal deficit, as well as domestic prices.
In view of these positive results, an agreement was reached with the authorities in
Sudan on the components of a complementary economic reform programme for
2006. The programme includes implementing further reform measures and
undertaking policies to further improve the fiscal position.
The programme included the following objectives:
•

Realizing 10 percent real growth rate in GDP.

•

Reducing the inflation rate to 8 percent.

•

Reducing the current account deficit to 4.8 percent of GDP.

To achieve these objectives, the programme included a coherent set of policies
and measures in the areas of public finance, monetary policy and the external
sector.
With respect to Lebanon, the consultations were aimed at reaching an agreement
on reforms to be implemented in the public finance sector. The Lebanese
economy is currently facing strong challenges including the need to control the
fiscal deficit, reduce public debt and its high cost. Since 1998, the government’s
measures aimed at improving the budget position through the enhancement of tax
revenues and the control and rationalization of expenditures. The authorities also
took measures to reduce the high cost of debt through the restructuring of the
public debt by increasing the issuance of international securities to benefit from
interest differentials, borrowing at concessionary terms and extending debt
maturities. Though, these measures partly contributed to lowering the overall
budget deficit, the total public debt, however, continued to rise.
In light of increasing public debt, in conjunction with low economic growth, the
Lebanese authorities adopted in 2000 a fiscal reform strategy. The strategy aimed
at reducing the budget deficit through measures aiming at increasing revenues and
rationalizing expenditures, and utilizing the privatization and foreign aid proceeds
to reduce public debt. The strategy succeeded in reducing the budget deficit and
18
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ultimately managed to turn the primary budget balance from a deficit into a
surplus in 2003 and 2004. Measures taken by the government in the area of public
debt were also relatively successful as debt maturities were extended and interest
rates lowered leading to a reduction of the debt service burden.
Nonetheless, the public debt problem remained with its proportion of gross
domestic product being one of the world’s highest. Furthermore, the debt service
level still constituted a heavy burden on the government budget absorbing on the
average around two-thirds of the general revenues.
Based on these developments, and in view of the adopted comprehensive reform
strategy by the Lebanese government which views the reduction of the budget
deficit as the cornerstone of its economic policy, the Fund reached an agreement
with the concerned authorities on the components of a public finance reform
programme covering the period December 2005 to December 2006. The
programme in based on three reform areas:
•

Improving public debt management, where reforms in this area comprise
formulating a public debt reform programme, establishing a public debt
management unit specifying clearly its objectives and responsibilities,
setting-up a higher committee for public debt management, and initiate a
primary dealers system.

•

Enhancing government revenues through expanding the tax base and
enhancing the efficiency of the tax system. Among the reforms to be
implemented, the measures will include the completion of the unified
income tax system and establishing a manual for tax procedures.

•

Reforming the government budget system and strengthening fiscal
management. This will include establishing a fiscal analysis unit to help
decision makers in fiscal policy, resource allocation, as well as affecting the
unified treasury account system.

The Fund’s mission to Syria came in response to the authorities request to benefit
from the financial facilities to support their efforts to establish a stock exchange
market. The consultations led to an agreement with the Syrian authorities on a
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reform programme in the financial and banking sector supported by the (SAF)
resources. The Board of Executive Directors, as previously mentioned, approved
the loan, however, the legal procedures governing loan contracting in Syria were
not completed to enable the signing of the loan agreement before the year’s end.
It must be noted that Syria has had, for long, a centrally planned economy
dominated by the public sector. The resources of the oil sector which accounts for
more than two-thirds of exports, half of the government revenues, as well as
remittances from workers abroad provided for a strong balance of payments and
foreign exchange position. Moreover, the authorities cautious fiscal and monetary
policies helped maintain low inflation rates.
During the past few years, the Syrian government started to implement a wide set
of structural, legislative and institutional reforms aiming at liberalizing the
economy to raise economic growth rates, and create productive job opportunities.
These reforms aimed at removing distortions in the economy, reducing the
dominance of the public sector on the economic activity and improving the
investment environment to pave the way for a large role of the private sector. The
reforms covered a number of areas which included taxation, public expenditure,
prices, foreign trade, tariffs and foreign exchange systems.
In support of these structural reforms, the macroeconomic policies followed by
the government helped maintain macroeconomic stability, reduce external public
debt and strengthen foreign exchange reserves. However, the achieved economic
growth rates were lower than expected.
The reforms undertaken by the Syrian authorities included the financial and
banking sector as well, given the important role it plays in enhancing economic
growth through the mobilization and allocation of national savings towards
productive investments and in providing the proper framework for risk
management. Furthermore, the government has taken a set of measures aiming at
reforming the legal and organizational aspects of the banking activity, the most
important of which is the issuance of :
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-

A Monetary act which revived and activated the monetary and credit board.

-

A Bank’s act which licensed the private sector banks, four of which are
already operational, as well as issuing licensing act establishing Islamic banks
in Syria.

-

An act for the entry of the Syrian private sector and foreign companies into the
insurance sector.

-

An act to establish a commission to organize and develop the securities
market, and other related activities and services.

It must be noted that the reform of the financial and banking sector represents a
big challenge for Syria. The envisaged reforms are multifaceted and complex,
ranging from modernizing the monetary policy framework, introducing risk
management, improving the basic structure of the financial system and the
payment system, implementing new accounting and disclosure standards,
strengthening control and supervision of financial institutions, in addition to
restructuring government-owned banks to pave the way for their eventual
privatization. Furthermore, they include enhancing good governance and
transparency in financial management, supporting the development of the
financial market and supervising it, creating the proper environment to increase
competiveness and innovation of financial instruments to meet the requirements
of the economy.
In view of the Syrian authorities commitment to reforms, a financial and banking
sector reform programme covering 2006 was agreed upon with the Fund. The
programme covers three components, namely: monetary policy reform; foreign
exchange system and market reform; developing a treasury bills market and a
capital market.
The programme includes measures leading to the shift from direct central
management characterized by controls over interest rates, credit volume and
allocation among sectors, to indirect instruments in liquidity and credit
management.
With respect to Egypt, the mission’s objective was to follow-up on the
implementation of the complementary macroeconomic adjustment programme for
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the fiscal year 2004/2005, supported by an extended loan. The mission’s objective
was also to follow-up on the implementation of the financial and banking sector
reform programme supported by the third (SAF).
The review of the macroeconomic adjustment programme showed that most
measures included in the programme were implemented. The performance under
the programme, as reflected by the major indicators, was close to, or better than
expected, in particular, with respect to the growth rate, inflation, domestic
liquidity, the current account, the overall balance of payments and foreign
exchange reserves positions. On the other hand, the programme’s targets for
public finance were not met.
With respect to economic growth, real GDP growth rate during the fiscal year
2004/2005 rose to 5.0 percent, slightly lower than the set in the programme of 5.5
percent. The improved economic growth resulted from the increased activity in
the sectors of tourism, transportation, mining, electricity, manufacturing and
agriculture.
The inflation rate fell to 4.7 percent compared to 7 percent targeted in the
programme. This reduction in the inflation rate reflected the central bank cautious
monetary management and the decrease in prices of some imported goods
following the reduction of import duties on account of tariff reforms.
In the area of public finance, the overall budget deficit increased more than
anticipated in the programme during the fiscal year 2004/2005. The rise of the
budget deficit above the targeted level resulted from increased government
expenditures, including wages and subsidies, lower government revenues on
account of tariff reforms, and the reduction in non-tax revenues.
As for the monetary policy, the central bank adopted a cautious stance to contain
the expansionary effects on domestic liquidity resulting from large foreign capital
inflows and government borrowing. Such policy managed to contain the growth
of domestic liquidity during the fiscal year 2004/2005, to the target set in the
programme. This policy contributed to containing inflation.
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With regards to the external sector, the current account realized a surplus of US
Dollars 2.9 billion in the fiscal year 2004/2005, representing 3.1 percent of GDP,
while the overall balance of payments registered a noticeable surplus of US
Dollars 4,488 million. In view of these positive developments, the foreign
exchange reserves position has been enhanced, while the size of external debt
became stable and as a proportion of GDP declined. The successful
implementation of reforms in the foreign exchange market helped remove
distortions and phase out the parallel market rate.
The mission’s review of the progress in the implementation of the financial and
banking sector reform programme supported by SAF showed that most of the
reform measures were implemented, and in some areas the implemented reforms
were beyond those included in the programme, particularly in areas of banking
reforms and monetary policy. It must be noted that the programme included three
major components : reforming and restructuring the banking sector; improving the
monetary policy process; and modernizing and increasing the efficiency of the
payment system.
As for the banking sector reforms, the authorities implemented all measures
included in the programme. They strengthened the banking sector through merger
operations and privatization. They worked on restructuring government–owned
banks, increasing their capital and solving the problem of non-performing loans
by issuing 20-year treasury bills. Many mergers and acquisitions agreements
among banks were effected, while the government sold its share in seven banks
that have mixed public–private sector ownership. The authorities also plan to
conclude the process of privatizing Alexandria Bank during 2006 and intend to
encourage the merger of Egypt Bank and Cairo Bank.
With respect to monetary policy, the authorities achieved significant progress in
the reform and development of the monetary policy during the fiscal year
2004/2005. They developed a new monetary policy framework that put price
stability at the forefront. As for the modernization of the payment system, the
authorities have gone a long way in implementing the measures agreed-upon in
the programme related to the implementation of an electronic payment system
namely a real-time gross settlement (RTGS). The authorities completed the
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necessary documentation of the technical aspects of the project and started
soliciting bids from specialized companies for its implementation.
Arrears
At the end of 2005, total loan arrears due from defaulted member countries
amounted to about AAD 161.8 million. Out of this total, AAD 64.8 million were
overdue principal installments and AAD 97 million overdue interest payments as
shown in the Table (3) below.

Table (3)
Arrears: Principal and Interest
at 31 December 2005
(AAD Thousand)
Arrears
Principal
Somalia
Iraq
Comoros
Total

Interest

Total

14,877
49,850
46

33,079
63,916
10

47,956
113,766
56

64,773

97,005

161,778

Total arrears do not include AAD 18.4 million that were set aside in accordance
with a memorandum of understanding agreed upon by the Fund and the Sudanese
Authorities for exemption at a later stage due to the restructuring conditions, as
approved by the Board of Governors’ resolution No. (7) for 2001.
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Investments
The Fund’s Investment activity complements its other activities that it carries out
within the objectives and authorities mandated through its Articles of Agreement.
This activity aims at utilizing the Fund’s resources, paid-up capital and
accumulated reserves, until such time that they are required for other operations,
and achieving growth of these resources, to cover the Fund’s expenses and
enhance its reserves. To attain such objectives, the Fund has put in place an
Investment Policy that takes into consideration at its forefront the safety of
selected investments, while maintaining an acceptable level of overall risk in its
portfolios, as well as the flexibility of currency transfer and liquidity factors,
while maximizing returns within the approved investment guidelines.
The Articles of Agreement of the Fund defined its unit of accounting as the Arab
Accounting Dinar (AAD), and is equivalent to three Special Drawing Rights
(SDR), which is a basket consisting of currencies of major industrial nations
(USA, Japan, Euro zone and UK). Proper currency distribution as per the SDR
basket has always been maintained, taking into consideration the Fund’s share in
other Arab Financial Institutions within the US Dollar portion of the basket, thus
avoiding exposure to currency risk and interest rate fluctuations. In December
2005, the International Monetary Fund, as part of his periodic revision of the SDR
basket weights every five years, has revised the amounts for the four currencies
that determine the value of the SDR as of the beginning of 2006. Noticeable
changes of the latest revision was the decrease of the weights of the Euro, Yen
and Pound Sterling by around 4 percent while the US Dollar weight was increased
by an equivalent amount. At the end of 2005, the Fund has implemented the
adjustment of the weights in the new basket.
Among the main distinctions of the general investment climate for 2005 was the
ability of some of the major industrial countries such as the United States of
America and Japan to achieve acceptable economic growth, while China
maintained its high rate of growth. The year 2005 also witnessed moderate
Inflationary indices in spite of the rise in energy costs, as the price of crude oil
rallied to record levels, almost reaching US Dollar 70 per barrel. Most major
monetary authorities began to reverse their accommodative monetary policies as
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the USA continued to raise its Federal Funds rate by 200 basis points during the
year to reach 4.25 percent by year-end. The European Central Bank also raised
rates by 25 basis points reaching 2.25 percent by year-end following some
inflationary pressures during 2005. The increase in US interest rates contributed to
the continued strength of the US Dollar against most prime currencies during the
year.
Within the investment climate that dominated the global markets in 2005, which
included the sharp rise in US Dollar interest rates, the Fund was able to achieve
rates of return surpassing the Special Drawing Rights component currencies
interest rate. The Fund’s investment portfolios consist of the liquidity portfolio,
short and medium term bonds as well as the alternative strategies funds.
In addition to managing its resources, the Fund investment activities extends to
managing a portion of the Arab Trade Financing Program funds, the AMF
employees Pension Fund, the unified account of the Specialized Arab
Organizations as well as managing fixed income portfolios for member states.
Managed funds on behalf of the above totaled US Dollar 415 million as at
31 December 2005 compared to US Dollars 200 million at the end of 2004. In
addition, the Fund continued to strengthen its activity in the acceptance of
deposits from Arab central banks and monetary agencies, which witnessed a
growth during the year, amounting to US Dollar 1,650 million at the end of 2005
compared to US Dollar 1,544 million at the end of the previous year.
In the context of cooperation with Arab central banks and monetary agencies, the
Fund regularly prepares and provides periodical reports on world capital markets
developments.
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Technical Assistance

The Fund delivers technical assistance and training to its member countries in the
areas of monetary and fiscal policy, exchange rates, management, tax policy and
the compilation of economic and financial statistics. In this context, the Fund
provides training to officials of central banks, monetary agencies and ministries of
finance and economy. In addition, the Fund delivers technical assistance in the
form of consultation missions comprising AMF staff and foreign experts and/or a
foreign expert assignment to assist directly a member country in the design of its
reform programmes, as well as promote its technical capabilities.
During 2005, the Fund continued to expand the scope of its direct technical
assistance in response to the growing needs of its member countries. In this
context, the technical assistance delivered covered the modernization and
development of banking and financial systems; the strengthening of banking
supervision, the enhancement of the management of tax systems; the
improvement in the compilation of economic statistics and; the preparation for
WTO membership as well as the management of official reserves and
modernization of settlement and payment systems.
In response to a request from the authorities in Yemen, the Fund assigned an
expert to assist in the improvement and modernization of the balance of payments
statistics. Another mission was assigned to Yemen to assist the authorities prepare
in meeting the requirements for the accession to the WTO membership.
Moreover, a mission of Fund’s experts visited Qatar to assist the authorities in the
preparation of trade of services liberalization tables to be submitted to the WTO
within the framework of current negotiations with the (GATS) for the
liberalization of international trade.
Furthermore, in response to a request from the Libyan authorities, the Fund sent
an expanded mission to consult with the officials on economic and financial
reforms ongoing in the country, and the preparations for the WTO membership.
During the mission, it was agreed that consultations would continue between the
two parties in order to assist in the preparation of WTO membership with respect
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particularly to the list of commitments to be made. It was also agreed that the
Fund would assist in establishing the basis for the development of a capital
market, as well as strengthening foreign exchange reserve management.
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Arab Capital Markets

To increase awareness of investment opportunities in the Arab region and make
available information about Arab Capital Markets, the Fund completed in 2005
the linking of Palestine Securities Exchange Market to its database thus increasing
the number of participating capital markets to fifteen. Moreover, data concerning
the activities of the Arab capital markets was published on the Fund’s web page
on daily basis. The Fund’s composite index, which measures the performance of
the participating markets, was also published on daily basis as well.
The Fund also pursued in 2005 its efforts in publishing the quarterly bulletin on
the Arab capital market, members of its database, by publishing four new issues.
By the end of the year, the number of issues published reached 44 issues. The
quarterly bulletin deals with the latest economic market developments, as well as
the legal and the institutional aspects along with market analysis of performance
and activities.
These publications showed that Arab capital markets witnessed remarkable
improvements in 2005, with market capitalization index ranging between 24.5
percent in Tunisia to 219 percent in Dubai. The AMF composite index raise to
91.6 percent, on account of the oil price increases which strengthened the market
liquidity; the performance of individual capital markets reflected from the
encouraging results of the listed companies which, in turn, affected positively the
demand for securities.
The last issue of 2005 showed that capitalization and trading volume also reached
record levels. The combined capitalization of the stock exchanges of the AMF
database increased by 107.2 percent in 2005, to reach US Dollars 1,289.6 billion
compared to US Dollars 622.4 billion by end 2004. The number of listed
companies rose from 1597 in 2004 to 1665 in 2005. The combined trading volume
recorded an increase of 152.5 percent reaching US Dollars 1,434.8 billion in 2005
compared US Dollars 568.3 billion in 2004.
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In the field of cooperation with regional and international organizations and
institutions dealing with financial markets, the Fund participated in the conference
on, “The Mechanism of Stock Exchanges Towards Better Performance”, which
was held in UAE under the supervision of the Stock Exchange and Commodity
Authority. The Fund also participated in the conference on “Gulf Stock Exchange
Markets – a Future Vision” which was held in Qatar under the supervision of
Doha Stock Exchange.
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Training
The Economic Policy Institute (EPI) of the Arab Monetary Fund continued to
develop its training activity to assist members improve their capacity in terms of
economic policy formulation and implementation. EPI’s activities consist of
specialized technical training attended by participants and trainees from the
economic institutions of member countries together with workshops and seminars
for high-ranking officials. These activities are carried out in cooperation with
regional and international institutions with a view to exchanging expertise and
knowledge.
During 2005, EPI delivered ten training courses, five workshops and one seminar,
bringing their cumulative total, since its inception, to 129 courses and 17
workshops and seminars. These were attended by 4563 trainees.

Training Courses
EPI sets its annual training courses program within the framework of the Joint
Regional Training Program (RTP) in cooperation with the IMF. Some of these
courses are delivered regularly and are aimed at developing and strengthening the
technical capabilities of trainees.
EPI training courses program covered the following:

Balance of Payments Statistics
This course was given under the joint RTP during the period
26 January – 10 February 2005. It discussed the main concepts and components of
the balance of payments and the compilation and classification methods in
accordance with the most recent methodology of IMF Balance of Payments
Manual. Thirty-two participants from 16 member countries attended the course.

Banking Supervision (Basel II)
EPI organized this course at its headquarters in collaboration with the Bank of
International Settlements (BIS) during the period 21-23 March 2005. This course
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consisted in an introduction of the participants to the implementation of pillar 1
and 2 of the New Basel Accord (Basel II). During the course, the following topics
were discussed, (a) background and objectives of the new agreement, (b)
calculating capital requirement for credit risk using the standardized approach, (c)
the internal ratings based approach to measuring credit risk, (d) measuring and
allocating capital for operational risk, (e) the supervisory review process
framework of pillar 2 and (f) supervisory cooperation across the borders. Thirtyseven participants from 19 member countries attended this course.

Public Policies and Economic Growth
EPI organized this course at its headquarters during the period 3-6 April 2005. It
aimed at reviewing public sector policies and their relationship with growth and
welfare as well as the developmental role of governments in the context of
globalization. It also covered the following topics: (a) national developmental
objectives, (b) public sector policies and developmental role of governments, (c)
impact of public sector policies and structural reforms on economic growth, (d)
division and linkage between the public and private sector and (e) role and
effectiveness of public sector policies in light of globalization. Thirty-one
participants from 16 member countries attended this course.

Financial Programming and Macrocosmic Policies
This course was organized under the joint RTP in cooperation with the IMF
Institute during the period 17-28 April 2005 in Abu Dhabi. It was designed for the
Iraqi officials. The objectives of the course were to enable the participants to
study stabilization and reform policies within the framework of a comprehensive
financial program, analyze the impact of these policies on internal and external
balances and on growth objectives. Thirty-one Iraqi participants attended the
course.

Bank Analysis and Examination School
This course was conducted by EPI and the Federal Reserve Bank at AMF
headquarters during the period 8-12 May 2005. It dealt with the techniques of risk
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management, covering statistical analysis, as well as offsite, and on site
examination. The course included the following topics: (a) risk focused
examinations; (b) Supervisory overview and bank structure, (c) loan
classification, and (d) issues related to internal auditing, regulatory strategies and
information systems. Thirty-four participants from 18 member countries attended
this course.

Government Finance Statistics
EPI conducted this course at its headquarters in collaboration with the IMF
Institute during the period May 22 – June 7, 2005. The course was based on the
IMF Government Finance Manual of government finance statistics for 2001,
which presents a new methodology for the compilation and preparation statistics.
The course covered the following topics: (a) main aspects of the new
methodology covering the concepts, applications and accounting rules based on
maturity, (b) joint and integrated government budgets, (c) overview of the shift
from the current methodology to the new system, (d) coverage units in the public
sector, (e) classification and compilation of data and (f) analysis and application
of government finance data within a macro and micro economic frameworks.
Thirty-three participants from 19 member countries attended the course.

Financial Programming and Macroeconomic Policies
This course was organized under the joint RTP with the collaboration of the IMF
Institute at AMF headquarters during the period 12-23 June 2005. The objectives
of the course were to enable the participants to study appropriate stabilization and
reform policies within a comprehensive financial program, analyzing the impact
of these policies on internal and external balances, on growth objectives and on
financial and economic stability. Thirty-three participants from 18 member
countries attended the course.

Monetary and Financial Statistics
This course was organized under the joint RTP with the cooperation of IMF
Institute at AMF headquarters and was held during the period 28 August – 13
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September 2005. It dealt with the rules and procedures to collect and classify
monetary data in accordance with the latest edition of the IMF Manual on
Monetary and Financial Statistics for 2000. Thirty-one participants from twenty
member countries attended in the course.

Public Expenditures Management
This course was organized with the IMF Institute at the AMF headquarters during
the period 18-29 September 2005. It reviewed various aspects of public
expenditure management, including the institutional and legal framework as well
as budget preparation, implementation and analysis. The course included the
following topics: (a) budget preparation, (b) expenditures control, (c) cash flow
and debt management, (d) government accounts and banking models, (e) payment
systems and (f) financial management information systems and (g) external and
internal auditing. Thirty-three participants from 18 member countries attended the
course.

Macroeconomic Management and Government Finance Issues
EPI and IMF Institute held this course at AMF headquarters during the period
4-15 December 2005. The course addressed pertinent macroeconomic and
government finance issues in the region. It also surveyed the following topics: (a)
macroeconomic accounts and government finance, (b) analysis of issues pertinent
to revenues, expenditures and budget deficit financing, (c) impact of fiscal policy
on economic objectives, (d) tax reform and expenditures structure, and (e)
privatization and public sector reform. Thirty-one participants from 18 member
countries attended the course.

Workshops and Seminars
EPI conducted specialized workshops and seminars attended by senior officials of
the financial, monetary and economic agencies of member countries. EPI’s
workshop for 2005 included the following :
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Anti – Money Laundering
This workshop was offered under the joint RTP with the IMF Institute, and held at
AMF headquarters during the period 10-12 January 2005. It dealt with core issues
pertaining to anti-money laundering and the financing of terrorism, reviewing the
risks encountered by the financial system as a result of money laundering, the role
of international and national bodies concerned with anti-money laundering and the
practices required to fight such operations. The workshop surveyed some Arab
and foreign experiences in such activities. Thirty-four participants from seventeen
member countries attended the workshop.

International Trade Facilitation
EPI

organized

this

workshop

at

its

headquarters

during

the

period

13-15 March 2005 in collaboration with the IMF Institute and the World Trade
Organization (WTO). It aimed at encouraging the Arab countries to participate
actively in the WTO negotiations on trade facilitation. The workshop reviewed the
need to collect data and information the movement of goods and services of
external trade. It also focused on the procedures of customs, licensing, fees and
insurance among other financial requirements, in addition to trade facilitation and
growth along with the needs and priorities to promote such procedures in the Arab
countries. Twenty-nine participants from 18 member countries attended the
workshop.

Workshop on WTO and the Multilateral Trading System
EPI organized this workshop for members of the Arab Academia on issues
pertinent to the WTO in collaboration with the WTO organization at AMF
headquarters during the period 26-28 June 2005. This workshop was conducted
within the framework of the joint technical cooperation program in order to
deepen the understanding of the analytical and practical techniques required to
effectively support the negotiating status on topics related to WTO and external
trade.
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Legislative Drafting on Financial Action Task Force (FATF)
EPI conducted this workshop at its headquarters during the period
13-17 November 2005 in collaboration with the IMF Institute. It reviewed the
international legal regime against money laundering and the financing of terrorism
by concentrating on the forty-eighth recommendations of the (FATF) amended in
30 June 2003. The workshop reviewed the topics related to suspicious transactions
of money laundering and financing of terrorism as well as the issues covered by
the FATF amended recommendations, together with the financial investigation
units and transactions of financial transfers and information. Thirty participants
from 17 member countries attended this workshop.

Arab Capital Markets Development
EPI conducted this workshop at its headquarters during the period
27-30 November 2005. It aimed as discussing issues and mechanisms required to
modernize and develop Arab capital markets as a main source of financing
investments and economic growth. The workshop reviewed topics related to the
evaluation of stocks, securities and effective market supervision. It also reviewed
topics related to Islamic financial instruments and securitization and their
importance in activating Arab capital markets. Thirty-one participants from 16
member countries attended this workshop.

High-Level Seminar on Arab Economic Integration: Challenges
and Prospects”
EPI organized at its headquarters in collaboration with the IMF a seminar for
high-ranking official during the period 23-24 February 2005. The seminar
discussed five papers on Arab economic integration; inter Arab trade, worker
remittances, capital flows, and economic integration in the GCC countries. Thirtyseven Arab high-ranking officials participated in the seminar.
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The Council of Governors of Arab Central
Banks and Monetary Agencies
The Fund continued to carry out its activities in its capacity as the Secretariat of
the Council of Governors of Arab Central Banks and Monetary Agencies and all
related bodies. These activities include the preparation of the documents of the
annual meetings of the Council, of its Permanent Bureau and of the Arab
Committee on Banking Supervision ACBS, in addition to that of the Arab
Committee for Arab Committee for Payments Systems and Securities Settlements.
These two committees are comprised of the directors concerned with such
systems in the central banks.
In this respect, and on 30 May, 2005, the Fund organized the meeting of the
Permanent Bureau of the Council that meets annually at the headquarters of the
Fund to prepare for the annual meeting of the Council, including setting its agenda
and determining its venue. In line with the resolutions of the Bureau, the Fund
organized the Twenty-Ninth Annual Meeting of the Council that was held in
Beirut, Lebanon on 5 September 2005. During the meeting, the Fund presented to
the Council the preliminary draft of the Joint Arab Economic Report (JAER) for
2005, the recommendations of the Fourteenth Annual meeting of the ACBS on
two main issues on “Supervision of Compliance to by-laws and Regulations in
Banks”

and

“Banking

Regulations for

Outsourcing”,

along

with

the

recommendations for the first meeting of the Arab Committee for Payments
Systems and Securities Settlements, which the Fund initiated in collaboration with
the World Bank.
The meeting also discussed a paper prepared by the Governor of the Central Bank
of Yemen on the “Experience of Yemen in Monetary Policy and Banking Sector
Reform”. In addition, the Council’s session also discussed the issues to be
included in the Joint Arab Statement in the IMF and WB meetings. Moreover, the
Council’s agenda also included a paper prepared by the Fund on the
“Development of Securities Systems”. The Secretariat also presented a paper on
“Regulations of Expatriates’ Transfers – Issues and Prospects”.

Annual Report 2005

37

In its capacity as the Secretariat of the ACBS, the Fund organized the Fifteenth
Annual Meeting, which was held in Abu Dhabi during the period 26-27 December
2005. During the meeting the Committee discussed two main issues, on “Pillars of
Basle II Accord” and the “Preparations for the Application of Basle II Accord”
due to its importance in enhancing stability of the banking system.
Moreover, the Fund organized the first meeting of the Arab Committee for
Payments Systems and Securities Settlements at its headquarters during the period
17-18 January 2005. The meeting discussed the internal by – laws, mechanisms
and future programmes of the committee. The discussions also reviewed recent
developments and reform programmes implemented in areas of payments and
settlements systems in the Arab countries. The meeting, which was called upon by
the Secretariat, was attended by representatives from the BIS and the World Bank.
The meeting also introduced the initiative scheduled to start during 2006 in
collaboration with the World Bank to deliver technical assistance to Arab
countries in their efforts to reform and develop these systems.
Furthermore, the Fund also organized in October 2005 in Cairo a conference on
Arab Payments Systems which was attended by Arab officials from central banks,
monetary agencies, regulatory financial agencies, and clearing and deposits
centers concerned with payments and settlements of securities in the Arab
countries. The conference which convened for the first time in Cairo in
collaboration with the Central Bank of Egypt, IMF, WB and the BIS aimed at
launching the Initiative in order to arrive at joint policies and procedures to
facilitate the linkage of these systems in a regional perspective in conformity with
the best international practices on one hand, and so as to better serve economic
integration and encourage the flow of investments among them Arab countries on
the other hand. Under this Initiative, the Fund has, participated in the first
technical mission, which visited Egypt in order to study the payments systems,
and to extend proper recommendations to the concerned authorities.
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Cooperation with Arab, Regional and International
Organizations
The Fund continued during 2005 to promote and expand its cooperation and
coordination with other Arab organizations and with regional and international
organizations.

Arab and Regional Organizations
The Fund has continually sought to strengthen its cooperation and coordination
with Arab institutions and agencies involved in areas related to its activities,
among these activities is the Joint Arab Economic Report (JAER) which
represents an important reference on economic developments in the Arab
countries. The JAER is a joint effort between the Arab Monetary Fund “AMF”,
the Arab Fund for Economic and Social Development (AFESD), the League of
Arab States and the Organization of Arab Petroleum Exporting Countries
(OAPEC). In addition to preparing a number of chapters of the report, the Fund is
in charge of the editing and publication of the report.
The preparation of the 2005 report involved sending questionnaires to member
countries requesting necessary statistical data from national sources, processing
the data and hosting meetings with representatives from the participating
institutions. In the process, preliminary meetings were held at the Fund's
headquarters during the period 24-27 April 2005 to ensure the consistency of
statistical data of the report. Other meetings were also held over the period 18-22
June 2005 to review and discuss the drafted chapters of the report. By the end of
July 2005, a preliminary draft of the (JAER) was sent to relevant authorities in
member countries for their comments, which were incorporated in the final
version of the report that was published and distributed before year-end.

International Organizations
The Fund also continued during 2005 its endeavors to develop cooperation with
international institutions and organizations including the International Monetary
Fund (IMF), The World Bank (WB), and The World Trade Organization (WTO).
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International Monetary Fund and the World Bank
In the context of its ongoing cooperation with the IMF and WB, the Fund
participated in the joint annual meetings of the two organizations that were held in
Washington during the period 23-25 September 2005. On the occasion of these
meetings, a number of other consultative meetings with the Ministers of Finance
of the G-8 and the MENA region were held to discuss the partnership in the
Network of Funds Initiative. The Joint Regional Training Program with the IMF
has been also renewed for four more years as of 1 May 2006.

World Trade Organization (WTO)
In accordance to of the Memorandum of Understanding signed between the two
institutions in 2002, the Fund and the WTO cooperate closely to provide joint
training and technical assistance to Arab member countries to enhance their
participation in the multilateral trade negotiations. To this end, the Fund organized
jointly with the WTO a workshop for university staff. In collaboration with the
IMF, the Fund and the WTO also organized a workshop on the “Facilitation of
trade in the Arab Countries”.
The Fund also participated in the sixth Ministerial Conference of WTO held in
Hong Kong from 13-18 December 2005. It also participated in the meeting
organized by the Islamic Development Bank for the ministers of trade of the
Islamic Countries Organization. Following this meeting, the Fund organized on 13
December, 2005 a meeting which was attended by Arab ministers of trade and
heads of delegation to discuss a project for a Joint Arab Technical Assistance
Program in International Trade (JATAP) along the model of the African (JITAP).
The meeting ended with a general consensus regarding the establishment of the
project for capacity building so as to create a trade and investment environment in
line with the rules and commitments of the WTO, in addition to enhancing the
negotiating capabilities to foster Arab interests. The project is to be undertaken in
cooperation with the Islamic Development Bank and other Arab financial
institutions; and to prepare a comprehensive study covering the administrative and
the financial aspects of the project including other complementary activities.
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Cooperation with the Arab Trade Financing Program (ATFP)
The Fund continued during 2005 to provide Arab Trade Financing Program
(ATFP) with a host of specialized services. In this framework, the Fund provided
ATFP with technical, legal, internal auditing and library services, as well as
management services of its investment portfolio.
The ATFP was established in 1989 with the objective of encouraging and
promoting inter-Arab trade through the provision of the necessary financing in the
form of lines of credit extended to importers and exporters of member countries.
The Fund participates in half of the ATFP capital, which amounts to US Dollars
500 million in addition to 48 Arab national and regional financial and banking
institutions.
ATFP aims to assist in the promotion of inter-Arab trade and the enhancement of
the competitiveness of Arab exporters through extending part of the required
financing for this trade, in the provision of information on its activities to
exporters and importers and the promotion of Arab products and commodities.
ATFP mechanism is based on dealing with exporters and importers through
National Agencies appointed by the Arab countries for this purpose. ATFP
manages its operations through credit lines extended to these agencies to refinance
credit lines extended to Arab exports and imports.
The rise in the number of national agencies has led to the expansion of ATFP
scope of activity. By end 2005, the number of agencies reached 163 in 19 Arab
countries and four foreign countries. The financial performance of the ATFP
reflects its increasing activities in financing Arab trade transactions during 2005
and thus 40 credit lines were approved with a total value of US Dollars 625
million. Drawings amounted US Dollars 554 million bringing the total of credit,
since ATFP’s inception, to 382 credit lines with a total value of US Dollars 4,163
million. Chart (3) shows the performance of the ATFP’s financing activity since
its inception in 1989 until the end of 2005.
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Chart (3) : ATFP's Financing Activity
(1989 - 2005)
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The work on trade information has been completed on establishing the Inter-Arab
Trade Information Network and its implementation at the regional level. A total of
33 trade points are now linked to the network covering all the Arab countries,
with the exception of Iraq and Somalia. All trade information provided by ATFP
is now available on-line through its website (atfp.org.ae).
Within the context of it efforts to promote inter-Arab trade, the ATFP organizes
buyer and seller meetings. In 2005, the ATFP organized thirteen meetings for
Arab exporters and importers in the textiles and ready-made garments, foodstuff,
agricultural inputs, metallurgy, pharmaceuticals, petrochemicals and furniture
industries.
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Reports, Bulletins, Research and Studies
During 2005, the Fund continued to issue reports, bulletins, and research studies
as part of its efforts to increase awareness of current economic developments and
issues facing member countries.

The Joint Arab Economic Report
The Fund participates in the writing, the editing and publishing of the report. The
chapters written by the Fund staff in the 2005 issue dealt with fiscal and monetary
developments, banking and financial markets developments, as well as external
and inter-Arab trade, balance of payments, external public debt and exchange rate
regimes.

Financial Markets Bulletin
The Fund publishes the financial markets bulletin quarterly to provide current and
periodic information and data on activities of Arab capital markets participating in
its Arab Capital Markets Database (AMDB). The bulletin reviews the
performance of the participating markets and discusses related economic,
regulatory and institutional developments. It currently covers the activities of the
fifteen participating capital markets namely Jordan, Bahrain, Tunisia, Saudi
Arabia, Oman, Kuwait, Lebanon, Egypt, Morocco, Doha, Abu Dhabi, Dubai,
Sudan and Algeria and Palestine. Since the establishment of AMDB the total
number of issues published reached forty-four issues.

Statistical Bulletins
The Fund publishes statistical bulletins dealing with economic and financial data
and indicators of development of the Arab countries, which will serve the needs of
researchers and other parties interested in following-up economic and financial
developments of Arab economies. These statistics are processed and compiled in
compliance with internationally accepted standards to allow for country
comparisons. The statistical bulletins issued during 2005 included:
Annual Report 2005

43

-

National Accounts of the Arab Countries.

-

Money and Credit in the Arab Countries.

-

Foreign Trade of the Arab Countries.

-

Cross Exchange Rates of the Arab Countries.

-

Arab Countries: Economic Indicators.

Research and Studies
•

“Analysis of Foreign Reserves in the Arab Countries 1980-2002”, (AMF
papers No.10 for 2005). The study investigates issues related to reserves
adequacy, optimality and adjustment in seventeen Arab countries.

•

“Market Structure and Performance in the GCC Banking Sector: Evidence
from Kuwait, Saudi Arabia and UAE”, (AMF papers No. 11 for 2005). A
study which suggests that promoting bank mergers in Kuwait and the UAE
will enhance their efficiency, while in Saudi Arabia, it will lead to higher
concentration and hence less competition and profitability in the entire
banking system.

•

“Intra-Arab Exports and Direct Investment: An Empirical Analysis”, (AMF
papers No. 12 for 2005). The main thesis of the study is that the problem with
Arab exports is not the dearth of Arab free trade agreements, but the
deficiency of Arab exports capability.

•

“Practical Directives in the Evaluation of Shares and Securities”. A study
issued in 2005, provides definition of the concepts of shares and securities, as
well as the ratios to be considered in the choice of this type of investments.

•

“Issues of Public Finance Reform in the GCC Countries”. A study presented
to the Budgeting and Economic Finance Forum of the Council of Nation,
Shura, National and Members of the Parliament of the GCC Countries held
during the period 28-29 May 2005. It analyses the current position of the GCC
public finances and reform efforts. The study concludes with a review of the
challenges and on the reform needed in the public finances sector.
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•

“Tax Harmonization within the Framework of Regional Economic Blocs: The
Experience of Arab Countries”. Tax harmonization and economic integration
are studied within a framework of Arab regional blocs as away forward to
expanding tax coordination and harmonization among Arab countries and
speeding up their economic integration, thus enabling them to adjust and
integrate into the World economy.

•

“Privatization and Economic Growth”. “A study presented at the course on
Public Sector Polices and Growth”, held during the period 3-6 April 2005. It
reviews the relationship between privatization and economic growth through
the effect of the shift from public to private property and its impact on the
efficiency of resource allocation. It is generally assumed that privatization
increases efficiency and maximizes economic welfare; and that the change of
property leads to the improvement of economic performance through better
management techniques, which will impact positively on productivity.

•

“Facilitation of International Trade in Arab Countries”. A study presented to
the joint workshop with the WTO held during the period 13-15 March 2005 in
Abu Dhabi. The study reviews the reform of trade policies in the Arab
countries including customs policy and administration. The experience of
Jordan, Morocco and Tunisia have been successful at modernizing and
reforming customs in the concerned countries, though, there is still a need to
strengthen these systems such that benefits derived translate into more job
creation and economic growth.

•

“Textile Industry in the Arab Maghreb Countries: Challenges of
Globalization”. A study presented at the forum organized by Arab Maghreb
Union and African Economic Committee on the “Impact of the dissolution of
the Agreement of Textiles and Clothing (ACT) on the Economies of the Arab
Maghreb Union, held during the period 14-15 February, 2005 in Tunisia. It
seeks to identify the status of the textile industry in Tunisia and Morocco and
explores solutions to address the challenges faced by this industry in Tunisia
and Morocco and their impact on development.
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•

“Arab Economic Integration: Challenges and Prospects”. A book about the
proceedings of the fourth seminar held in February 2005, in Abu Dhabi, that
review the status of Arab economic integration, and the state integration with
respect to foreign trade, labor movements and capital flows.

•

“Arab Financial Institutions and the Financing of Development and
Investment in the Arab World”. A study which assesses the role of these
institutions in areas of development, private sector financing and the means to
improve the investment climate.

Papers of the Secretariat of the Council of Arab Central Banks
and Heads of Monetary Agencies
•

“Regulations of Expatriate Transfers – Issues and Prospects”. The paper deals
briefly with the economic importance of expatriate transfers to the Arab
Countries. It also discusses the basic principles of the regulations of
international transfers and identifies the role of the supervisory authorities in
the application of these principles.

•

“Supervision of Compliance to By-Laws and Regulations in Banks”. The
paper assesses the importance of supervision for compliance by Banks, and
the role it plays in assisting the financial and banking institutions to properly
administer risks.

•

“Banking Regulations for Outsourcing”. A paper which recommends to the
supervisory authorities in the Arab countries to set controls to these operations
in order to encourage banks and other financial institutions to benefit from
international trends.

•

“The Experience of the Monetary Policy and the Reform of the Banking
Sector in Yemen”. A paper which examines the experience of Yemen during
the period 1995-2004.
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Consolidated Financial Position
In accordance with Article Forty Nine of the Articles of Agreement of the Arab
Monetary Fund “the Fund”, assets, liabilities and transactions of the Fund are
expressed in Arab Accounting Dinars (AAD). Each AAD is equal to three Special
Drawing Rights (SDR) as defined by the International Monetary Fund.
The consolidated financial statements, which incorporate the financial statements
of the Arab Monetary Fund and Arab Trade Financing Program “the Subsidiary”,
are prepared in accordance with International Financial Reporting Standards
promulgated by the International Accounting Standards Board.
The consolidated financial statements reflect the consolidated financial position of
the Fund and its Subsidiary as at 31 December 2005, and the results of operations,
changes in equity and cash flows for the year then ended.
The following provides an overview of key financial information:

Resources
The resources of the Fund, as defined in Article Eleven of the Articles of
Agreement, consist of paid-up capital, reserves, loans and credits obtained by the
Fund, and any other resources approved by the Board of Governors. The Board of
Governors had accordingly approved in 1989 the acceptance of deposits from
monetary and financial institutions of member states, aiming at supporting Arab
states in managing their foreign reserves and strengthening the resources and
financial position of the Fund, but such resources could not be used in providing
loans.
The Board of Governors of the Fund had also approved, through the Articles of
Association of the Arab Trade Financing Program, contributions by various
financial institutions to the Program’s Capital aiming at bolstering the resources
directed to support Arab trade financing.
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Capital
The authorized capital of the Fund as defined in Article Twelve of the Articles of
Agreement is equivalent to AAD 600,000 thousand divided into twelve thousand
shares of AAD 50 thousand each. The Subscribed Capital before the Board of
Governors meeting on 12th April 2006 was AAD 326,500 thousand. In the
aforementioned meeting the Board approved by its resolution No. (3) additional
subscriptions of AAD 273,500 thousand, raising accordingly the subscribed
capital to the full extent of authorized capital of AAD 600,00 thousand. The
additional subscriptions were covered by a transfer from the general reserve,
bringing the paid-up capital to AAD 596,040 thousand by the end of year 2005.
The unpaid part of the Subscribed Capital amounting to AAD 3,960 thousand
represents Palestine’s share, the payment of which has been deferred in
accordance with the Board of Governor’s Resolution No. (7) of 1978.

Reserves
Reserves amounted to AAD 216,660 thousand at the end of 2005 compared to
AAD 468,791 thousand at the end of 2004. During 2005, an amount of AAD
271,700 thousand was transferred from the general reserve to cover the additional
subscriptions as approved by the Board of Governors resolution No. (3) of 2005.
The reserves at the end of 2005 represent approximately 36 percent of the paid up
capital and are composed of the general reserve, contingency reserve and the
reserve for revaluation of available -for- sale investments at fair value through
reserves.
The general reserve balance reached AAD 107,919 thousand at the end of 2005,
compared to AAD 364,375 thousand at the end of 2004.
The contingency reserve was established in accordance with the Board of
Governors' resolutions No. (7) of 1989 and No. (4) of 2000, whereby an annual
sum being the greater of AAD 5,000 thousand or 10 percent of the net income for
the year is appropriated to the contingency reserve each year. This reserve is to be
used to mitigate any unforeseen losses in the future. The contingency reserve
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balance reached AAD 110,000 thousand at the end of 2005, compared to AAD
105,00 thousand at the end of 2004.
The revaluation reserve of available-for-sale investments showed a debit balance
of AAD 1,259 thousand at the end of 2005, compared to a debit balance of AAD
584 thousand at the end of 2004.

Shareholders' Equity
The net equity of the Fund's shareholders, represented by the paid-up capital and
reserves, increased to AAD 812,700 thousand at 31 December 2005 compared to
AAD 793,131 thousand at the end of 2004. The increase in net equity amounting
to AAD 19,569 thousand represents an annual growth rate of 2.5 percent. Chart
No. (4) below shows the growth in paid-up capital and reserves of the Fund from
inception to 31 December 2005:

Chart (4) : Shareholders' Equity
1977 -2005
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The interest of other shareholders in the Subsidiary, represented by their
interest in the capital and reserves of Arab Trade Financing Program, amounted to
AAD 77,590 thousand at 31 December 2005 compared to AAD 70,159 thousand
at the end of 2004, resulting in an increase of AAD 7,431 thousand.
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The total equity of the shareholders of the Arab Monetary Fund and other
shareholders in the Subsidiary amounted to AAD 890,290 thousand at end of
2005, compared to AAD 863,290 thousand at the end of 2004. The resources,
which are represented by total equity, were employed to finance loans to member
countries, lines of credit to national agencies, and other assets as explained below.

Loans to Member Countries
The balance of outstanding loans to member countries as at 31 December 2005
amounted to AAD 253,376 thousand, compared to AAD 252,695 thousand as at
the end of 2004. Loan commitments, comprising the balance of outstanding loans
in addition to the balance of approved and undisbursed loans of AAD 30,925
thousand, amounted to AAD 284,301 thousand at the end of 2005.

Lines of Credit
Lines of credit provided by the Subsidiary (Arab Trade Financing Program) are
denominated in US Dollars and are contracted through lines of credit agreements
with appointed national agencies, to finance exports and imports for goods of
Arab origin and associated services. The balance of drawings against contracted
lines of credit as at 31 December 2005 amounted to AAD 95,087 thousand (US
Dollars 408 million), compared to AAD 79,565 thousand (US Dollars 371
million) at the end of 2004.

Deposits at Central Banks of Member States
In accordance with Article Fourteen of the Articles of Agreement of the Arab
Monetary Fund, a portion of initial capital contributions amounting to 2 percent
was paid in the national currencies of member countries and deposited with their
central banks. These deposits are revalued by the member states at end of each
year to maintain their value in Arab Accounting Dinars, which was equivalent to
AAD 5,336 thousand at end of years 2005 and 2004.
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Other Assets
Other assets include the Fund’s contribution in the share capital of inter-Arab
Investment Guarantee Corporation in accordance with the Board of Governors
resolution No. (6) of 2002, whereby the Board approved a contribution of US
Dollars 27.5 million (equivalent to AAD 6.7 million) in the increase of share
capital of the corporation, payable over a period of five years starting from year
2003. Three installments totaling US Dollar 16.5 million (equivalent to AAD
3,689 thousand) have been paid up to end of 2005.

Investments
The consolidated investment portfolio is comprised of the current and call
accounts with banks and the International Monetary Fund, time deposits with
banks and investment securities net of the accepted time deposits from monetary
and financial institutions. The consolidated investment portfolio amounted to
AAD 578,005 thousand at 31 December 2005 compared to AAD 556,093
thousand at 31 December 2004.

Results of Operations
Consolidated net income for the year ended 31 December 2005, after taking into
consideration the interest of other shareholders in the Subsidiary, amounted to
AAD 22,270 thousand compared to AAD 20,253 thousand for the previous year,
with an increase of approximately 10 percent. The components of net income are
as follows:

Income
The total consolidated income of the Fund and the Subsidiary for the year ended
31 December 2005, (net of interest paid on accepted deposits from monetary and
financial institutions of member states), amounted to AAD 28,925 thousand,
compared to AAD 26,182 thousand for the previous year, with an increase of
AAD 2,743 thousand representing 10.5 percent. The increase in income was due
to the increase in interest rates witnessed by the financial markets during the year
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2005, the differences resulting from exchange rates and the effect of the
amendments to the interest rates policy on loans to member states.

Expenditure
The total consolidated expenditure for the year ended 31 December 2005
amounted to AAD 4,301 thousand compared to AAD 4,412 thousand for the
previous year, with a decrease of AAD 111 thousand representing 2.5 percent.
The total consolidated expenditure components include, in addition to
administration and general expenses, technical assistance expenses, and
contribution to the international initiative to support Highly Indebted Poor
Countries (HIPC).
For the year ended 31 December 2005, technical assistance to member countries
amounted to AAD 491 thousand, and contribution in HIPC initiative amounted to
AAD 752 thousand, representing respectively 12 percent and 18 percent of total
expenditure for that year.

The Currencies
The Fund, when employing its resources, manages the currency risk by
substantially maintaining its assets in currencies that are closely aligned to the
component of the SDR basket. Loan transactions to member countries are
contracted in Arab Accounting Dinars. The investment of the Fund in the
Subsidiary is included in the US Dollar component of the Fund’s assets, which are
aligned to the SDR currency composition. Other assets transactions are concluded
in convertible currencies followed by forward foreign exchange contracts to align
them with the components of SDR basket.
The table below shows the weights of the currencies of the SDR basket at the end
of years 2005 and 2004, as compared to the weights fixed by the International
Monetary Fund effective January 1st 2001. Moreover, it shows the SDR exchange
rates against those currencies at the end of those years.
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The Weights of the Currencies

SDR Exchange Rates Against

of SDR Basket

the Currencies of the Basket

Currency

31 December 31 December
2005

2004

01 January
2001

31 December 31 December
2005

2004

US Dollar

40.37%

37.15%

45.00%

1.429

1.553

Euro

35.28%

37.41%

29.00%

1.208

1.139

Pound Sterling

11.85%

12.24%

11.00%

0.830

0.804

Japanese Yen

12.50%

13.20%

15.00%

168.039

159.106

100.00%

100.00%

100.00%
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Organization and Management
The Organizational Structure
The structure of the Fund consists of the Board of Governors, the Board of
Executive Directors, the Director General and the Staff.

The Board of Governors
The Board of Governors consists of one governor and one deputy governor
appointed by each member country of the Fund. The Board elects on rotation
basis annually one of the governors as its Chairman. The Board of Governors is
regarded as the General Assembly of the Fund and holds all management powers.
The Board convenes once a year.

Member Countries

Governors & Their Deputies

The Hashemite Kingdom of Jordan

Governor
H.E. Dr. Umayya Toukan
Deputy Governor H.E. Dr. Hamed Al Kasasbah

The United Arab Emirates

H.E. Dr. Mohamed Khalfan Bin
Governor
Khirbash
Deputy Governor H.E. Sultan Bin Nasser Al-Suwaidi

The Kingdom of Bahrain

H.E. Sheikh Ahmed Bin Mohamed Al
Governor
Khalifa(1)
Deputy Governor H.E. Rashid Mohamed Al Mearaj (2)

The Republic of Tunisia

Governor
H.E. Toufic Baccar
Deputy Governor H.E. Samir Brahimi

The People's Democratic Republic
of Algeria

Governor
H.E. Murad Madlacy(3)
Deputy Governor H.E. Dr. Mohammed Laksaci

The Republic of Djibouti

Governor
H.E. Ali Farah Assoweh(4)
Deputy Governor H.E. Rashid Hassan Saban

The Kingdom of Saudi Arabia

Governor
H.E. Dr. Ibrahim Abdul-Aziz Al Assaf
Deputy Governor H.E. Sheikh Hamad Al-Sayyari

The Republic of Sudan

Governor
H.E. Al Zubair Ahmed Al Hassan
Deputy Governor H.E. Dr. Sabir Mohamed Hassan

The Syrian Arab Republic

Governor
H.E. Dr. Amer Hosni Loutfi
Deputy Governor H.E. Dr. Adib Mufdi Maiyalah(5)

The Somali Democratic Republic

Governor
H.E. Salem Aleyo Ebrow (6)
Deputy Governor H.E. Mahmoud Mohamed Also

The Republic of Iraq (7)

Governor
Deputy Governor
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Member Countries
The Sultanate of Oman

Governor
H.E. Ahmed Bin Abedel Nabi Mecki
Deputy Governor H.E. Hamoud Bin Sangor Al Zadjali

The State of Palestine

Governor
H.E. Saeed Tawfik Khoury
Deputy Governor H.E. Dr. Saleh Jallad

The State of Qatar

Governor
H.E. Youssef Hussain Kamal
Deputy Governor H.E. Abdullah Bin Khalid Al-Attiyeh

The Comoros

Governor
H.E. Mawlana Shareef
Deputy Governor H.E. Ali Nasour

The State of Kuwait

Governor
H.E. Bader Moushari A Homiddy (8)
Deputy Governor H.E. Sheikh Salem Abdul-Aziz AlSabah

The Republic of Lebanon

Governor
H.E. Riad Salame
Deputy Governor H.E. Dr. Marwan Nsouli

The Great Socialist People's Libyan
Arab Jamahiriya

Governor
Deputy
Governor

The Arab Republic of Egypt

Governor
H.E. Dr. Farouk El Okdah
Deputy Governor H.E. Dr. Hatem Al Karanchawy

The Kingdom of Morocco

Governor
H.E. Dr. Fatahalla Oualalou
Deputy Governor H.E. Abed Ellatef Jouahri

The Islamic Republic of Mauritania

Governor
H.E. Zean Ould Zeadan
Deputy Governor H.E. Mohamed Abdulrahman Ould
Ali

The Republic of Yemen

Governor
H.E. Allwi Saleh Al-Salami
Deputy Governor H.E. Ahmad Abdul Rahman AlSamawi

1)
2)
3)
4)
5)
6)

7)
8)
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Governors & Their Deputies

H.E. Dr. Ahmed Aminisi Abd Al
Hameed
H.E. Dr. Said Abdulaati

As of 14 January 2005 replacing H.E. Abdullah Hassan Saif.
As of 2 February 2005 replacing H.E. Al Sheikh Ahmed Bin Mohamed Al Khalifa.
As of 29 May 2005 replacing H.E. Abdullatif Bin Achenho.
As of 22 May 2005 replacing H.E. Yacine Elmi Bouh.
As of 28 February 2005 replacing H.E. Dr. Mohamed Bachar Kabbarah.
As of 2 February 2005 replacing H.E. Hussain Mohmoud Sheikh Hussain.
Governor and deputy Governor have not been nominated as at 31 December 2005.

As of 4 April 2005 replacing H.E. Mohmoud Al Nouri.
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The Board of Executive Directors
The Board of Executive Directors is composed of the Director General of the
Fund as Chairman and eight non-resident members elected by the Board of
Governors for a renewable term of three years. The Board is entrusted with the
supervision of the Fund's activities and renders advice when deemed necessary.
Members of the Board of Executive Directors
Executive Directors
Dr. Jassim Al-Mannai

Countries Represented

Voting
Power
(%)

Director General & Chairman of
the Board of Executive Directors

Dr. Abdul Rahman Bin Abdullah Al
Hamidy

The Kingdom of Saudi Arabia

13.58

Mr. Abedlhak Bedjaoui

The People's Democratic
Republic of Algeria

11.96

_____________________1)

The Republic of Iraq

11.96*

Mr. Al Fateh Ali Mohamed Siddig
(Sudan)

The Arab Republic of Egypt
The Republic of Yemen
The Republic of Sudan
The Somali Democratic
Republic
The Republic of Djibouti
The Comoros

Mr. Abdul Amir Bin Saied Bin Mohamed
(Oman)
Dr. Marwan Nsouli
(Lebanon)

Mr. Al Hedi Al Zar
(Tunisia)

Mr. Sami Hussain Mansour Al-Anboee5)
(Kuwait)
*
1)

19.96*

The State of Qatar
The Kingdom of Bahrain
The Sultanate of Oman

7.05

The Syrian Arab Republic
The Hashemite Kingdom of
Jordan
The Republic of Lebanon
The State of Palestine

7.52

The Kingdom of Morocco
The Great Socialist People's
Libyan Arab Jamahiriya
The Republic of Tunisia
The Islamic Republic of
Mauritania

13.09

The State of Kuwait
The United Arab Emirates

14.88

The above voting power is affected by the temporary suspension of the voting power of Iraq and
Somalia.
Has not been nominated due to the suspension on the membership.
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The Director General and the Staff
The Board of Governors appoints a Director General of the Fund for a renewable
term of five years. He serves ex-officio as Chairman of the Board of Executive
Directors. The Director General of the Fund is the head of the staff and is
responsible for all the work of the Fund. Staff members are currently distributed
among the following six departments:
123456-

Administration
Economic and Technical
Legal
Economic Policy Institute
Finance and Computer
Investment

The organizational structure of the Fund also comprises the Bureau of the Internal
Audit, the Office of the Director General and various other committees including
those on Loans and Investment which are statutory. It also includes an
Administrative Committee established within the framework of the Personnel
Regulations by a decision of the Board of Executive Directors which was
endorsed by the Board of Governors.
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