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1.1. Israel & U.S. to Develop Arrow-4 Ballistic Missile Shield
On 18 February, Israel announced it is developing a new ballistic missile shield, the Arrow-4, with the United
States, another layer in a growing defensive system. Israel's Arrow-2 and Arrow-3 interceptors are already
operational as part of a multi-layered system to destroy incoming missiles in the atmosphere and in space.
Arrow-1 was developed as a proof of concept after the 1991 Gulf war, during which Iraqi Scud missiles
were able to penetrate Israel’s existing air defenses, despite being augmented by U.S.-made Patriot
missiles. Arrow-2 was the first operational version of the system and was deployed in 2000. Arrow-3 was
developed to meet the challenge posed by nuclear ballistic missiles, capable of intercepting them while still
in space. Arrow-4 is scheduled to become operational by the end of the decade and will be able to face
newer threats while reducing costs.
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Arrow-4 is a cooperative program between the MDA and IMDO that illustrates U.S. commitment to assisting
the government of Israel in upgrading its national missile defense capability to defend the State of Israel
from emerging threats,” said U.S. Missile Defense Agency Director, Vice Adm. John Hill.
The Ministry of Defense said Israel Aerospace Industries would serve as the prime contractor for the Arrow4. Boeing and Israel's Elbit Systems are also part of the Arrow defense project. (Various 18.02)
Back to Table of Contents

1.2. First UAE Ambassador Arrives in Israel
The United Arab Emirates (UAE) first Ambassador to Israel, Mohammed Al-Khajah, landed in Israel on 1
March and began a round of meetings, starting with Israel's Minister of Foreign Affairs Ashkenazi.
Ashkenazi welcomed the new ambassador and spoke of his important role in leading the change for the
entire Middle East created by the Abraham Accords.
Following the meeting between Ashkenazi and the new ambassador, the first work meetings were held
between the UAE and Israeli diplomatic teams. In Jerusalem, Mohammed Al-Khajah also met with
President Rivlin to present his diplomatic credentials and the UAE Ambassador and his diplomatic team
will hold more working meetings at the Ministry of Foreign Affairs in Jerusalem. The delegation will also
visit the Yad Vashem Holocaust Memorial and Museum. (Various 01.03)
Back to Table of Contents

1.3. Israel's Gas Royalties Rise by 30%, Exceeding NIS 1 Billion in 2020
Fees and royalties to the state from Israel's natural gas, oil and minerals totaled NIS 1.105 billion in 2020,
up 30% from 2019, the Ministry of Energy announced. Most of the revenues came from royalties on natural
gas, which totaled NIS 1.09 billion in 2020, up 29.6% from 2019 but NIS 400 million below expectations
because of the reduction in energy use during the COVID-19 crisis.
There was a 48.4% increase in natural gas production in 2020, the Ministry of Energy reported, with the
Leviathan field coming on stream on 31 December 2019. Gas exports to Egypt and Jordan increased
significantly. Gas production from the Tamar field in 2020 totaled 8.27 BCM, generating royalties of NIS
592 million, while gas production from Leviathan, in its first year of operations, totaled 7.32 BCM, generating
royalties of NIS 273 million. Revenue in 2020 was also hit by a fall in the price of natural gas with the
average price per thermal unit falling from $5.512 in 2019 to $4.8 in 2020. (Globes 02.03)
2. ISRAEL MARKET & BUSINESS NEWS
Back to Table of Contents

2.1. Spectral Exits Stealth with $6.2 Million to Protect from Costly Coding Mistakes
On 17 February, Spectral left stealth, announcing $6.2 million in funding for their developer-first code
security scanner. The DevSecOps startup uses the first hybrid engine that combines hundreds of detectors
with AI in order to find, prioritize and block costly coding mistakes. The seed round was led by Amiti and
MizMaa.
Spectral is a lightning-fast, developer-first cybersecurity solution that finds and protects against costly
security mistakes in code, configuration, and other developer assets. In a matter of seconds per averagesized repository, Spectral can detect mistakes across hundreds of tech stacks including the actual source
code, providing real-time prevention as well as flagging these issues via a "single pane of glass" to allow
each team to productively triage, fix and monitor these issues, charting their own progress and
improvements. Following the principle of "implement strong security measures, but act like you have none,"
Spectral protects against the leakage of secrets outside of an organization as well as internally.

4
The Fortnightly may also be found at: http://www.atid-edi.com

The Spectral scanner is a developer-first solution. It respects security and privacy practices and never
sends a company's code, configuration or other assets outside of the company's perimeter, making it more
secure, faster and easier for software teams to use internally with integrations to Travis, Jenkins, CircleCI,
as well as plugins for popular frameworks and products such as Webpack, Gatsby, Netlify and more.
Spectral includes an ever-growing set of detectors. It can scan any programming language, configuration
files and other assets using machine learning-based analysis. Users can also build their own custom
detectors using a purpose-built query language called SPEQL.
Founded in mid-2020, Tel Aviv's Spectral has a team of 15, and already protects millions of lines of code
for a significant base of customers, including publicly-listed companies. (Spectral 17.02)
Back to Table of Contents

2.2. Mirato Closes $9-Million Round for Next-Generation Third-Party Risk Management
Mirato announced the completion of a $9 million funding round to support the continued development and
commercialization of its technology. The round was led by Grove Ventures and co-led by Janvest Capital
Partners, with additional funding provided by American Express Ventures, iAngels and others.
Financial institutions increasingly rely on business interactions with third-party suppliers, and are facing
greater pressure from regulators to understand the potential impacts and implications of these business
engagements. Mirato's AI-driven platform automates the entire TPRM lifecycle, provides real-time visibility
and advanced analytics, and saves financial institutions both time and resources. Mirato's platform uses
AI and natural language processing (NLP) to continuously collect information from risk managers,
documents and machines while performing analysis and creating a feedback loop between data sources.
The outcome is actionable insights for risk teams, which help to reduce operational costs and improve
accuracy and corporate performance. Furthermore, the ability to orchestrate and automate all TPRM
programs within the same platform provides financial institutions with visibility into their concentration risk
and other risks that can be aggregated together.
Additionally, the Mirato platform is built to be easy to implement, scalable across unlimited data sources
and seamlessly integrates into existing TPRM programs—across all risk domains, from initial assessment
to continuous monitoring and beyond.
Tel Aviv's Mirato is a next-generation third-party risk management (TPRM) platform that orchestrates and
automates the entire TPRM lifecycle, from initial assessment to continuous monitoring and beyond, to
provide unprecedented real-time visibility into third-party risks - enabling banks to act quickly to mitigate
them. Mirato's AI-driven TPRM platform empowers financial institutions to identify, anticipate and manage
third-party risk across the supply chain. Domain expertise is built into the system to assess third parties,
concentration risk and fourth parties both directly and indirectly. (Mirato 16.02)
Back to Table of Contents

2.3. Palo Alto Networks Announces its Intent to Acquire Bridgecrew
Santa Clara, California's Palo Alto Networks, the global cybersecurity leader, has entered into a definitive
agreement to acquire Bridgecrew, a developer-first cloud security company. The proposed acquisition will
enable “shift left” security, with Prisma Cloud becoming the first cloud security platform to deliver security
across the full application lifecycle.
With the addition of Bridgecrew, Palo Alto Networks will be the first to deliver security across the full
application lifecycle. Once integrated, Prisma Cloud customers will benefit from a single platform that will
deliver cloud security from build time to runtime, seamlessly connecting security and DevOps teams. This
again highlights the need for a comprehensive approach to cloud security that simply can’t be achieved
with point products.
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Bridgecrew’s open-source IaC scanner, Checkov, has gained significant early traction with developers,
surpassing 1 million downloads in 2020 — its first full year of availability. Also, Bridgecrew’s full security
platform is seeing good early traction across many cloud-first organizations and several industries. Palo
Alto Networks will continue to invest in Bridgecrew’s open-source initiatives as part of its ongoing
commitment to DevOps security.
Tel Aviv's Bridgecrew is a pioneer in shift left, focusing on infrastructure as code (IaC), where infrastructure
configuration is codified during development. The company’s developer-first IaC security platform offers
developers and DevOps teams a systematic way to enforce infrastructure security standards throughout
the development lifecycle. The proposed acquisition will enable Prisma Cloud to provide developers with
security assessment and enforcement capabilities throughout the DevOps process. (Palo Alto 16.02)
Back to Table of Contents

2.4. Earnix Announces $75 Million Growth Funding with a Valuation of $1 Billion
Earnix announced $75 million in growth funding with a pre-money valuation of $1 billion. The round was
led by Insight Partners, with existing investors JVP, Vintage Partners and Israel Growth Partners joining
the round. The new funding will fuel Earnix’s global expansion into new market segments and regions,
increase investment in product innovation, rapidly accelerate hiring and support M&A activities to further
anticipate the needs of a rapidly changing market. Leveraging this investment, Earnix will continue to bring
transformational value to Insurance and Banking by bridging the gap between financial institutions and the
needs of their customers.
Earnix combines innovative AI with advanced analytics, enabling clients to present highly personalized
offers with the right product at the right price at the right time. In 2020, Earnix was recognized by CB
Insights as the “Market Leader for Predictive Analytics for P&C Insurers” and has been named one of “11
Insurtechs to Watch in 2021” by P&C 360. Hosted in the cloud, Earnix’s offerings enable agile processes,
robust automation, and strong governance in alignment with business objectives.
Givatayim's Earnix is a leading provider of mission-critical systems for global insurers and banks. Through
Earnix, customers are able to provide prices and personalized products that are smarter, faster, and safer
in full alignment with corporate business goals and objectives. Earnix’s customers deliver over 1 billion
quotes per year through Earnix’s solutions, offering systemized, enterprise-wide value with ultra-fast ROI.
(Earnix 21.02)
Back to Table of Contents

2.5. Torii Raises $10 Million in Series A Funding
Torii has closed a $10 million Series A financing round to automate software management in the enterprise.
The financing was led by Wing Venture Capital together with the company's existing investors Entree
Capital, Global Founders Capital, Scopus Ventures and Uncork Capital. With the new funding Torii will
expand its engineering and data science teams in Israel and commercial teams in the US.
Automation is present across every facet of Torii’s platform, helping companies make accurate intelligencedriven decisions relating to software usage, spend and compliance. Currently, Torii is developing new
intelligence features including automatic software recommendation, compliance readiness and cost
allocation. Using Torii, Rock Content, a global leader in content marketing, has automated SaaS
applications discovery, spend management, and employee onboarding and offboarding. Across its
customer base, Torii is currently monitoring and optimizing more than $1 billion in total software spend and
more than $4 billion in total transactions.
Ra'anana's Torii automates the discovery, spend optimization, operations and compliance of SaaS to help
organizations reduce spend, free IT time from manual tasks and manage SaaS sprawl. With the rapidly
growing number of SaaS solutions on the market every day, and the access to those SaaS being available
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with a click of a button, today’s Modern IT work is more challenging than ever. SaaS adoption is a positive
trend. It allows people throughout the organization to adapt technology and drive the business forward, yet
it results in decentralized IT, today more than ever. (Torii 21.02)
Back to Table of Contents

2.6. Gettacar Raises $25 Million to Continue Best Car Ownership Experience
Gettacar announced $25 million in funding, bringing the total raised to $48 million. The round was led by
3L and Luxor Capital, with additional participation from Torch Capital. Gettacar will use the new funding to
continue investing in the customer experience, expand into additional markets, and product development.
Since Gettacar’s launch in 2018, the company has focused on building proprietary technologies and
consumer-first guarantees that are unparalleled in the online car buying industry. Car buyers can buy online
in as little as 12 minutes, get real-time online financing options, and have seven days to decide whether
they’d like to keep the car. Every Gettacar vehicle comes with the Gettacar Guarantee, the 365-day
bumper-to-bumper protection and maintenance package. Gettacar’s vertically integrated business model
is also unique and allows the company to quality control their inventory by keeping inventory acquisition,
logistics, reconditioning, and merchandising in-house. In 2020, the company saw a 186% year-over-year
increase in sales growth and in 2021, the projected sales growth is 210% year-over-year. Gettacar plans
to launch in additional U.S. markets in 2021.
Tel Aviv's Gettacar is an online car buying start-up that is creating the best car buying and ownership
experience. By offering a seamless online platform with industry leading service and guarantees, Gettacar
represents the future of car buying. Founded in 2018, Gettacar is currently available in seven markets in
the U.S. including New York and Washington DC, with investors including 3L, Luxor Capital, and Torch
Capital, among others. (Gettacar 24.02)
Back to Table of Contents

2.7. FundGuard Closes $12 Million Series A Funding Round to Accelerate Growth
FundGuard has closed a $12 million Series A funding round. The financing is being led by Team8 and
existing investors Blumberg Capital and LionBird Ventures. New investors participating in this Series A
round include banking and asset management executives Jack Klinck, a former State Street and Bank of
New York Mellon management committee member; Heidi Miller, an HSBC board director and former
President of JP Morgan International; Jay Mandelbaum, former Head of Strategy at JP Morgan Chase, and
member of both JP Morgan Chase's and Citigroup's management committees; Stanton Green, a fintech
leader and former senior managing director at Guggenheim Capital, as well as Mindset Ventures and
Maccabee Ventures. The financing round brings the total amount of capital raised by FundGuard to $16
million.
Tel Aviv's FundGuard is trusted by asset managers and fund administrators to manage investments across
mutual funds and ETFs, alternatives, insurance, and pensions. Flexible and scalable, FundGuard’s
platform automates fund management and administration, improving investment performance through its
new-generation AI capabilities and reducing costs with modern workflows and collaboration capabilities.
The AI-powered platform replaces the decades-old solutions in the marketplace today that are no longer
able to address growing industry demand for a truly electronic, cross-asset solution to streamline workflows,
identify anomalies, and generate actionable insights.
The investment will spur product development to support FundGuard’s partnerships with several of the
world’s largest fund administrators and asset managers in addition to meeting increasing demand from
alternative funds and insurance companies. (FundGuard 23.02)
Back to Table of Contents
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2.8. Avenews-GT Announces $3 Million in Funding from Global Holding Group
Avenews-GT announced a $3 million Series Seed fund raise from high-profile global holding group, XT HiTech. The streamlining and promotion of agriculture today are a central focus of global attention to solve
the problem of food insecurity for billions of people. Increasing access to farmers mostly in developing
countries for supply chain digitization, credit and other banking services through Avenews-GT’s fintech
platform will advance this goal. Currently, Avenews-GT works in collaboration with the largest banking
groups on the African continent, where agriculture accounts for about a third of gross domestic product.
Tel Aviv's XT Hi-Tech was established in 1997 as the venture arm of XT Holdings, a global holding group.
XT Hi-Tech invests in Israeli technology start-ups in various fields and to date completed more than 80
investments generating superior return throughout the years. Tel Aviv's Avenews-GT, founded in 2017,
enables digitization of the agricultural supply chain so agri-businesses can run their entire business
operation through a set of management tools that control inventory, generate trade documents and initiate
payments directly to counterparties. (Avenews-GT 23.02)
Back to Table of Contents

2.9. Stratasys Acquires RPS, Provider of Best-in-class Stereolithography 3D Printers
Stratasys announced it has acquired UK-based RP Support (RPS), a provider of industrial stereolithography
3D printers and solutions. RPS’ complementary technology further expands Stratasys’ polymer suite of
solutions across the product life cycle, from concept modeling to manufacturing. Stratasys will leverage its
industry-leading go-to-market infrastructure to offer RPS’ Neo® line of systems to the global market with
an expanded set of applications. Stratasys expects the acquisition to be slightly accretive to revenue and
non-GAAP per-share earnings by the end of 2021.
RPS’ Neo line of 3D printers feature dynamic laser beam technology that enables build accuracy, feature
detail, and low variability across the full extent of a large build platform. As an open resin system, the Neo
products provide customers materials with a wide range of properties such as chemical resistance, heat
tolerance, flexibility, durability, and optical clarity. Its products can produce large parts up to 800 x 800 x
600 mm, providing a significant build area in a small footprint.
Rehovot's Stratasys is leading the global shift to additive manufacturing with innovative 3D printing solutions
for industries such as aerospace, automotive, consumer products and healthcare. Through smart and
connected 3D printers, polymer materials, a software ecosystem, and parts on demand, Stratasys solutions
deliver competitive advantages at every stage in the product value chain. The world’s leading organizations
turn to Stratasys to transform product design, bring agility to manufacturing and supply chains, and improve
patient care. (Stratasys 19.02)
Back to Table of Contents

2.10.

Pliops Closes $65 Million Funding Round to Raise Data Center Efficiency

Pliops has closed a $65 million oversubscribed funding round, led by Koch Disruptive Technologies (KDT).
All current investors, including State of Mind Ventures (SOMV), Viola Ventures, Intel Capital, SoftBank
Ventures Asia, Expon Capital, Western Digital, Xilinx, and Sweetwood Capital participated, with NVIDIA
increasing its share. This news positions Pliops for its goal: delivering game-changing value for enterprise
and cloud customers.
The investment will be used to bring the new levels of scale, speed and cost effectiveness promised by
Pliops’ storage processor to more customers in more ways. A hardware-enabled storage engine deployed
in a PCIe card form factor or as a cloud service, the storage processor unlocks the full potential of SSD
storage by exponentially improving cost, performance and endurance. Through its storage processor,
Pliops substantially accelerates the processing of data-intensive applications in data centers.
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Founded in 2017, Ramat Gan's Pliops is a technology innovator focused on making data centers run faster
and more efficiently. A fundamental building block for the data-centric era, the Pliops storage platform
addresses the exponential growth of data storage – and the subsequent computational processing
requirements this has created. Pliops uses innovative, patented data structures and algorithms to eliminate
data amplification and enable consistently high I/O performance, capacity, and endurance – reaching up to
100x faster data access with just a fraction of the computational load and power consumption. (Pliops
24.02)
Back to Table of Contents

2.11.

Priority Software Acquires Israel-based Edea

Priority Software announced the expansion of its retail ERP solutions offering with the acquisition of Edea
AMC, an Israel-based provider of an innovative UNIFIED COMMERCE solution, which enables retailers to
deliver an advanced Omnichannel customer experience. The acquisition will enable Priority customers
around the world to benefit from Edea's end-to-end Retail Management System (RMS). Fully based on the
Priority ERP platform, Priority retail customers will enjoy a wide range of solutions to effectively manage
and control online and offline sales, including comprehensive management of their entire supply chain,
front- and back-end processes, financials, and more. Further, this acquisition will help accelerate the
distribution and deployment of the unified retail solution into new international markets, with the support of
Priority's global partner ecosystem that operates in over 40 countries, including the US and UK.
Founded in Israel in 2005, Airport City's Edea specializes in the retail and hospitality industries, known for
its flagship 'OneCore' product, a headless commerce solution designed via microservices to serve all
commerce's unique core business capabilities to various front-end solutions developed by Edea, such as
mobile POS, self-service kiosk, online ordering apps and to any third parties, including e-commerce,
payments, CRM, and marketing automation solutions and providers.
As a global ERP solution provider, Tel Aviv's Priority thrives on innovation, delivering the tools and
functionality to meet the unique needs of its customers. Powered by flexibility, system openness and
mobility tools, Priority believes that ERP systems should and can be easier to use, easier to implement,
and easier to maintain and enhance. (Priority Software 01.03)
3. REGIONAL PRIVATE SECTOR NEWS
Back to Table of Contents

3.1. Tarabut Gateway Secures $13 Million in Seed Funding Round
Bahrain's Tarabut Gateway has secured $13 million in a Seed funding round, led by Target Global. Other
investors included Kingsway, CE Ventures, Entrée Capital, Zamil Investment Group, Global Ventures,
Almoayed Technologies and Mad’a Investment. This funding marks the largest Fintech Seed round in
MENA and follows Tarabut Gateway’s recent expansion into the UAE in October 2020.
Tarabut Gateway welcomed the recent news of the Saudi Central Bank’s (SAMA) directive to implement a
Kingdom-wide policy on Open Banking, in line with the vision and strategic objectives of the Financial Sector
Development Program. Bahrain was the first country in the region to outline an Open Banking Policy and
framework, with Tarabut Gateway being the first to graduate from the Central Bank of Bahrain’s regulatory
sandbox. Tarabut Gateway will use the funding to support with expanding regionally and developing current
product offerings.
Manama's Tarabut Gateway is MENA's first and largest regulated Open Banking platform that connects a
regional network of banks and FinTechs via a universal application programming interface (API). By
offering the tools that would allow the facilitation and distribution of personalized financial services, Tarabut
Gateway allows banks and FinTechs to build the future of financial services across MENA. By making data
accessible, we create real value through introducing new revenue streams to financial institutions, helping
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FinTechs test and build their solutions and most importantly- enabling everyday people make better
financial decisions. (Tarabut Gateway 23.02)
Back to Table of Contents

3.2. Blackboard Partners in Qatar with the Education Development Institute
Reston, Virginia's Blackboard, a leading global EdTech software and solutions company, announced that
the Education Development Institute (EDI), a member of the Qatar Foundation, has selected its teaching
and learning solutions. EDI will utilize Blackboard's cloud-based learning management system, Blackboard
Learn and virtual classroom solution, Blackboard Collaborate, to provide professional learning services for
over 1,300 Pre-K-12 educators at 13 schools in Qatar and across the Middle East.
Since its inception in 2015, EDI has supported pre-K-12 education by providing professional learning
resources, building leadership capacity and supporting curriculum improvement. EDI is the center for
professional learning and curriculum development in Pre-University Education at Qatar Foundation.
(Blackboard 02.03)
Back to Table of Contents

3.3. Key Trends in the UAE Construction Industry to 2025
The "Construction in United Arab Emirates (UAE) - Key Trends and Opportunities to 2025" report has been
added to ResearchAndMarkets.com's offering.
The construction industry in the United Arab Emirates (UAE) is expected to rebound in 2021, growing by
3.1% in 2021, following a decline of 4.8% registered in 2020. The industry is then expected to expand at
an annual average of 3.8% between 2022 and 2025. The approval of a new Dubai Building Code is a
positive development; the new code outlines a revised set of construction rules and standards and seeks
to reduce construction costs by streamlining building rules. The UAE announced in August 2020 that it will
deliver a three-stage 'flexible package' of measures to strengthen the economy, including steps to support
the labor market and support investment.
The medium-term outlook still looks promising, as the government continues with its infrastructure plans,
given various government initiatives such as the Energy Strategy 2050, the Sheikh Zayed Housing
Programme and the Dubai Tourism Strategy. Infrastructure projects are a key part of the UAE's economic
expansion, as not only the Emirate, but the overall Gulf Cooperation Council (GCC) region, still has huge
infrastructure needs, as it seeks to build efficient transport and logistics networks as well as reliable supplies
of clean energy. Also, Israel and the UAE have reached a historic deal to normalize ties opening up
investment opportunities, where the countries agreed to develop a joint strategy to boost co-operation in
the energy sector. (R&M 17.02)
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3.4. Nuwa Capital Closes First Round of $100 Million Fund
Dubai and Riyadh-based Nuwa Capital, a venture capital firm, has announced the first close of its flagship
fund Nuwa Ventures Fund I (NVFI), having raised three-quarters of its $100 million target in less than a
year since its launch. The fund primarily targets rapidly growing markets in MENA and neighboring
geographies, including Turkey, Pakistan and Sub-Saharan Africa.
Nuwa Capital was founded in February 2020 in response to a lack of impactful operational and strategic
support from investors. To this effect, the fund has launched the ‘Nuwa Network’, a close-knit network of
founders and operational experts, to help startups navigate challenges with scaling and expansion, among
others.
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The firm’s uniqueness derives from its closeness to the investment and startup community in the Middle
East serving as a platform to build lasting and impactful relationships. Nuwa Capital has built its value
proposition around supporting founders and companies it invests in through a structured value creation
framework with a network of operating partners and through connecting the fund’s investors and Limited
Partners (LPs), particularly corporate investors, with the startups that are effecting change in their
respective industries.
To date, the fund has signed with a selective pool of large groups and family offices who are leaders in their
respective industries, such as Healthcare, Pharmaceutical, Real Estate, F&B, Media and Logistics. For
many of Nuwa Capital’s LP’s, this investment represents their first such position in a MENA fund. Nuwa
Capital also counts leading regional institutional investors among its investor base. Prior to closing the
fund, the team has invested in several regional companies, including Eyewa, Homzmart and Flexxpay.
Nuwa Capital is set to announce further investments in the coming weeks as it accelerates its investment
program following the first close. (WAYA 16.02)
Back to Table of Contents

3.5. North Ladder Raises $5 Million in Series A Funding Round
Dubai's North Ladder (previously called BuyBack Bazaar), a UAE-based secure trading platform for preowned luxury assets and electronics, has announced a $5 million Series A funding round, led by BECO
Capital. The technology platform provides access to verified buyers of second-hand goods and instant
cash. North Ladder currently enables users to sell electronics such as phones, laptops, tablets and
smartwatches, as well as luxury assets including watches and cars, with a unique option of buying them
back within a few months.
The startup began operating under its new brand name, North Ladder, representing the company’s strategy
of charting new markets and supporting individuals across the globe in their endeavor to elevate their
financial situation.
To date, the platform has witnessed over 15,000 transactions in the UAE, with over 85 different nationalities
served while earning a 4.9/5 customer satisfaction rating. This year, the startup is looking to establish its
presence in Saudi Arabia and the United States, with a focus on scaling the platform significantly in the
next 18 to 24 months. North Ladder has previously been recognized as one of the “Top 5 innovative
startups in the MENA region" by PayPal-backed accelerator, Village Capital and awarded as an Innovator
by Entrepreneur Middle East. The new investment will help the company scale up its technology platform,
enhance customer experience and pursue further geographic expansion. (North Ladder 22.02)
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3.6. Fenix Closes Seed Funding Round with Additional $1.2 Million
The UAE's Fenix, a micro-mobility startup, announced the completion of its $5 million seed funding round,
after raising $1.2 million in a second close, led by KSA-based Emkan Capital and UAE's Panthera Capital
Ventures. This will be added to the initial $3.8 million the startup raised when it launched in the region late
last year.
The startup aims to deliver complete freedom when it comes to travel, with the ambition to improve the
basics. Fenix wants mobility to be easier, cheaper, and simply redesigned, whilst coasting toward an
environment with less waste and cleaner travel. Following COVID-19, they have also implemented hygiene
practices such as including individual hand sanitizer dispensers and trackers within each scooter that
additionally notify the Fenix team when they need cleaning.
The new funds will be used to increase its R&D and continue expanding across the GCC. The startup is
aiming to be the first micro-mobility operator in all UAE Emirates by this year. (Fenix 28.02)
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3.7. Wyndham Launches La Quinta Brand in Dubai
Wyndham Hotels & Resorts announced the debut of its La Quinta by Wyndham brand in the Middle East
with a new 100-room property in Dubai. Expected to open in March 2021, La Quinta by Wyndham Dubai
Bur Dubai will be centrally located in the historic Bur Dubai district.
The new Dubai property is located in one of the city's bustling commercial hubs offering easy access to
leisure attractions, including the Dubai Cruise Terminal at Port Rashid, The Dubai Mall, the Dubai Frame
and Jumeirah Mosque, as well as business hotspots such as the Dubai World Trade Centre and the city's
financial district. The newly refurbished hotel will boast contemporary guest rooms and elegant interiors,
combining Dubai's traditional trading colors with a modern twist that replicates the city's lively scene.
With nearly 940 destinations globally, the La Quinta by Wyndham brand offers thoughtful amenities, friendly
service, and consistently delivers an exceptional guest experience that keeps travelers waking up on the
bright side. (Wyndham 23.02)
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3.8. Sprout FCZO Secures $200,000 Funding from FA Holding
UAE-based F&B startup Sprout FZCO has raised $200,000 in funding from Bahrain-based FA Holding.
Sprout FZCO aims to pioneer a new era of kids' food production with a science-based, health-first approach.
Sprout foods are exclusively made of whole plants and heavily use locally sourced and organic ingredients,
making it the UAE’s first 100% plant-based kids food business. The company is also building an AI
technology-powered end-to-end nutrition management app that will help parents navigate child nutrition
and health in ways currently not possible. The newly raised funds will be used for the retail expansion of
products and services.
Following a zero-waste aspiration for their direct-to-consumer channel, all foods are made to order and
avoid unnecessary food waste. All meals are also sold in glass jars which are recollected and reused
making Sprout a full-circle reusable packaging food business. Sprout is a liaison of the Physicians
Association of Nutrition, an internationally recognized medical association specializing in nutrition. All
Sprout recipes are prepared in collaboration with nutrition experts.
With over a decade of experience in angel investing and mentoring startups, FA Holding supports
companies that have the potential to positively impact society at scale. The portfolio includes more
traditional investments in logistics and real estate, and early-stage investments in startups such as Calo,
Spiber and Sprout. (Sprout FCZO 24.02)
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3.9. VoM Raises $670,000 Pre-Seed Funding
Saudi Arabia's VoM closed a $670,000 Pre-Seed funding round led by a group of angel investors. VoM
was established in the last quarter of 2020. The platform aims to provide the "Value of Money" to small
companies by facilitating the management of their financial data, and for individuals to be able to easily
manage their business even if they do not have an accounting background. The platform helps owners of
SMEs manage their financial affairs on their own without the need for a professional full-time accountant.
Other features include the ability to link clients to a POS in various geographical locations, connecting the
platform directly to e-commerce businesses, providing the customer with cloud security, issuing a variety
of financial reports, calculating taxes, and issuing exchanges.
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Saudi Arabia's General Authority for Zakat and Tax (GAZT) recently announced its intention to impose
(electronic invoicing) on all commercial establishments by December 2021. The VOM accounting platform
is one of the Saudi companies taking part in providing this service.
Riyadh's VôM is an accounting software platform which aims to provide “Value of Money” to small
businesses that are focused on easily managing their financials. VôM focuses primarily on our clients, by
providing anyone that has no background in accounting to ensure they can focus on running their business
with ease of mind. (VoM 18.02)
Back to Table of Contents

3.10.

KSA's Hazen.ai Receives Follow On Funding from Wa'ed Ventures

Mecca's Hazen.ai, a maker of intelligent traffic systems that use Artificial Intelligence (AI) technologies to
improve road safety, has received a follow-on investment from Wa’ed, the entrepreneurship arm of Aramco.
Hazen.ai was established in in 2017 and the company’s software is being used to improve the effectiveness
of traffic systems in the UK, the United States, Oman, Egypt, Spain and Peru. Hazen.ai is also bidding on
projects in Argentina, Saudi Arabia, Nigeria, and Egypt.
The company this year won a global award from the International Road Federation for its traffic
management systems, which combine the latest in machine learning, AI and computer vision technologies
to spot and report negative driving behavior. Hazen.ai’s software systems help reduce fatalities by enabling
law enforcement to spot dangerous drivers quicker. Hazen.ai’s video-analysis software goes beyond
conventional traffic-monitoring speed cameras to identify, for example, drivers who make sudden lane
changes, are driving without a seatbelt or driving while operating a smartphone.
Hazen.ai plans to use the new funding, its second since 2019 from Wa’ed Ventures, to engage new global
customers as its initial projects mature and go into deployment. Hazen.ai is building advanced traffic
cameras with the capability to detect dangerous driving behavior through video analysis. Based on the
latest Deep Learning algorithms, our core video analysis engine reliably detects vehicles in video, and
extracts their trajectories for understanding road behavior. (Hazen.ai 21.02)
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3.11.

Mitsubishi to Begin Assembling Cars in Egypt

Mitsubishi Motors is planning to start assembling cars in Egypt using a Nissan-owned plant. The two firms
have reportedly signed an agreement that would see Mitsubishi roll out locally-assembled trucks as a
starting point. Locally-assembled Mitsubishi passenger cars could then be next if the truck models
successfully capture a reasonable market share. Globally, Mitsubishi and Nissan are partners in the
Renault Nissan Mitsubishi alliance. Nissan acquired a controlling stake in Mitsubishi back in 2017.
There is a package of incentives to automakers designed to spur domestic automotive assembly, which
was approved by the Cabinet in March 2020. The package includes giving global players access to
incentives, infrastructure improvements and Egypt’s network of trade agreements. Talks of those incentives
has previously led several international automotive manufacturers — including Peugeot, Mercedes-Benz
(which suspended assembly here four years ago), Kia, and Volkswagen — to announce their consideration
to potentially assembling vehicles in Egypt.
Other expected drivers for local assembly include a parallel strategy to kickstart a market for electric
vehicles and while simultaneously pushing a transition to natural gas. Earlier in February, state-owned El
Nasr Automotive said it will begin assembling EVs in Egypt sometime in July under contracts it finalized
with China’s Dongfeng in January. The government has been pushing for a transition to EVs with incentives
including set charging prices, subsidies, as well as customs breaks. This is part of an overall direction to
promote the use of clean energy on the roads, which also includes the state’s multi-year natural gas
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transition plan, which will see major domestic players investing to put dual-fuel cars in showrooms.
(Enterprise 17.02)
Back to Table of Contents

3.12.

1 Trolley a Prizewinner in EBRD’s Startup Innovation Challenge

Egyptian pick-up and delivery platform 1Trolley is the only MENA business among the prizewinners of the
European Bank of Reconstruction and Development’s (EBRD) Startup Innovation Challenge. The company
beat 226 competing businesses from the 30 EBRD countries, and will share a $500,000 prize with the other
four winners, which will be doled out partially in kind and partially through advisory vouchers. The vouchers
give businesses access to business diagnostics, as well as technical support, mentoring and access to
international investors.
Cairo's 1Trolley is an on-demand service that purchases, picks up, and delivers convenient goods that are
ordered from one’s neighborhood stores through the mobile app. The delivery platform is fully owned and
managed by 1Trolley. (1 Trolley 01.03)
4. CLEAN TECH & ENVIRONMENTAL DEVELOPMENTS
Back to Table of Contents

4.1. Ecoppia Strengthens Its Presence in the Middle East with a First Project in Egypt
Ecoppia announced a new project in one of the worlds’ largest solar parks in BenBan, Egypt. BenBan solar
park, located near the southern Egyptian city of Aswan, has a total capacity of 1,650 MWp corresponding
to an annual production of approximately 3.8 TW, and is spread across nearly 40 km. While enjoying very
high radiation rates, the facility also suffers from major soiling and desert sands, requiring frequent cleaning
to ensure steady and optimal production.
Ecoppia’s robotic solutions were proven to be extremely effective, cleaning nearly 10 million solar panels
every night in harsh climatic conditions, spreading across roughly 2,500MW of installations globally. Not
only effective, the robots were also proven to be fully safe and reliable on all module types, to include glass
on glass and bifacial. Ecoppia’s unique robotic solutions are completely autonomous, water-free and
energy independent, allowing site owners to enjoy the benefits of a year-round peak performance while
lowering their O&M expenses and overall, their LCOE. This project in BenBan will feature the light weighted
Ecoppia T4 solution, designed especially for Single Axis trackers.
With over 16GW of signed agreements, Tel Aviv's Ecoppia is a pioneer and world leader in robotic solutions
for photovoltaic solar. Ecoppia’s cloud-based, water-free, autonomous robotic systems remove dust from
solar panels on a daily basis leveraging sophisticated technology and advanced Business Intelligence
capabilities. Remotely managed and controlled, the Ecoppia platform allows solar sites to maintain peak
performance with minimal costs and human intervention. Ecoppia’s proprietary algorithms and robotic
solutions make day-to-day O&M at solar sites safer, more efficient and more reliable. (Ecoppia 25.02)
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4.2. Morocco Invests Nearly $5.8 Billion in Renewable Energy Projects
Morocco’s Minister of Energy and Mines Rabbah has shared positive statistics on Morocco’s renewable
energy assets. During the inauguration of Nestle’s solar project in El Jadida, Rabbah said that the installed
capacity of renewable energy sources in Morocco amounts to 3,950 MW. The number represents about
37% of the total installed electric power or 20% of the country’s electricity demand. The minister said that
100 renewable energy programs are under development.

14
The Fortnightly may also be found at: http://www.atid-edi.com

Regarding operational renewable energy projects, Rabbah said that Morocco has carried out 47 renewable
projects to date. The country invested a global investment of around $5.8 billion. The total investment in
development projects is estimated at $6 billion. The official cited a set of new projects in the work, including
the program of water desalination plants integrating renewable energy production units.
Morocco seeks to boost its renewable energy plans to position itself a self-sufficient producer of electricity
in the long term. With major solar projects in different cities, the North African country aims to produce
more than 52% of its electricity from renewable resources by 2030. Morocco’s government asked all
partners and operators in Morocco to take into account its renewable projects. Several countries expressed
satisfaction with Morocco’s renewable energy projects. Morocco’s flagship solar projects include the
Ouarzazate solar plant, Ain Beni Mathar and Foum El Oued stations. (MWN 17.02)
5. ARAB STATE DEVELOPMENTS
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5.1. Lebanon’s Trade Annual Deficit Down by 55% in October 2020
By October 2020, Lebanon’s trade deficit totaled $6.09 billion, narrowing from the $13.51 billion registered
in the same period last year. Total imported goods retreated by 45.4% year-on-years (YOY) to $9.07 billion
in October 2020. Meanwhile, Lebanon’s total exports declined by 3.9% YOY to $2.98 billion during the
same period. Due to the country’s economic and financial crisis, in addition to the outbreak of the COVID19 pandemic and the instability in the region, the country’s trade balance is structurally in deficit, a trend
which will worsen in the upcoming months.
In term of value, the Mineral products grasped the highest share of total imported goods with a stake of
29.37%. Products of the chemical or allied industries ranked second, composing 14.96% of the total
imports, while Machinery, electrical instruments and Pearls, Precious stones and metals grasped the
respective shares of 8.07% and 7.83%. Lebanon imported $2.66B worth of Mineral Products, compared
to a value of $5.55B in the same period last year. The net weight of imported mineral fuels, oils and their
products decreased since last year and witnessed a yearly drop from 9,945,382 tons in October 2019 to
reach 6,410,925 tons in October 2020. In turn, the values of Products of the chemical or allied industries,
Vegetable Products and Prepared foodstuffs; beverages, tobacco recorded yearly drops of 20.59%,
19.26% and 40.98% to settle at $1.36B, $636.8M and $620.6M, respectively. It is worth noting, that the
values of Vehicles, aircraft, vessels, transport equipment recorded yearly drop of 66.64% to settle at
$350.3M. The top three import sources by October 2020 were US, Greece and Turkey grasping the
respective shares of 8.16%, 7.95% and 6.54% of the total value of imports.
Concerning exports, Lebanon’s top exported products were Pearls, precious stones and metals grasping a
share of 40.92% of the total. Moreover, prepared foodstuffs, beverages & tobacco and Machinery, electrical
instruments each grasped a share of 10.44% and 8.72%, respectively, of the total. The value of Pearls,
precious stones and metals decreased yearly by 0.79% to $1.22B by October 2020. The value of prepared
foodstuffs, beverages & tobacco observed an uptick of 2.57% to reach $311.45M while Machinery, electrical
instruments, witnessed a yearly decline of 18.18% to reach $260.2M by October 2020. Over the first 10
month of 2020, the top three export destinations were Switzerland, UAE and KSA with the respective shares
of 32.72%, 11.67% and 5.92%. The volume of imports is expected to further decline in the coming months
due to foreign currency shortages, where BDL’s governor had announced that the support of the essential
goods will not last for a long time. (CAD 18.02)
►►Arabian Gulf
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5.2. Saudi Central Bank Says Inflation is Still Fueled by VAT Hike
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On 22 February, the Saudi Central Bank said that Saudi inflation is expected to rise during the first quarter
compared to the same period the previous year due to the residual effect of an increase in value-added tax
but should be little changed on the previous quarter. Consumer prices rose an annual 5.6% in the last
three months of 2020.
The world’s largest crude exporter tripled VAT to 15% in July as it endured twin economic shocks from the
spread of the coronavirus pandemic and oil market turmoil. Officials later said the decision might be
reviewed once the crisis is over. The VAT rise was among a series of measures taken by Saudi Arabia last
year to limit the economic damage caused by the decline in crude oil prices. Inflation is expected to stabilize
on an annual basis in the second half of 2021 as the base effects of the VAT increase wear off. (Various
24.02)
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5.3. Saudi Arabia Plans to Inject $20 Billion into its Domestic Military Industry
Saudi Arabia is planning to invest $20 billion into its domestic military industry over the coming 10 years,
the Governor of the General Authority for Military Industries Ahmed bin Abdulaziz Al-Ohali announced. He
added that the funds will be divided evenly between manufacturing and the R&D projects. Riyadh's goal is
that by 2030, half of its military budget -- which in 2020 amounted to $48.5 billion -- would be spent at home.
The Kingdom plans to increase military research and development (R&D) spending from 0.2% to around
4% of armaments expenditure by 2030.
According to the Stockholm International Peace Research Institute some 73% of the Saudi arms imports in
2015-19, during its ongoing campaign against Iran-backed Houthi rebels in Yemen, came from the United
States. The UK accounted for another 13% of Saudi arms imports, the institute added. While Saudi Arabia
has been eager to shop for military hardware and munitions in the US, the Biden administration recently
suspended several arms sales to the Middle East, including a deal with Riyadh. (i24 20.02)
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5.4. Saudi Arabia’s SAMI Signs Lockheed Martin Deal to Boost Defense Sector
Saudi Arabian Military Industries (SAMI) has signed an agreement to set up a joint venture with US firm
Lockheed Martin. The deal will enhance the Kingdom’s defense and manufacturing capabilities and localize
military industries in the Kingdom. It also aims to create jobs in the Kingdom and train Saudis to
manufacture products and provide services to the Kingdom’s armed forces. SAMI will own 51% of the
venture while Lockheed Martin will own the rest.
The venture will develop capabilities in manufacturing and software technologies, systems integration, and
the production, maintenance, and repair of rotary and fixed-wing aircraft, and missile defense systems,
SAMI said. The agreement was signed at the International Defence Exhibition and Conference (IDEX) in
Abu Dhabi. (AN 21.02)
►►North Africa
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5.5. Egypt’s Sovereign Fund Looks at Franchisers as it Markets Wataniya Petrol Stations
Egypt’s sovereign wealth fund is widening its net as it looks for potential buyers of the military’s fueling
station chain Wataniya Petroleum Co. by adding franchisers to the list of candidates. The Ministry of
Defense has chosen the Sovereign Fund of Egypt to sell part of a portfolio of companies in what would be
the country’s first spin-off of companies owned by the military. Wataniya, which controls about 200 fueling
stations, and mineral water bottler Safi will be the first companies owned by the military’s National Service
Projects Organization (NSPO) off the auction block.
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The sovereign fund is helping sell 80%-90% of NSPO’s Wataniya while retaining a 10% -20% stake for
itself, its chief executive Soliman said. The buyer will probably hold the fueling stations on a long-term
leasehold basis. He hopes to complete the sale by the end of June. Abu Dhabi National Oil Company
(ADNOC), which has been expanding in the region, has been named as one of several contenders.
The NSPO delegated the sovereign fund to invest in a number of companies and assets and to bring in
other partners. The fund has earmarked three other NSPO candidates for sale but has yet to disclose their
names. The three are in food and non-food consumer goods and in petrochemicals. Wataniya is one of
two chains of fueling stations owned by the NSPO, Soliman said. The other is Chillout, which the NSPO
owns separately through its subsidiary National Company for Roads. (Various 22.02)
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5.6. Central Bank of Egypt Gives $128 Million to Support Tourism
The Central Bank of Egypt has issued $128 million in loan tranches to support the tourism sector. The first
tranche will begin with EGP 1 billion for the Credit Risk Guarantee Company. This is to ensure the balances
of the guarantees issued by the company for banks, to cover part of the associated risks and to finance
tourism companies. This move comes within the initiative to replace and renew land hotels, floating hotels
and tourist transport companies. It does not include the EGP 3 billion that was allocated from the Ministry
of Finance’s initiative.
The Egyptian Central Bank said that the decision was in light of the initiative issued in January 2020 and
its amendments, according to which an amount of EGP 50 billion was made available through banks at a
return rate of 8%. The move is part of the monitoring of the initiative’s performance and the Central Bank’s
desire to continue supporting the tourism sector in light of the coronavirus crisis and its continuing impact.
The decision stipulated that the maximum limit of the facility guaranteed by the pledge should not exceed
400 million Egyptian pounds for one client, the client and the parties associated with it.
According to the new decision by the bank’s board of directors, facilities can be granted as part of the
initiative to replace and renew accommodation hotels, floating hotels and tourist transport companies at a
value that exceeds the prescribed maximum, without benefiting from the pledge issued in favor of the Credit
Risk Guarantee Company. This is in addition to using the pledge to guarantee facilities for new customers
or increase the existing facilities. The Egyptian Central Bank said that the initiative applies to financing the
replacement and renewal of tourism facilities that already exist and not those under construction. It also
said that customers who were proven to be involved in fraudulent operations with the bank in the past
should not be allowed to benefit from the initiative. (AN 21.02)
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5.7. Morocco to Resume Discussion About Cannabis Legalization Bill on 4 March
Morocco’s Government Council will resume its discussion of the bill about the “legal use of cannabis” on 4
March. It remains to be seen whether the government will adopt the bill or postpone the adoption for a
future session. Morocco took the initiative to review the legal use of the substance just a few months after
the country voted in favor of removing cannabis from the list of the UN’s Schedule IV category of drugs that
have limited or no therapeutic use. Morocco was the only member of the UN Commission on Narcotics
Drugs (NCD) in MENA to vote in favor of the removal of cannabis from the list of toxic substances. Morocco
currently criminalizes the use of cannabis.
Different reports identify Morocco as the world’s largest producer of cannabis. The country produces over
three times more than the next highest contender, the European country Moldova, according to a 2019
report from the United Nations Office on Drugs and Crime (UNODC). (MWN 01.03)
Back to Table of Contents
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5.8. Remittances from Moroccans Abroad Reached $660 Million in January
Remittances from Moroccans residing abroad (MREs) have grown to nearly $660 million (MAD 5.9 billion)
in January 2021. According to the Moroccan Foreign Exchange Office, the fund transfers for January 2021
increased by 8.8% compared to those of January 2020, which reached $604 million (MAD 5.4 billion). Since
remittances began to be recorded, they have shown a general upwards growth. Compared to January
2016, when Morocco received $514 million (MAD 4.6 billion), remittances have increased by approximately
28.3%. Projections published by the Central Bank, remittances from MREs will increase by 6.3% in 2021
and by 2% in 2022.
According to Minister of Economy, Finance and Administrative Reform Benchaaboun, approximately 10%
of all money transfers from Moroccans abroad in 2020 were directed towards investment. Of this sum,
nearly 75% went into property and real estate. The minister also noted the government’s efforts to
encourage investment, citing the reform of the Regional Investment Centers as one of the success stories.
The reforms reduced the processing time of investment projects to no more than one month.
Considering that 17% of the Moroccan expatriates hold graduate degrees or have received higher-level
training, investment from MREs could be utilized in a much more efficient way, especially in the context of
post-COVID-19 economic recovery. In November 2020, the minister delegate in charge of Moroccans
Residing Abroad (MREs) presented a program that seeks to mobilize 10,000 Moroccan executives residing
abroad by 2030, for the benefit of the North African country. (MWN 02.03)
6. TURKISH, CYPRIOT & GREEK DEVELOPMENTS
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6.1. Turkish Trade Deficit Widens by 11% in February
Turkey’s trade deficit increased by 11% to $3.36 billion in February from a year ago, preliminary data
published by the Trade Ministry showed. The deficit widened from $3.04 billion in February last year, the
ministry said on its website on Tuesday. The gap had narrowed by 33% to $3.03 billion in January. Exports
increased by an annual 9.6% last month to $16 billion. Imports rose by 9.8% to $19.4 billion.
Turkey’s central bank has more than doubled interest rates to 17% since September to help defend the lira,
tame double-digit inflation and narrow a widening current account deficit. The trade deficit constitutes most
of Turkey’s current account shortfall. (TurkStat 02.03)
7. GENERAL NEWS AND INTEREST
*ISRAEL:
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7.1. Equatorial Guinea Plans to Move its Embassy to Jerusalem
Equatorial Guinea is the latest country that plans to move its embassy to Jerusalem, Israeli Prime Minister
Netanyahu announced. The pledge came in a conversation on 19 February with the oil-rich African nation’s
president, Teodoro Mbasogo, Netanyahu’s office said.
Netanyahu has throughout his 11 years in continuous leadership pressed for greater Israeli engagement
with Africa. Netanyahu “noted that Israel is continuing to deepen its cooperation with African countries and
said that Israel is returning to Africa and Africa is returning to Israel in a big way,” his office’s statement
said. The United States and Guatemala have moved their embassies to Jerusalem since 2018, and about
half a dozen other countries have pledged to do so as part of a diplomatic initiative launched by former US
President Trump. (JTA 21.020
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7.2. Morocco & Israel Agree on Twinning Agreement for High School Student Exchanges
After they spoke for the first time in mid-February, Morocco and Israel’s Education Ministers agreed to hold
student exchange and school twinning programs. Morocco’s Education Minister Amzazi and his Israeli
counterpart Galant said that they will establish a twinning agreement between a Moroccan and an Israeli
high school for student exchanges. This program will have students in both schools exchange videos on
their educational experiences, in addition to arts and music shows.
The two Ministers also agreed to mark the Mimouna festival, celebrated by the Morocco’s Jewish
community with the participation of Israeli and Moroccan students on 4 & 5 April. Minister Galant also
announced that starting from next year; Israeli students will be systematically learning about Moroccan
Jewish history. (Yabiladi 16.02)
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7.3. Israʾ and Miʿraj to be Marked on 11 March
On 11 March, most of the Moslem world will mark Israʾ and Miʿraj, the two parts of a Night Journey that the
prophet Muhammad took during a single night around the year 621. Within Islam it signifies both a physical
and spiritual journey. The Quran's surah al-Isra contains an outline account, while greater detail is found
in the hadith collections of the reports, teachings, deeds and sayings of Muhammad. In the accounts of the
Isra', Muhammad is said to have travelled on the back of a winged horse-like beast, called Buraq, to "the
farthest mosque". By tradition this mosque, which came to represent the physical world, was identified as
the Al-Aqsa Mosque in Jerusalem. At Masjid-e-Aqsa, Muhammad is said to have led the other prophets in
prayer. His subsequent ascent into the heavens came to be known as the Miʿraj. Muhammad's journey
and ascent is marked as one of the most celebrated dates in the Islamic calendar.
Customs around Isra and Mi'raj vary between different Islamic communities. Some people spend the
evening or night listening to or studying the story of Isra and Mi'raj in a mosque or at home. They may also
decorate their homes or communities with candles or small electric lights and share food, particularly
sweets, with each other or prepare a communal meal. People in some communities make a special effort
to include children in the celebrations and explain the story of Mohammad's journey.
*REGIONAL:
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7.4. Erdogan’s Talk of New Democratic Constitution Aimed at Cementing His Rule
Turkish President Erdogan is calling for a new “democratic” constitution to replace the existing document
that was drawn up by the country’s generals in the wake of their last hard coup in 1980. He has tasked his
own party to get to work and invited opposition parties to join in the effort to come up with a text by 2023,
the centenary of the modern republic founded by Mustafa Kemal Ataturk. 2023 is also when the next
presidential and parliamentary elections are due to be held. With his popularity sagging, Erdogan faces
the prospect of defeat for the first time since his Justice and Development Party (AKP) came to power in
2002.
As the June 2019 rerun of the municipal elections in Istanbul showed, even with the system so decisively
rigged in Erdogan’s favor, defeat can become unavertable when the opposition unites against him. As
such, Erdogan’s talk of amending the constitution — it's already been changed 19 times — is seen as
straight out of Russian President Vladimir Putin’s playbook. The purpose is to rewrite the rules yet again
in his own favor. It’s also to divert attention from swelling discontent over high prices, mounting poverty
and unemployment, and endemic corruption. Either way, it rings hollow. Repression keeps growing. Tens
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of thousands of people have been locked up on specious terror charges. Torture under detention is back
with a vengeance. In 2020, Freedom House ranked Turkey as “not free” for the fifth year running.
Erdogan’s current dilemma is partly of his own making. The executive presidential system introduced in
the latest constitutional overhaul in 2017 was supposed to make him omnipotent. Technically speaking, it
has him hanging by a thread. In order to be reelected in the first round of voting, the president needs to
win 50%+1 of the popular vote. Recent opinion polls consistently show Erdogan scoring below this. His
People’s Alliance pact with Devlet Bahceli, leader of the far-right Nationalist Movement Party (MHP), would
be unable to garner a governing majority in the 600-member Turkish parliament according to a January
survey by Metropoll, an Ankara-based polling organization.
Erdogan’s current game plan is to splinter the three-way alliance between the main opposition Republican
People’s Party (CHP), the right-wing conservative IYI (Good Party) and the pro-Kurdish Peoples’
Democratic Party (HDP), which banded together in the 2019 municipal elections. Erdogan is leading a
campaign to criminalize — and isolate — the HDP over its supposed cooperation with outlawed Kurdistan
Workers Party (PKK) militants. Hundreds of its leaders including elected officials have been locked up. The
extent of the clampdown makes it unlikely the HDP would ever consider dealing with Erdogan should he
turn to the Kurds.
Erdogan could instead resort to gerrymandering. He could also lower the minimum 10% threshold for a
party to win seats in parliament in order to salvage his MHP partners, whose ratings have dipped to 7%.
Changes to the electoral law do not require a two-thirds majority, but there is a catch. The changes do not
come into effect until a year after they are approved. This makes snap elections a less attractive option.
(Al-Monitor 18.02)
8. ISRAEL LIFE SCIENCE NEWS
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8.1. Ferring, Rebiotix & MyBiotics Developing Live Microbiome-Based Therapeutics
Switzerland's Ferring Pharmaceuticals, Minnesota based Rebiotix, a Ferring Company, and MyBiotics
Pharma announced a multi-year strategic collaboration to develop live microbiota-based bio-therapeutics
to address bacterial vaginosis, a common vaginal infection among women of reproductive age linked to
increased risk of miscarriage and complications for pregnancy and fertility. The collaboration is an
important step forward in harnessing the power of the human microbiome in this area of women’s health.
Currently bacterial vaginosis is treated with antibiotics, which can disrupt the vaginal microbiome and it’s
common for bacterial vaginosis to return following treatment. The aim of a microbiota-based treatment
would be to reduce the need for antibiotic use and provide a long-term treatment solution.
The multi-year agreement combines MyBiotics’ unique culturing, delivery and colonization technologies
aimed at restoring microbiome equilibrium with Rebiotix’s expertise in developing clinical-stage live
microbiota-based biotherapeutic products and Ferring’s therapeutic development and commercial
expertise. The new agreement builds on the existing collaboration between Ferring and MyBiotics, initiated
in 2017, which has already successfully piloted technologies intended to stabilize selected bacterial species
critical to the health of the female reproductive tract using MyBiotics' MyCrobe technology.
MyBiotics has developed breakthrough and robust culturing, fermentation and delivery technologies for
generating a highly stable and diverse bacterial community that can be efficiently delivered to different sites
across the human body for restoring microbiome equilibrium. These technologies are effective for single
microbes, complex microbial consortia and whole microbiome products, and are integrated with a
computational AI platform, which enables the design of unique microbial consortia and whole microbiome
profiles.
Ness Ziona's MyBiotics discovers and develops microbiome-based products aimed at restoring microbiome
equilibrium for the therapeutics and food markets. MyBiotics' technologies are effective for single microbes,
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complex microbial consortia and whole microbiome products, and are integrated with a computational AI
platform which enables the design of unique microbial consortia and whole microbiome profiles. (Ferring
17.02)
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8.2. SciSparc's Phase IIa Clinical Trial for Alzheimer's Using Cannabinoid-Based Treatment
SciSparc signed an agreement with the Israeli Medical Center for Alzheimer's to conduct a phase IIa clinical
trial to evaluate the safety, tolerability and efficacy of SCI-110 (formerly THX-110) in patients with
Alzheimer's disease and agitation using the Company's proprietary cannabinoid-based technology. The
study's primary objective is the safety of SCI-110 and the secondary objective is the ability of the compound
to ameliorate agitation and other behavioral disturbances in patients with Alzheimer's disease. The study
will be initiated immediately after receipt of all the required approvals from the Institutional Review Boards
(IRB) and the Israeli Ministry of Health (MoH).
The drug product, SCI-110, is a unique proprietary combination of Dronabinol (synthetic delta-9tetrahydrocannabinol (Δ⁹-THC), and Palmitoylethanolamide (PEA). The current pharmacological treatment
of agitation in Alzheimer's disease has an unsatisfactory benefit/risk ratio and often involves using off-label
drugs. Antipsychotic drugs, which are the most frequently used drugs for this purpose, are only marginally
better than placebo.
Givatayim's SciSparc is a specialty clinical-stage pharmaceutical company led by an experienced team of
senior executives and scientists. Their focus is on creating and enhancing a portfolio of technologies and
assets based on cannabinoid pharmaceuticals. With this focus, the Company is currently engaged in the
following drug development programs based on THC and/or non-psychoactive cannabidiol (CBD): SCI-110
(formerly THX-110) for the treatment of Tourette syndrome and for the treatment of obstructive sleep apnea;
SCI-160 (formerly THX-160) for the treatment of pain; and SCI-210 (formerly THX-210) for the treatment of
autism spectrum disorder and epilepsy. (SciSparc 17.02)
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8.3. Inspira & Sheba Collaborate on Breakthrough Respiration Treatment
Inspira Technologies announced that it is collaborating with the Sheba Medical Center, ranked by
Newsweek magazine as one of the top 10 hospitals in the world, to test its innovative blood oxygenation
technology. The intensive care unit (ICU) of the Department of Cardiac Surgery at Sheba Hospital will test
Inspira's Augmented Respiration Technology (ART). The technology will be used on critically ill COVID-19
patients.
ART is the world's first technology to oxygenate blood directly as a first line support. It uniquely fills a gap
in respiratory treatment where supplemental respiratory therapies such as high-pressure masks are
insufficient and the risks from mechanical ventilation—such as medically-induced comas, intubation and
lung atrophy—are unjustified.
Ra'anana's Inspira Technologies is an innovative medical technology company in the respiratory support
space. The Company has developed a breakthrough respiratory support system, the ART, which directly
oxygenates blood and immediately elevates and stabilizes patient oxygen levels. The ART system is an
alternative to highly invasive mechanical ventilation systems, preventing the need for medically induced
comas and intubation. (Inspira 17.02)
Back to Table of Contents
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8.4. Brazil Approves Insightec's MR-Guided Focused Ultrasound for Parkinson's Disease
Insightec received market approval by the Brazilian Health Regulatory Agency, ANVISA (Agência Nacional
de Vigilância Sanitária) and is partnering with Strattner to bring Focused Ultrasound to the Brazilian market.
This approval of the Exablate® 4000 (Exablate Neuro) platform, which uses MR-guided focused ultrasound
to precisely ablate tissue deep within the brain without incisions, will enable treatment for Essential Tremor
and Tremor-dominant Parkinson's Disease that has not responded to medications and Neuropathic Pain.
Insightec is working with Strattner, a leading distributor of equipment for minimally invasive and robotic
surgery, to reach leading medical centers and help advance adoption of Focused Ultrasound in the Brazilian
market.
Exablate Neuro is the first and only focused ultrasound device approved by the U.S. Food and Drug
Administration to treat medication-refractory Essential Tremor and Tremor-dominant Parkinson's Disease.
Tirat Carmel's Insightec is a global healthcare company creating the next generation of patient care by
realizing the therapeutic power of acoustic energy. The company's Exablate® Neuro platform focuses
sound waves, safely guided by MRI, to provide tremor relief to patients with Essential Tremor and Tremordominant Parkinson's Disease. Research for future applications in the neuroscience space is underway in
partnership with leading academic and medical institutions. (Insightec 16.02)
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8.5. MediWound Program for Treatment of Non-Melanoma Skin Cancer
MediWound announced the initiation of a new clinical development program to evaluate its drug product
candidate MWPC005 in patients with non-melanoma skin cancer. MediWound recently submitted a
protocol to the FDA for a phase I/II clinical study of MWPC005 for the treatment of basal cell carcinoma
(BCC) and is preparing to initiate this study in the US in Q2/21. A phase II investigator-initiated trial of
MWPC005 in non-melanoma skin cancer will be conducted in parallel at the Soroka Medical Center in
Israel. MediWound expects that data from both studies will be generated by the end of 2021.
MWPC005 is a topically applied biological drug candidate based on the same active ingredient as in the
Company’s NexoBrid and EscharEx products, a concentrate of proteolytic enzymes enriched in bromelain.
MediWound’s preclinical in-vitro research, combined with existing scientific evidence in a skin cancer
model, demonstrated bromelain’s anti-cancer activity, and together with clinical case studies suggest that
MWPC005 might have a role in treating low-risk non-melanoma skin malignancies.
Yavne's MediWound is a biopharmaceutical company that develops, manufactures and commercializes
novel, cost effective, bio-therapeutic solutions for tissue repair and regeneration. Their strategy is centered
around their validated enzymatic platform technology, focused on next-generation bio-active therapies for
burn and wound care and biological medicinal products for tissue repair. (MediWound 22.02)
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8.6. An Exclusive Agreement for Commercialization of the Autoflower Trait of Cannabis
NRGene and California's Kayagene, an innovator in Cannabis breeding, signed an agreement that grants
NRGene a world-wide, exclusive license to commercialize the Cannabis autoflower trait and DNA markers
linked to it. Utilizing NRGene’s proprietary genomic tools and Kayagene’s proprietary germplasm and
breeding knowledge the two companies recently identified the markers associated with the trait. The DNA
markers will enable breeders to develop elite autoflower varieties quicker and more efficiently than before.
NRGene will offer to license the autoflower trait and linked DNA markers to breeders and growers around
the world, while Kayagene will be responsible for delivery of the seeds and pollen harboring the trait.
NRGene estimates that following the development of DNA markers for the autoflower trait, it will now be
possible to integrate this trait into any Cannabis variety (hemp or marijuana) within 12 to 18 months.
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Ness Ziona's NRGene develops and commercializes cutting-edge AI based genomic tools that are
reshaping agriculture and livestock worldwide. Their cloud-based software solutions are designed to
analyze big data generated by next generation sequencing technologies in an affordable, scalable and
precise manner. (NRGene 22.02)
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8.7. Cannbit & Canonic Collaborate for Development of Novel Medical Cannabis Products
Cannbit and Canonic have entered into a collaboration agreement for the development of novel medical
cannabis products. Cannbit and Canonic believe that integrating their complementary cannabis expertise
and data will be a significant and unique advantage in providing a solution to this challenge.
The companies expect that a combination of Cannbit's vast clinical data with respect to the impact of
medical cannabis strains over many years, together with Canonic's recognized leading computational
biology platform and cannabis breeding capabilities, will lead the companies to successful joint
development of the target products. The development of the new products will be performed at Canonic's
R&D facility and will be based on cannabis strains that both companies will contribute to the collaboration.
According to the agreement, each company will have full commercial rights to the products arising from the
collaboration, and there will be cross royalties by each to the other company. It is the intention of the parties
that the collaboration will be performed according to a work plan to be agreed upon by the parties and which
will serve as the basis for an agreement that will cover the development program. Additional financial terms
of the collaboration were not disclosed.
Tel Aviv's Tikun Olam-Cannbit is Israel's leading medical cannabis brand, with a unique ecosystem that
adds value through the chain – from growth, cultivation and manufacturing to distribution, clinical research,
training and patient care. Tikun Olam-Cannbit has accumulated vast knowledge and expertise in the field
of medical cannabis, developing more than 42 award-winning proprietary strains, 4 licensed IPS, as well
as 36 clinical and preclinical studies conducted in collaboration with leading doctors, hospitals and
universities in Israel.
Rehovot's Canonic is developing medical cannabis products through a Computational Predictive Biology
(CPB) platform. The company's products in development are aimed at improving active compounds yield,
genetic stability and cannabis strains for specific medical indications. The company's strategy includes the
development of cannabis strains in order to commercialize medical cannabis products independently or
through collaborations. (Canonic 24.02)
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8.8. ChickP Going Commercial with Novel Protein
ChickP Protein announced full commercial production of its 90% chickpea isolate. The company is
simultaneously expanding its global activities, having kicked-off a venture in the US by sealing a joint market
development agreement with Socius Ingredients.
ChickP revved up consistent, stable production capacity to 20 metric tons per day, equating to more than
5,000 metric tons annually of its uniquely concentrated non-GMO, allergen-free chickpea protein isolate.
The ingredient is designed to provide protein-infused functionality and a nutritional boost to an array of food
and supplement applications, including dairy alternatives, baked products, and gluten-free foods. The
company also is actively seeking new opportunities in the plant-based alternatives industry, especially in
the thriving US market.
Rehovot's ChickP was founded in 2016 on the basis of a patented technology developed after 20 years of
research at the Hebrew University, Jerusalem. The company manufactures its product line and started
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commercial operations producing several types of chickpea protein isolates and chickpea starch. (ChickP
Protein 23.02)
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8.9. Biolojic & Nektar Develop Antibodies for Autoimmune Disease Treatment
Biolojic Design has entered into a research collaboration and license option agreement with San
Francisco's Nektar Therapeutics to discover and develop agonistic antibodies that activate a novel and
previously un-drugged target for the treatment of autoimmune disease. Financial terms of the transaction
were not disclosed.
Biolojic's AI-based platform designs mono- and multi-specific human antibodies that target pre-determined
epitopes with exquisite precision and executes functions previously not able to be carried out with
antibodies. The research collaboration with Biolojic allows Nektar to leverage their unique computational
capabilities and assets in order to investigate a new target in the potential treatment of auto-immune
disease.
Rehovot's Biolojic Design is committed to curing patients by designing and developing a pipeline of
revolutionary therapeutics. Powered by AI, Biolojic's technology designs single and multi-specific
antibodies precisely targeting predefined epitopes to execute novel biological programs. Focusing on
diseases that involve the immune system, Biolojic develops a pipeline of antibodies that are designed to
unlock the full potential of well-studied pathways. (Biolojic Design 25.02)
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8.10.

Stero Biotechs Support CBD-Based Treatment for COVID-19 Severe Patients

Stero Biotechs reported initial results in the clinical trial it supports. The clinical trial, covered by Stero's IP
for CBD Treatment of Severe and Critical COVID-19 Pulmonary Infection, is conducted at Rabin Medical
Center, the leading hospital of Clalit HMO, in the global efforts of fighting the COVID-19 virus.
In recent years, a number of clinical studies have been conducted at Beilinson Hospital, such as
"Cannabidiol for the Prevention of Graft-versus-Host-Disease after Allogeneic Hematopoietic Cell
Transplantation: Results of a Phase II Study" that have demonstrated the moderating effect of one of the
components of the cannabis plant, called Cannabidiol, on immune system cells. A series of studies at the
Davidoff Center, showed that CBD significantly reduces inflammatory morbidity called graft-versus-host
disease, in patients who have undergone bone marrow transplantation, a syndrome caused by donor
immune cells attacking the transplanted patients' organs.
The ongoing clinical trial commenced early on 2021 after receiving Helsinki Committee approval and has
currently recruited 11 patients out of the planned amount of up to for 20 patient. The study aims to benefit
Covid-19 patients with severe acute respiratory distress syndrome (ARDS). The treatment cycle is for 1428 days with a subsequent follow up period of the same length.
Bnei Brak's STERO Biotechs, founded in 2017, is a clinical-stage company committed to the research and
development of novel Cannabidiol (CBD) based treatment solutions that will potentially benefit millions by:
1) Enhancing the therapeutic effect of steroid treatments .2) Lowering the dosage needed in steroid
treatments, thus lowering the treatment's horrific side effects. 3) Allowing refractory patients to begin
responding to the steroid treatments needed. Stero has 2 ongoing phase 2a clinical trials in Crohn's
Disease & in Urticaria (Hives) in Israeli hospitals and is planning to commence more clinical trials in 20202021 on various indications. (Stero Biotechs 25.02)
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8.11.

Medisafe Secures $30 Million to Build Future Model of Patient Support

Medisafe has raised $30 million in Series C funding with investments led by Sanofi Ventures and ALIVE
Israel HealthTech Fund, joined by Leumi Partners, Menorah Mivtachim and Consensus Business Group,
previous investors Pitango HealthTech, 7wireVentures, M Ventures, Octopus Ventures, lool Ventures,
Triventures, Ourcrowd and Qualcomm Ventures. With this new investment Medisafe will further expand its
end-to-end solutions supporting patients managing medications and accelerate revenues growth.
Over the past eight years, Medisafe has amassed a database of over four billion dosage behaviors
informing JITI to maximize engagement and driving outcomes. In 2020, Medisafe expanded its platform
first launching Medisafe Care Connector which links the all-critical human element into patient support
programs digitally connecting patients with clinicians. Last September, Medisafe introduced Maestro, a
proprietary no-code technology to build, deploy and optimize personalized journeys. Medisafe Maestro
provides a scalable solution to activate patient journeys, orchestrate patient support interventions and
increase overall speed to market.
Haifa's Medisafe is the leading evidence-based digital therapeutics company providing medication
management solutions across the healthcare continuum. Medisafe supports patient journeys with AI driven
technology that dynamically engages patients during the course of their treatment based on each patient’s
regimen, condition and specific circumstance. Medisafe fosters collaboration among patients, their loved
ones and healthcare professionals, and partners with the healthcare ecosystem, from pharma companies
to payers and providers, to improve outcomes. (Medisafe 25.02)
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8.12.

Memic Receives FDA Authorization for Humanoid-shaped Robotic Arms Surgical System

Memic announced that the U.S. FDA has granted De Novo marketing authorization of its Hominis® robotassisted surgical platform for use in single site, natural orifice laparoscopic-assisted transvaginal benign
surgical procedures including benign hysterectomy. The De Novo authorization is supported by clinical
data from procedures using the Hominis system on a variety of patients in Belgium and Israel.
The Hominis (Latin for humanoid) system is the first and only FDA-authorized surgical robotic platform that
features miniature humanoid-shaped robotic arms that provide human level dexterity, multi-planar flexibility
and 360 degrees of articulation. The biomimetic instruments are designed to replicate the motions and
capabilities of a surgeon's arms, with shoulder, elbow and wrist joints. Multiple instruments can be
introduced to the body through a single portal and the 360-degree articulation offers obstacle avoidance as
well as optimal access and working angles. In addition to these features, the system will be sold at a
significantly lower price compared to other marketed robotic surgery systems, potentially allowing more
medical facilities including hospitals and ambulatory surgical centers to access and adopt surgical robotics.
The company plans to pursue general surgery and transluminal indications for the Hominis platform and is
developing artificial intelligence (AI)-enabled features to support all its surgical indications.
Tel Aviv's Memic has a wholly owned subsidiary in Fort Lauderdale, Florida, established for global customer
services, professional education and sales, marketing and clinical research. Memic's leadership team has
more than 70 years of combined experience in the surgical robotic arena. (Memic 01.03)
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8.13.

CropX Partners with rieggo to Provide Smart Farming Services in Mexico

CropX and rieggo, Grupo Rotoplas' new company dedicated to providing smart water services to farming
operations in Mexico, announce their partnership to help Mexican agribusinesses reduce water
consumption and improve crop yields.
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rieggo held pilot tests in Mexico of the sensors and technological solutions offered by CropX, with the
objective of demonstrating reductions in water use and manual labor, yield improvement, ease of use and
enhanced overall insights. Upon successful conclusion of the pilot tests, rieggo decided to integrate
CropX's technologies as part of its commercial offering and become an official reseller of CropX in Mexico.
Netanya's CropX is an AgAnalytics whose vision is to revolutionize & automate the farm and the decisionmaking process by combining above-ground data sets with real-time soil data measured by proprietary inhouse-developed soil sensors that transmit the data to a cloud-based platform, and analyzed by AI-based
algorithms, to provide insights & automations via the CropX app. (CropX 01.03)
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8.14.

Relivion Brain Technology Cleared by FDA for the Treatment of Migraine

Neurolief has received FDA clearance for its Relivion system. Relivion is the first non-invasive multichannel brain neuromodulation system for at home treatment of acute migraine, a debilitating neurological
disease impacting 39 million people and resulting in 1.2 million emergency department visits annually.
Relivion, which is worn as a headset, offers precise, personalized care to patients by delivering unparalleled
stimulation to six branches of the occipital and trigeminal nerves via three adaptive output channels. This
allows for the release of neurotransmitters in the brainstem and modulation of brain networks associated
with control of pain.
Relivion previously received CE Mark certification, which indicates it conforms to health, safety, and
environmental protection standards for products sold in Europe, as a treatment device for migraine, and is
in preparation for the market launch. Last year, Relivion DP for the treatment of major depressive disorder
received Breakthrough Device designation from the FDA. Neurolief plans to file the application for major
depressive disorder by 2022. Other neurological and neuropsychiatric indications, including ADHD and
insomnia, are also being explored.
Dedicated to bringing relief to patients suffering from chronic neurological and neuropsychiatric disorders,
Netanya's Neurolief is creating a digital therapeutics platform of wearable clinically proven neuromodulation
solutions. This technology, which is made to be worn like a headset, is intended to offer safe, highly
effective treatment options that work with current pharmaceutical therapies or may provide an alternative
to these therapies. It is designed to concurrently neuromodulate major neural pathways in the head,
thereby affecting brain regions that are involved in the control and modulation of pain and mood. Neurolief’s
technology is currently being utilized for patients with migraine and being studied for patients with major
depression. (Neurolief 02.03)
9. ISRAEL PRODUCT & TECHNOLOGY NEWS
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9.1. Sapiens Partners with VPay to Extend Digital Payment for Workers' Comp
Sapiens International Corporation announced a partnership that will extend VPay's digital payment services
to workers' compensation insurers. Insurers will also have access to Sapiens GO for Workers'
Compensation, a comprehensive suite for administering workers' compensation policies and claims. The
joint offering will provide insurers a complete digital payment platform that will streamline operational costs,
improve customer interactions, and meet the demand for fast, safe and reliable B2B and B2C claims
payment processing.
The partnership comes amid a paradigm shift in the insurance industry, with the rise of insurtechs and
advances in artificial intelligence and Big Data making digital transformation a competitive imperative for
insurers. As payers vie to meet customer expectations for claims payments at the "speed of light,"
integrating digital payments has helped insurers meet the need for speed, which has only intensified amid
the COVID-19 pandemic.
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Holon's Sapiens International Corporation empowers insurers to succeed in an evolving industry. The
company offers digital software platforms, solutions and services for the property & casualty, life, pension
& annuity, reinsurance, financial & compliance, workers' compensation and financial markets. With more
than 35 years of experience delivering to over 550 organizations globally, Sapiens has a proven ability to
satisfy customers' core, data and digital requirements. (Sapiens 17.02)
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9.2. Saguna New Product Generation 'vEdge+' Ready for 5G Networks
Saguna Networks has already made a name for itself as an innovative leader of multi-access edge
computing (MEC) for 4G and 5G mobile networks. The company remarkable reputation was further
cemented with the announcement of the 'vEdge+' release, an advanced version of Saguna's industry
awarded technology. It is the first of its kind to offer a UPF and MEC integrated data forwarding plane to
meet the Ultra Reliable Low Latency Communication (URLLC) requirements of 5G networks.
This innovation from Saguna creates a single tightly integrated software image that includes all the required
data forwarding elements. From termination of dataflows arriving from the RAN all the way to direct
forwarding to any hosted MEC application, whether it be a virtual machine or a Kubernetes container.
Saguna's new offering not only achieves ample speed, just a few microseconds over all internal latency on
the forwarding plane, but its tight integration allows for minimal resource consumption. This elevates the
already exceptionally efficient technology to unheard of levels of efficiency without sacrificing any of the
existing features or the product flexibility, reliability and scalability.
Yokneam's Saguna, the Edge Cloud Computing pioneer, helps communication companies monetize,
optimize & accelerate their networks. The any access Edge-Cloud solutions transform networks into
powerful cloud computing infrastructures for game changing applications including augmented and virtual
reality, gaming, IoT, edge analytics, 8K video, connected cars, autonomous drones and more. (Saguna
16.02)
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9.3. IAI Introduces a New Electro-Optical Surveillance System - MegaPOP
IAI is expanding its family of electro-optical/IR payloads with the introduction of MegaPOP. The advanced
electro-optical payload, which was developed by TAMAM, IAI’s electro-optical and navigation system
house. The new payload is designed for land applications such as marine or land border control,
surveillance of sensitive facilities, or any other operational mission that requires especially lengthy
surveillance performance, as well as high-definition vision capabilities with a system that uses several
sensors, simultaneously.
MegaPOP simultaneously tapes a video on a thermal/ HD channel with night vision, a color daylight HD
channel and an innovative HD SWIR technology channel. The continuous zoom capability provides the
end-user with high-quality output even under highly challenging visual conditions. The system features an
exceptionally long range of surveillance augmented by multispectral capabilities. It offers an extraordinary
range of sensors that can be used together and a range of laser capabilities. Additional system features
include digital tracking, specialized image processing, and additional methods of data processing and
automating surveillance capabilities. A built-in gyro stabilizing system ensures stable imaging under all
environmental conditions. MegaPOP has magnetic-independent, highly-accurate northing capability to
assist in managing target datum points. Advanced digital interfaces allow simplified control even from
remote control posts and operational work that involves additional sensors, including ELINT, COMINT, and
more.
Israel Aerospace Industries (IAI) is Israel's major aerospace and aviation manufacturer, producing aerial
and astronautic systems for both military and civilian usage. IAI is completely state-owned by the
government of Israel. (IAI 17.02)
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9.4. Stor.ai Personalization Capabilities Push New Boundaries to Support Grocers
Stor.ai announced the launch of its Smart Basket, in addition to other personalization tools to meet the
shifting industry. Harnessing AI to support personalization efforts, the Smart Basket will make online
grocery shopping more experiential, seamless and simple.
Stor.ai's AI-powered Smart Basket is a robust tool that guides the purchase journey and is tailored to
individual customers. Customers will benefit from intuitive experiences including product promotions, option
to repurchase a "one-click" basket, reminders based on previous purchase history and recommendations
for alternative or complimentary products. Grocers can also simulate in-store comforts and personal
touches, boost their own private label products, all while providing an efficient and seamless shopping
experience. The launch of the Smart Basket is one of many products in Stor.ai's suite of tools designed to
provide personalized efficiency for online grocery. Others include personalized home pages, search
engines and personalized recommendations for simple product discovery.
Founded in 2014, Ramat Gan's Stor.ai is the leading digital transformation platform for supermarkets,
specialty food retailers and consumer packaged goods brands. Stor.ai's advanced technology suite allows
retailers to integrate point of sale and retail catalogues into a mobile-first, custom-branded eCommerce
experience within hours. Serving as a change agent for the industry, the Stor.ai eCommerce platform gives
grocers the tools to build and manage their own catalogue of inventory and leverage advanced fulfilment
methods, including the flagship Picker-App which methodically maps and implements grocers' in-store
manual picking for efficient grocery fulfillment. (Stor.ai 17.02)
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9.5. Tel Aviv University Launches its First Nanosatellite into Orbit
Israeli scientists from Tel Aviv University announced on 20 February that they successfully launched a
state-of-the-art nanosatellite into orbit. This marks the first time such a device has been completely
designed, developed, assembled and tested at an Israeli university before being deployed into outer space.
Weighing in at just over 2.5 kg, the TAU-SAT1 nanosatellite was officially launched from a NASA facility
located in Virginia. Designed to orbit the earth at around 400 kilometers above sea level, TAU-SAT1 will
conduct several experiments while monitoring cosmic radiation levels around the earth.
TAU explained that space is a hostile environment, not only for humans but also for electronic systems.
When these particles hit astronauts or electronic equipment in space, they can cause significant damage.
The scientific information to be collected by the TAU satellite will enable the design of protective means for
astronauts and space systems. (i24 21.02)
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9.6. TCM Leapfrogs E-commerce Aggregator Gold Rush with Super Brain AI Technology
Technology Commerce Management (TCM) revealed it is harnessing the e-commerce aggregator
industry’s most powerful artificial intelligence (AI) and machine learning (ML) technology to achieve
unmatched predictive value analysis and financial performance of online stores. Using its proprietary Super
Brain™ technology, TCM identifies, acquires and optimizes e-commerce businesses, offering the highest
empirical probability of maximizing wealth creation and ROI for all stakeholders.
Other e-commerce aggregators rely on online-store sellers pitching them for possible acquisition and value
the companies based on “old world” market profit multiples. In contrast, TCM leapfrogs its competitors with
a first-mover advantage that allows the company to generate in-depth niche-by-niche predictive valuations
and scoop up the market’s gems before others can even start a conversation. TCM achieves this with its
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proprietary AI models that use big data, ML and Deep Learning (DL) to quickly evaluate trends and
opportunities for e-commerce businesses and products, offering the highest certainty of exceptional future
performance and profits.
Founded in 2016, Herzliya Pituah's Technology Commerce Management (TCM) delivers the e-commerce
aggregator industry’s first predictive, AI-driven e-commerce performance optimization.
Using a
combination of big data, artificial intelligence (AI) and machine learning (ML), TCM identifies, acquires and
optimizes e-commerce businesses with the highest empirical probability of maximizing wealth creation and
ROI for all stakeholders. TCM now operates e-commerce businesses on Amazon, Shopify, eBay, Magento,
Kogen, Catch, Walmart, Wayfair, WooCommerce and more. (TCM 24.02)
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9.7. Water Ways Signs Its First Irrigation Project in Canada
Water Ways Technologies announced its Canadian subsidiary, Heartnut Grove WWT, based in Mt.
Brydges, Ontario, signed its first contract to design and construct a complete irrigation project. The project
will be delivered to a field of 520 acres growing Roma tomatoes, Bell peppers & cucumbers in Bayham,
Ontario. The project, with an expected revenue of C$350,000, will use the latest Israeli-based irrigation
technology and is designed by Water Ways' engineers. HGWWT expects to deliver and install the project
in the second quarter of 2021.
Water Ways Technologies is a global provider of Israeli-based agriculture technology, providing water
irrigation solutions to agricultural producers. Water Ways Technologies competes in the global irrigation
water systems market with a focus on developing solutions with commercial applications in the micro and
precision irrigation segments of the overall market. At present, Water Ways Technologies' main revenue
streams are derived from the following business units: (i) Projects Business Unit; and (ii) Component and
Equipment Sales Unit. ((Water Ways Technologies 24.02)
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9.8. Vdoo Launches Integration with the Yocto Project
Vdoo announced its integration partnership with the Yocto Project (YP), an open-source collaboration
project which enables developers to create custom Linux-based systems for an expanding array of uses,
including embedded, IoT, connected edge, servers, and virtual environments. YP ecosystem members
and participants include Intel, ARM, Wind River, Xilinx, Facebook, Comcast, Cisco, Microsoft, Texas
Instruments, Dell, LG Electronics and more.
Vdoo provides the Yocto Project vulnerability analysis for Poky builds produced by the community. The
comprehensive analysis increases the depth and breadth of security coverage through the unique
identification and qualification of known and unknown security weaknesses. As an automated process,
Vdoo's analysis can be incorporated at any stage in the release cycle, expanding the capabilities and reach
of the security domain expertise active in the project. Many real-world device images built using Yocto
Project are actually very similar, meaning a single vulnerability in the base image can expose thousands of
systems, and attackers can more easily scale their attacks.
Tel Aviv's Vdoo delivers the industry’s leading automated product security platform for device
manufacturers and deployers. Vdoo’s platform performs a complete security assessment in minutes,
providing a comprehensive report identifying zero-day vulnerabilities, CVEs, configuration and hardening
issues, standard non-compliance, and other security exposures with suggested prioritization and
remediation mechanisms. (Vdoo 24.02)
Back to Table of Contents
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9.9. DeepCube Product Suite Accelerates Enterprise Adoption of Deep Learning
DeepCube announced the launch of a new suite of products and services to help drive enterprise adoption
of deep learning, at scale, on intelligent edge devices and in data centers. The offerings build on
DeepCube’s patented platform, which is the industry’s first software-based deep learning accelerator that
drastically improves performance on any existing hardware. Now, DeepCube will offer solutions for neural
network training and inference, allowing users to leverage DeepCube’s technology to address challenges
in their deep learning pipeline. Additionally, a new service offering will make available DeepCube’s team
of leading AI experts to support deep learning projects.
Tel Aviv's DeepCube is an award-winning deep learning pioneer that provides the industry’s first softwarebased deep learning acceleration platform that drastically improves performance on existing hardware.
Modeled after the way the human brain develops during childhood, DeepCube’s patented technology is the
first to be purpose-built for deployment of deep learning models in data centers and on intelligent edge
devices. Its proprietary framework can be deployed on top of any existing hardware, resulting in drastic
speed improvement and memory reduction. (DeepCube 24.02)
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9.10.

infiniDome Successfully Completes “GPS Jammed” Scenario Flight Ops

infiniDome announced the successful completion of UAS flight trials conducted under GNSS jamming
scenarios. The test flight was part of the NA’AMA initiative, a project to push the boundaries of BVLOS
(Beyond Visual Line of Sight) operation and accelerate the adoption of UAS in urban environments. This
project was made possible by the Israeli Ministry of Transportation, Israel Innovation Authority and Civil
Aviation Authority (CAAI). During the rigorous testing, infiniDome increased GNSS resiliency by 400% in
the hostile jamming environment. The drone’s GPS receiver overcame GPS jamming scenarios using
infiniDome’s GPSdome protection which locked on and maintained the GNSS signals throughout the
jamming tests.
GPSdome has the best cost, size, weight and power ratio for anti-jamming protection of UAS airframes
where extended range, critical missions and resilient navigation are required in tactical environments.
infiniDome’s GPSdome anti-jamming solution is a small, affordable add-on module that protects any
GNSS/GPS receiver. Using two, off-the-shelf antennas and interfacing to the GNSS receiver at the RF
level, their patented system makes any drone wielding it highly differentiated from all other drones primarily
for BVLOS and mission critical operations such as surveillance, autonomous deliveries and border patrol.
Caesarea's infiniDome, the GPS Security Company, provides front-end cyber solutions protecting wireless
communications from jamming attacks. infiniDome’s GPS protection solutions are tailored for defending the
GPS systems which are at the heart of drones and other unmanned systems, vehicle fleets and critical
networks as well as defense applications. (infiniDome 21.02)
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9.11.

Cybellum's Cyber Digital Twins Protects Vehicles from Cyber Threats

Cybellum launched the very first automotive Cyber Digital Twins platform to combat the rising cyber risk to
connected vehicles. The state of the art risk assessment platform allows manufacturers to map and trace
hundreds of thousands of potential cyber vulnerabilities in the software that runs a vehicle, and present the
software 'fix', to maintain security throughout its lifecycle. This latest development in the automotive security
industry comes alongside a sharp rise in the potential threat landscape associated with connected vehicles.
Indeed, industry predictions suggest that over 620 million connected cars will be on the roads within three
years, each collecting as much as 25GB of personal data every hour.
As such, the introduction of Cybellum's best-in-class risk assessment platform comes at a time when the
wider industry is tightening regulations for manufacturers to ensure the ongoing safety and security of

30
The Fortnightly may also be found at: http://www.atid-edi.com

vehicles. In the coming months, new stringent standards, designed to drive cyber responsibility throughout
the automotive supply chain, are being introduced to address growing concerns about vehicle protection.
Until now, automotive manufacturers have had very limited visibility into the software that operates within
their vehicles. Now, Cybellum's Cyber Digital Twins platform enables them to 'look under the hood', pinpoint cyber vulnerabilities, and mitigate the risk across every step of the supply chain.
Tel Aviv's Cybellum empowers automotive OEMs and suppliers to identify and remediate security risks at
scale, throughout the entire vehicle life cycle. Their agentless solution scans embedded software
components without needing access to their source code, exposing all cyber vulnerabilities. Manufacturers
can then take immediate actions to eliminate any cyber risk in the development and production process,
before any harm is done, while continuously monitoring for emerging threats impacting vehicles on the
road. (Cybellum 24.02)
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9.12.

env0 Introduces First Remote Run SaaS Solution to Automate Terragrunt Workloads

env0 announced the first remote run SaaS solution for the automation of Terragrunt workloads across
multiple Terraform modules. The integration of Terragrunt and env0 optimizes IaC deployments to ensure
greater efficiency, control, visibility and governance. With env0's automated, collaborative remote-run
workflow management platform for Terragrunt, the company addresses the need for provisioning and
compliance of changing cloud resources. Now, DevOps engineers avoid points of failure with out-of-thebox control and governance tools and improve operations with the product's remote state and operations
backend. Built for scale, env0 enables users and teams to streamline workflow in the deployment of
infrastructure as code.
With env0, visibility into infrastructure changes is provided with detailed plans directly on the pull requests
in GitHub and other SCM. Policy-as-a-code guardrails can be set up based on the Open Policy Agent (OPA)
framework and RBAC models built upon rich context like users and teams, Git Repos, cloud accounts and
environments -- quickly and easily.
Givatayim's env0 automates and simplifies the governance of cloud deployments for Terraform, Terragrunt
and IaC frameworks, offering a collaborative remote-run workflow management. Their solution addresses
the need for provisioning and compliance of changing cloud resources. env0 enables users and teams to
jointly share configuration templates using remote state file storage to prevent drifts and accelerate code
deployment. env0 fully integrates with CI/CD pipelines and VCS tools and delivers full CLI support to
ensure a smooth, flawless process. (env0 23.02)
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9.13.

Granulate's Open-Source Continuous Profiler Identifies Inefficiencies in Production Code

Granulate released its open-source platform, the G-Profiler, a production profiling solution that measures
the performance of code in production applications to facilitate compute optimization. Granulate's G-Profiler
empowers R&D and DevOps teams to maximize their applications' performance, improve the quality of
their code and reduce cloud costs - all with simple installation and no code changes.
The non-continuous nature of traditional profiling creates substantial visibility gaps, resulting in unidentified
bottlenecks and inefficiencies, making it unsuitable for such environments. Granulate's G-Profiler
overcomes these challenges by aggregating profiling data across multiple nodes and multiple application
languages over any time frame, with no code changes or performance penalties. These new capabilities
will enable development teams to identify and optimize performance bottlenecks more efficiently, in any
environment. The G-Profiler is based on internal tools created by Granulate's R&D teams as part of the
company's real-time continuous optimization solution. Granulate has decided to open-source the product
to support the community and accelerate industry awareness of computing inefficiencies that may otherwise
go undetected.
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Tel Aviv's Granulate is a real-time, autonomous computing optimization company that delivers reduced
compute costs, faster response time, and better throughput, without any code changes required.
Granulate's patent-pending next-generation solution provides AI-driven, infrastructure and workload
optimization for robust compute performance and cost improvements in any computing environment,
empowering businesses of any size from any industry by bolstering their computing power while slashing
computing costs. (Granulate 25.02)
10. ISRAEL ECONOMIC STATISTICS
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10.1.

Israel's Composite State of the Economy Index for January Declined by 0.16%

The Bank of Israel's Composite State of the Economy Index for January declined by 0.16%, influenced by
the third lockdown, which began toward the end of December. Since most data for building the Index are
obtained with a lag, the Index for January only partly reflects the change in economic activity resulting from
the increased morbidity and the third lockdown.
The Composite Index for January was negatively affected by declines in the revenue index (December),
and the import of consumer goods, and goods exports indices (January). In contrast, the Industrial
Production index (December), import of production inputs (excluding fuels) (January), services exports
(November), employee posts (November), and job vacancy rate (January) increased, which had a positive
impact on the Index. Revisions to the Index for previous months show that economic activity in October
was significantly impacted by the second lockdown.
In view of the uniqueness of the crisis and the resulting measurement difficulties, the intensity of the
changes in the Index should not be used as an indicator of the precise intensity of changes in economic
activity, and particularly not regarding the relative intensity between various months. )BoI 23.02(
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10.2.

Young Israelis Living With Parents Up Sharply, Even Before COVID

The Central Bureau of Statistics announced that of the 1.96 million young adults aged 18-34 living in Israel
in 2018, exactly half, were living without a partner or children with their parents. Some 42% lived with their
families and 7% lived alone or shared an apartment.
The number of young people living with their parents was growing in 2018, both in the Jewish and Arab
sectors, and that number has likely grown more since the COVID-19 crisis has left so many young people
unemployed. Young people serving in army are considered to be living with their parents, even though in
practice they may spend most of their time living on military bases.
The Central Bureau of Statistics found that 56% of the young people aged 18-34 living at home were men
and only 44% women. As the age rises the percentage of young people living with their parents falls.
Young Israeli Arabs were 1.6 times more likely to be living at home than young Israeli Jews.
In 2000, 35.5% of young Israeli Jews aged 25-29 lived with their parents while in 2018 that figure had risen
to 40.3%. In 2000 17.6% of young Israeli Jewish women aged 25-29 lived with their parents while in 2018
that figure had risen to 26.9%. The rise was even sharper in Israeli Arab society, where 50.2% of Arab
men aged 25-29 lived with their parents in 2000, rising to 66.4% in 2018. 23.9% of Israeli Arab women aged
25-29 lived with their parents in 2000, rising to 33% in 2018. The survey found that the more religious the
family, the more likely that young people are living at home with their parents. (CBS 24.02)
Back to Table of Contents
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10.3.

Record 63.5% of Haredim Join Israel's Workforce in 2020

Israel saw a 1% increase in both male and female Haredi (ultra-Orthodox) employment in 2020, following
a 3% increase between 2016 and 2020, according to Labor and Welfare Ministry data. According to the
data, Haredi employees made up just 60.2% of the workforce. While this decreased to 59.7% in 2017, the
rate later increased again to a record 63.5% in 2020. Haredi employment rates usually differentiate
between men and women as the latter are more likely to work. Only a moderate increase has been seen
in employment levels among Haredi men.
The female Haredi employment rate has been constantly rising, reaching a high of 76% in 2017. Among
men, the employment rate reached a record 50% in 2016. (IHY 26.02)
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10.4.

Israeli Startups Raised Over $1.1 Billion in February

Israeli startups raised over $1.1 billion in February 2021, as reported by Globes. The figure may be more
as some companies prefer to remain in stealth and sometimes do not publicize the investments they have
received.
According to Start-Up Nation Central (SNC), Israeli tech companies raised a monthly record of $1.44 billion
in January. So after raising a record $10 billion in 2020, Israeli tech startups have already raised $2.5 billion
in the first two months of 2021. Israeli tech companies raised more than $10 billion in 2020, according to
IVC-ZAG, up from $8.3 billion raised in 2019, and $6.4 billion in 2018. In many instances, financing rounds
by tech companies that facilitate remote working and healthcare and cybersecurity, have been boosted
rather than hampered by the Covid-19 pandemic.
In February three companies, all of them cybersecurity startups, completed triple digit financing rounds:
Armis raised $125 million, CYE raised $120 million, and Axonis raised $100 million. Other big financing
rounds included fintech companies Earnix and Personetics, which each raised $75 million, while storage
processor company Pliops raised $65 million, cybersecurity company PerimeterX raised $57 million, B2B
customer database company Leadspace raised $46 million Leadspace and B2B contact data company
Lusha raised $40 million. (Globes 01.03)
11. IN DEPTH
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11.1.

ISRAEL: Israel Secures Egyptian Gas Export Route

Simon Henderson noted in TWI's Policy Alert on 23 February that a rare visit by an Egyptian cabinet official
marks a significant upgrade in bilateral energy ties, though questions remain about Palestinian, Arabian
Gulf and environmental issues.
Egyptian Energy Minister Tarek al-Molla’s 21 February trip to Israel was the first by a senior Egyptian official
since 2016 and the first ever by an energy minister. Over the previous fifteen years, Cairo had only officially
sent it's foreign and intelligence ministers for such visits. In addition to discussions with his Israeli
counterpart Yuval Steinitz, Molla met with Prime Minister Binyamin Netanyahu and Foreign Minister Gabi
Ashkenazi. But the moment that arguably captured the trip’s real importance was Molla’s brief side visit to
the Chevron-operated natural gas platform six miles off Israel’s northern coast, where supplies from the
giant Leviathan field are processed before being pumped ashore.
Some Israeli gas already flows to Egypt via a pipeline across the Sinai Peninsula, but that line is vulnerable
to being blown up by terrorists. A new pipe was announced during Molla’s visit, but its exact route is yet to
be decided. Schematically, it is depicted as heading directly across the Mediterranean seabed, but that
would be hugely expensive given the depth of those waters. A more likely route would begin with an
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expanded gas trunk system running north-south on Israel’s coast, both onshore and offshore, and then
extend into a new, comparatively cheap line in the shallower waters off the Sinai coast. The destination of
this flow from Leviathan will be one or both of Egypt’s liquefied natural gas plants on the Nile Delta. Once
converted into LNG, the gas can be loaded onto tankers and exported to anywhere in the world.
Molla was careful to give the appearance of balancing his agreement with Israel by also visiting Judea &
Samaria, where he signed a memorandum of understanding with Palestinian officials to help develop their
offshore Gaza Marine gas field and a planned power station in Jenin. The long-discussed offshore initiative
has been hampered by the projected cost of $1 billion and the fact that Gaza is controlled by the U.S.designated terrorist group Hamas rather than the Palestinian Authority. Although Hamas need not be
involved in the field’s actual development, any such work would require the group’s acquiescence, which is
unlikely given its longstanding rift with the PA. So the new memorandum appears to lack real substance.
In the nearer future, Gaza’s electricity supply will likely be improved by a new but so-far provisional deal for
Qatar to buy Leviathan gas and pipe it to the Strip’s lone power station, which currently uses fuel oil. Qatar
and the European Union have been financing many projects for Gazans in recent years, and they are now
pledging to pay for the pipeline connection from the Israeli network (Doha has promised $85 million, the EU
$5 million). Mohammad al-Emadi, the Qatari envoy to Gaza, expects the first Israeli gas could flow in 2024.
For now, Israel and Egypt already supply electricity to the area.
These developments may prompt environmental and diplomatic opposition. Despite natural gas drastically
reducing Israel’s dependence on comparatively dirty coal, new projects still tend to generate domestic
controversy, particularly now when a giant oil slick has contaminated the entire Mediterranean coastline.
The spill apparently leaked from a tanker far offshore sometime last week, but the government has banned
any reporting that might identify the culprit. In regional diplomatic terms, Cairo is sensitive to the prospect
of the UAE exporting oil products to Europe via Israel’s pipeline from Eilat to Ashdod, which would diminish
Egypt’s earnings from the Suez Canal, Sumed Pipeline, or both. The UAE is likewise wary of potential
deals involving Qatar given their ongoing regional rivalry.
In any case, Israel is now setting national records for gas production and exports. Even with the possibility
of setbacks and the continued challenge of COVID-19, it has spare capacity and is well placed to take
advantage of the global economic recovery.
Simon Henderson is the Baker Fellow and director of the Bernstein Program on Gulf and Energy Policy at
The Washington Institute. (TWI 23.02)
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11.2.

IRAQ: Iraq Ratings Affirmed At 'B-/B'; Outlook Stable

On 19 February, S&P Global Ratings affirmed its 'B-' long-term and 'B' short-term foreign and local currency
sovereign credit ratings on Iraq. The outlook is stable.
Outlook
The stable outlook reflects our view that Iraq's foreign exchange reserves will continue to comfortably
exceed external debt-servicing obligations over the next 12 months. It also assumes that Iraq will meet its
domestic financing needs largely through indirect borrowing from the Central Bank of Iraq (CBI), increasing
the money supply.
Downside Scenario
We could lower the ratings if significant pressure on Iraq's foreign currency reserves and exchange-rate
regime resulted in a sharp drop in reserve coverage of external debt-servicing requirements. This could
occur, for instance, due to increased central bank intervention in the foreign exchange market, possibly
triggered by a further dollarization of household deposits, or the inflationary effects of CBI monetization of
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an elevated budgetary deficit. Furthermore, Iraq's domestic political landscape and external security
backdrop remain unpredictable. We could also consider a downgrade if we perceived that weaknesses in
the sovereign's institutional framework had reduced the government's ability or willingness to service debt.
Upside Scenario
We could upgrade Iraq in the medium term if higher-than-expected growth, for instance from reinvigorated
reconstruction efforts, boosted the country's economic growth and GDP per capita. Improvements to the
government's fiscal position, including increasing revenue diversification and containing the public sector
wage bill, would also support a higher rating. Moreover, institutional reforms could also improve our opinion
on the government's debt-servicing capacity.
Rationale
The affirmation reflects our view that Iraq's external debt-servicing needs remain modest relative to its
foreign exchange reserves. We estimate the country's gross international reserves at $55 billion at endDecember 2020, down from $65 billion at end-June 2020. Against this backdrop, Iraq has a $1 billion
Eurobond coming due in January 2022 and another in March 2023. It also has a $2.6 billion amortizing
loan of repackaged Saddam-era debt, payments for which began in July 2020. Over 2021, we estimate
total external debt servicing (principal and interest) at $5.8 billion, which is about the same amount as the
government paid in 2020 using U.S. dollar inflows from oil sales and reserves. No other sovereign that we
rate 'B-' has as substantial of reserves relative to its external debt-servicing requirements.
Although we expect the fiscal deficit to remain elevated in 2021, our base-case expectation is that the
government will meet domestic financing needs through domestic banks and indirectly the CBI, like it did
in 2020. As in the past, increasing the domestic money supply through indirect monetary financing could
strain Iraq's macroeconomic stability in the coming years, spur higher inflation, and in turn renew fiscal
pressures, not least through the large public sector wage bill.
The recent devaluation of the Iraqi dinar (IQD) - to IQD1,450 per U.S. dollar from IQD1,182 - has increased
the local currency value of the government's U.S. dollar-denominated oil revenue. It is also helping
preserve foreign exchange reserves and consequently the government's external debt-servicing capacity.
Although we do not expect further devaluations over our forecast period through 2024, we view the
devaluation as a shift toward a more flexible monetary stance, where the government will be more selective
in defending the dinar's peg to the dollar in times of external stress. Because of this, we no longer subtract
the monetary base from our measure of usable reserves, improving our view of the country's external
position. The devaluation comes at the expense of lower domestic consumption, a likely spike in inflation,
and possible social unrest as the dollar purchasing power of dinar-denominated salaries decreased. While
a lower exchange rate could theoretically boost growth through higher import substitution, for example in
Iraq's labor-intensive agricultural sector, most of the country's nonoil economy (excluding agriculture) is
highly reliant on imports, and is already experiencing cost pressure from the depreciation.
Our ratings on Iraq are constrained by its nascent political institutions, high levels of perceived corruption,
domestic political tensions - including divisions between Sunni, Shia, and Kurdish ethnic and sectarian
groups - and security risks. Despite a significant hydrocarbon endowment, Iraq's GDP per capita remains
low and economic activity lackluster, in our view. The ratings are also constrained by poor data collection
and disclosure standards, the government's precarious fiscal position due to oil revenue dependence and
high spending pressures, and limited monetary policy flexibility given the weak banking system.
Our ratings are supported by Iraq's significant hard currency revenue generation from oil exports, which
have supported the accumulation of a high level of gross foreign exchange reserves at its central bank.
Iraq has the world's fourth-largest proven crude oil reserves and is the second-largest oil exporter in OPEC.
However, successive governments have been unable to balance Iraq's resource endowment with societal
demands and spending pressure remains high. Other supportive factors for the rating include only
moderate public and external leverage.
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Institutional and economic profile: Economic recovery in 2021 will be slow, with a small increase in oil
production and weak nonoil growth




Iraq's institutional profile is weak, with a divided society and unpredictable policymaking.
After operating without a budget in 2020, parliamentary approval of a budget in 2021 will be key to
unlock potential bi- and multi-lateral assistance.
Economic growth in 2021 and 2022 will be supported by increasing oil production, with nonoil
activity remaining lackluster.

Iraq's population is ethnically and religiously diverse. The bulk is Muslim - but divided into a large Shi'a
Arab majority and Sunni Arab minority - while 10% of the population is made up by other religious minorities.
The population also has an ethnic Kurdish minority that is overwhelmingly Sunni. Historical tensions
between all of these groups have stymied progress on much-needed social, political and economic reforms.
Policymaking has historically been erratic and nontransparent. In 2020, the government was unable to
approve a budget, and instead relied on two laws allowing the government to borrow without a budget. The
2021 budget is currently under discussion, and sticking points include a proposed increase in wages and
salaries related to new government jobs promised after the 2019 anti-government protests and the fiscal
transfer to the Kurdistan Regional Government (KRG). We believe a budget will be passed this year, and
that it is a likely prerequisite for any bi- or multi-lateral budget support. We note that Iraq has not received
direct budgetary support since 2018. The government's response to COVID-19 has been weaker than that
of other countries in the region and is mostly focused on supporting the underfunded health care system.
President Barham Saleh named Mustafa Al-Kadhimi as prime minister designate in April 2020, after the
two previous prime minister designates failed to form governments after former Prime Minister Adil AbdulMahdi's resignation in late November 2019 following anti-government protests. Mr. Al-Kadhimi received
parliamentary approval as prime minister in May and had his full cabinet approved by June 2020. Overall,
we view the substantial delay in the formation of the new government as symptomatic of Iraq's weak
administrative capacity. The next parliamentary election is scheduled for October 2021. In our view, the
election outcome will not significantly change the political environment, but having an election this year
could increase the difficulty of making politically sensitive expenditure cuts.
In our view, Iraq's political and economic development is hampered by widespread corruption and the threat
of domestic conflict. The government has thwarted two would-be states within its borders in recent years;
the so-called Islamic State was largely subdued by 2016 and the indigenous Kurdish population held a
referendum to create an independent Kurdistan in 2017. However, risks of further political turmoil from
both groups persist. Transfers to the KRG from the federal government in return for oil exports and customs
revenue remain a sticking point in the 2021 budget discussions. We expect the Iraqi government will
continue conciliatory provisions toward Kurdistan with ongoing fiscal transfers from the federal government.
In addition, there is a risk that external parties' influence (including from Iran, the U.S. and Turkey) on Iraqi
politics could destabilize consensus building.
Iraq ranks near the bottom of the Corruption Perceptions Index and the World Bank's governance indicators.
The government has taken measures to address this issue, including the reintroduction of the Supreme
Anti-Corruption Council, though we have observed little progress. The government recently published a
number of potential reforms including increasing nonoil revenue, strengthening the banking sector,
improving the legal environment, advancing digitalization, and upgrading basic services and infrastructure.
We remain cautious on the timeline for such reforms, given the weak track record of implementation.
Strengthening governance, accountability, and transparency could help unlock Iraq's economic potential.
Oil dominates the Iraqi economy, contributing over 30% of GDP, 90% of government revenue, and more
than 95% of exports. Nevertheless, with a population of about 40 million, Iraq has relatively low economic
wealth, with per capita GDP at an estimated $3,700 in 2021. The private sector remains underdeveloped,
and government and state-owned enterprise expenditures remain the key impetus of growth outside the oil
sector, but this growth is primarily consumption rather than investment based, and hence, arguably highly
dependent on what, in our view, is an unsustainable fiscal stance.
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After an estimated contraction of 12% in 2020, we project real GDP growth of only about 1% in 2021. The
contraction in 2020 incorporated contractions in both the oil and nonoil sectors. We expect oil growth to
pick up modestly in 2021, as oil production will average 4.1 million barrels per day (mbpd) in 2021, up from
4.0 mbpd in 2020. Production volumes are still down from the about 4.5 mbpd produced in 2019, because
of OPEC+ production cuts. We factor in full compliance with the cuts for the rest of 2021 and 2022, including
the voluntary extra cuts pledged for January and February. We expect growth to average 3% over 20222024 as the OPEC+ cuts cease and oil production ramps back up to about 4.7 mpbd by 2024. Our oil
production expectations are down from about 4.8 mpbd by 2023, given likely lower investment in the oil
sector over the next two to three years.
Non-oil growth will struggle to take off over the forecast period as lower oil prices and the recent devaluation
weaken private consumption, the government works to contain expenditure, and reconstruction efforts
suffer from low investment and a difficult business environment. Given the large population and
infrastructure needs, the nonoil sector's contribution to growth harbors upside potential. However, the
delicate political situation and weak governance will continue to constrain growth outside the oil sector
through 2024.
Flexibility and performance profile: Spending pressure from public wages and pensions will keep the
government's deficit elevated




The government will remain in a deficit to 2024 because of recurrent spending pressure and
investment needs.
The current account will return to surplus in 2023 thanks to rising oil prices and export volumes.
Following the devaluation of Iraqi dinar in December 2020, we expect the exchange rate to remain
at IQD1,450 per U.S. dollar, but that the government will be less inclined to defend the peg going
forward.

Fiscal policy in Iraq reflects the sovereign's immense institutional challenges. The same political and social
pressures that contributed to the government's expansionary stance in 2019 remain firmly in place and
could increase from rising inflation. The public wage bill represents the state's largest spending item at
over 50% of the total and has historically crowed out public investment, despite Iraq's pressing
reconstruction needs.
During 2020, in the absence of an annual government the government maintained expenditure at 2019
levels. Although we expect the 2021 budget will increase the level of expenditure compared with 2020, we
believe that the wage bill will be curtailed somewhat, as proposed in the revised budget currently under
discussion, to control the deficit, and create some space for public investment expenditure. Nevertheless,
political resistance to rationalizing the wage bill remains a risk.
The government's fiscal position is dependent on the price of oil and volume of production. In 2020, oil
revenue fell by almost half compared with 2019, largely causing the sharp increase in the deficit. The
forecast for 2021 takes into account our oil price assumption of $50 per barrel (/bbl) for the year, and below
capacity production and export of oil due to the OPEC+ supply reduction agreement. Based on this oil
price assumption, we forecast a fiscal deficit of 12% of GDP in 2021, after an estimated deficit of 17% in
2020. Currently higher oil prices if sustained would benefit the headline budgetary position for 2021 over
and above our current projections.
Nonoil revenue will not be sufficient to provide additional support to the government's fiscal position, since
its ability to raise revenue outside of the oil sector is limited by a weak tax and customs collection
administration. However, we note that lower oil prices have increased the government's desire to reform
revenue collection, and nonoil revenue should rise modestly from the government's efforts over the forecast
period; the government has introduced new taxes, such as the excise tax, and in the draft 2021 budget law
aims to expanded the income tax base, which should support nonoil revenue generation. We expect the
fiscal position to remain in deficit after 2021, averaging 8% of GDP to 2024.
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The majority of deficit financing in 2021 will rely on the domestic market. We expect the government will
rollover its domestic obligations due in 2021, as it did in 2020. The majority of domestic debt due in 2020
was rolled over with maturities extended to 10 years from one. New domestic issuance, given limited
existing space in the domestic banks, will mostly rely on indirect monetary financing, whereby the Ministry
of Finance issues treasury bills to domestic banks, which then refinance them at the discount window of
the CBI.
Principal and interest payments on the government's external debt will average about $5.8 billion (4% of
GDP) a year over 2021-2023 as payments to the International Monetary Fund (IMF) and two Eurobonds
come due. The government paid $5.8 billion in 2020. We expect the government will draw down on central
bank reserves or seek support from other bi- and multi-lateral lenders for external payments in 2021. That
said, bi- or multi-lateral lenders have not disbursed any budgetary support to Iraq since the previous IMF
program ended early in 2018. We expect general government debt net of liquid assets to average 80%
over 2021-2024. Included in this figure is approximately $40 billion (25% of GDP) of currently unenforced
bilateral obligations.
Iraq's external position remains highly dependent on the oil price outlook, and hence subject to volatility.
Nevertheless, it is one of the sovereign's relative rating strengths. For end-2021, we project Iraq's overall
net external liability position at 16% of GDP, and net external debt at 0% of GDP, considerably stronger
than other sovereigns in the 'B-' rating category.
We forecast the current account deficit in 2021 at 3% of GDP after our estimate of a deficit of about 10% in
2020. We expect the current account to remain in deficit before returning to a surplus in 2023, as our oil
prices and the volume of oil exports increases. We assume an average Brent oil price of $50/bbl in 2021
and 2022, and $55/bbl from 2023. Our analysis of Iraq's external flow and stocks is constrained by poor
data quality. We believe CBI data significantly underreports imports given that imports into the region of
Iraqi Kurdistan are not included and imports at other entry points are not systematically measured.
Given the low oil price and sizable current account deficit, we expect foreign exchange reserves to decline
in 2021, so that liquid external assets will fall to just below external debt over our forecast period to 2024.
We estimate Iraq's gross international reserves at $55 billion at end-December 2020, down only slightly
from $65 billion at end-June 2020. External indebtedness of the Iraqi economy is low, and we estimate that
the ratio of gross external financing needs to current account receipts and usable reserves will average
about 60% to 2024.
Although the recent devaluation will likely produce a spike in inflation over 2021, since we do not currently
expect any further changes to the peg, it should help control inflation over the forecast period. We view the
monetary policy transmission mechanism as weak. The banking sector in Iraq is still burdened by high
nonperforming loans and does not completely fulfill the lending functions of stronger banking systems. This
is why the monetary policy tools that rely on the banking sector, such as the reserve requirement and the
provision of standing facilities, are of limited effectiveness in Iraq.
The financial stability of domestic banks is uncertain, and we view financial sector risk as a moderate
contingent liability for the government. In our view, the government could face significant costs from any
recapitalization needs resulting from a reorganization of the banking sector. Financial accounts audited to
international standards are not available for most banks in Iraq. We believe that the two largest banks,
Rafidain Bank and Rasheed Bank, both state-owned, are severely undercapitalized and there are high
nonperforming loans across the sector. (S&P 19.02)
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EGYPT: Boosting Congo Investments to Secure Support in Nile Dam Crisis

Mohamed Saied posted in Al-Monitor on 18 February that as Egypt seeks to grow its influence in Congo by
boosting investments, Kinshasa takes over the chairmanship of the African Union, which is currently
sponsoring the negotiations to resolve the dispute over the Grand Ethiopian Renaissance Dam.
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Egypt is expected to direct more investments into the Democratic Republic of the Congo amid Egyptian
efforts to have greater influence in the country. The Egyptian and Congolese governments signed a series
of agreements in various fields, including in infrastructure, energy and drinking water, during the visit of
Congolese President Felix Tshisekedi to Cairo on 2 February.
The two governments inked an agreement to build the Tshipuka solar park in Congo. As per the agreement,
the solar park’s construction was entrusted to a consortium composed of the Egyptian company Hassan
Allam Construction — a subsidiary of Hassan Allam Holding, a leading, privately owned engineering,
procurement, construction, building materials and utility development company — and Power Generation
Engineering and Services Company — a privately held engineering consultancy based in Egypt focusing
on the civil engineering, electrical engineering and energy sectors. The $19.7 million photovoltaic power
station in Tshipuka aims to resolve Kasai-Oriental province’s electricity problems by generating 10
megawatts of clean and sustainable energy.
The Congolese government has also signed with Egyptian companies an agreement to build a drinking
water plant on the Lubi River in Sankuru province in central Congo. The drinking water plant aims to
increase the supply of drinking water to the province’s residents.
Tshisekedi welcomed the role Egyptian businesses play in Congo, particularly in the construction, energy
and infrastructure sectors. In a press conference with Egyptian President Abdel Fattah al-Sisi on 2
February, Tshisekedi said an agreement was reached to boost Egyptian investments in Congo and trade
exchange between the two countries. He added that he is looking forward to establishing a new
administrative capital in his country, similar to Egypt’s new administrative capital, to counter the problem of
rapid population growth in Kinshasa.
The Africa Report reported on 4 February that the Congolese government entrusted the Egyptian
consortium Income to build the Kitoko mega project, which consists of building a 300 km 2 smart city in
Congo. The planned city, which the Congolese government hopes will help ease traffic congestion in
Kinshasa, will be located 40 kilometers east of Kinshasa and 15 kilometers from N’Djili International Airport.
Urbain Manoka, a Congolese economist, told Al-Monitor, “The projects signed within the framework of the
partnership between Egypt and the DRC [Congo], are of great importance for the DRC; not only will this
improve the daily life of the Congolese in specific areas such as energy [and] infrastructure, but also ...
some jobs may be created.” Manoka added, “Investment is the factor par excellence of the DRC’s economic
growth. It creates income and is one of the main engines of economic activity. A volume of over 50% of
inflows [were invested] in sectors linked to basic infrastructure and agriculture, because the country favors
investments in the secondary sector, [which is considered a] creator of added value."
Egypt is also taking part in infrastructure projects in Congo’s information technology sector. On 20
December, Benya Capital (formerly known as Fiber Misr), a leading Egyptian-based information and
communications provider, signed an agreement with Congo’s Ministry of Post, Communications and Digital
Economy to build a national fiber optic network that would digitally connect all cities across the country.
Attiya Essawi, a writer focusing on African affairs for Al-Ahram daily, told Al-Monitor that these projects
would boost Egypt's economic and political influence in Congo and improve its reputation among the
peoples of Congo and Africa. Essawi said the planned infrastructure projects in Congo will allow Egyptian
companies to further invest in a country whose poor infrastructure requires billions of dollars in investments.
Essawi said Egypt is providing Egyptian companies with an opportunity to reap returns by investing in
Congo, which would subsequently serve the national economy. Furthermore, Cairo aims to strengthen
political ties with Kinshasa so as to ensure that Congo will remain by its side in the Grand Ethiopian
Renaissance Dam crisis. Egypt is relying on Tshisekedi to support it in the dam file, after Congo took over
the chairmanship of the African Union on 7 February. The African Union has been brokering the tripartite
talks between Egypt, Sudan and Ethiopia over the dam since last year.
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Addressing the 34th ordinary session of the African Union on 6 February, Sisi said he is confident that the
African Union under Tshisekedi’s chairmanship will reach an agreement on the dam crisis that takes into
account the three countries’ interests and safeguards Egypt's rights to Nile waters. South Africa was chair
of the African Union for 2020, but its efforts to broker a deal to break the deadlock in the faltering
negotiations over the dam were unsuccessful. The talks have been suspended since 10 January.
Ethiopia is looking forward to the dam serving as the largest hydropower station in Africa. Egypt and Sudan,
however, fear that their share of Nile water will drop significantly due to the dam, which would affect their
development prospects.
Ethiopia and some upstream countries have called for a reconsideration of the countries’ shares of the Nile
water. Ethiopia, Uganda, Kenya, Tanzania, Rwanda and Burundi signed the Entebbe Agreement in
Uganda about sharing the Nile River's resources in 2010. This treaty reassesses the Nile water shares
allocated to the river’s two downstream countries, Egypt and Sudan, under the 1929 and 1959 agreements
that set their respective shares at 55.5 billion cubic meters and 18.5 billion cubic meters. While Sudan and
Egypt do not recognize the Entebbe Agreement, Congo has not signed it yet.
Essawi said Egypt has managed so far to keep Congo from recognizing the Entebbe Agreement, and has
even won Congo's support for Egyptian demands to safeguard its share of the Nile water and position in
the dam crisis. Egypt seeks a binding agreement on the dam before the first phase of filling the dam's
reservoir kicks off in July. Essawi, however, questions Congo's ability to bring about a breakthrough in the
crisis in light of Ethiopia's intransigence and Congo's lack of diplomatic means to pressure Addis Ababa.
(Al-Monitor 18.02)
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EGYPT: Egypt Boosts Ties with Burundi — With Eye on Turkey

Mohammad Hanafi reported in Al-Monitor on 25 February that as a foreign policy priority for Cairo, Egypt
seeks to strengthen its ties with Burundi and the Nile Basin countries, to limit Turkey’s expansion in East
Africa and protect its national security from any threats. Egypt and Burundi share a historical relationship
as Nile Basin countries.
Burundian Foreign Affairs Minister Albert Shingiro hosted Egyptian Ambassador to Burundi Yasser Al-Atwi
on 13 February in the capital, Bujumbura. During the meeting, the two diplomats discussed ways to
strengthen bilateral ties between their countries. In the same week, on 18 February, Egyptian Foreign
Minister Sameh Shoukry received a phone call from his Burundian counterpart. The conversation touched
on the bilateral relations, ways to strengthen them and coordination to hold a joint committee in the coming
period.
These developments, experts and observers told Al-Monitor, can also be seen as part of Egypt's efforts to
block Turkey’s influence in East Africa. East Africa has been a vital arena for Turkish maneuvers in recent
years, with the Red Sea forming a global trade artery between Asia and Europe. Yet Turkey’s quest to
establish a foothold in the Nile Basin countries is seen by Egypt as a threat to its national security and to
that of other Arab countries.
Tariq Fahmy, a professor of political science at Cairo University, told Al-Monitor over the phone that
strengthening relations with Burundi is one of Egypt’s foreign policy priorities. “Burundi is an important
country for Egypt not only because of the African geographic connection but also because it is one of the
Nile Basin countries. Building stronger ties aims to preserve Cairo’s interests, protect its water security,
and shrink the presence of Turkey and any forces opposing Egyptian national security.”
Along with its strong relations with Cairo, Fahmy noted that Burundi has strong ties with Turkey, Iran and
Israel. He explained that Egypt wants to win Burundi to its side on the issue of the Grand Ethiopian
Renaissance Dam (GERD) and Egyptian water security.
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He asserted that Turkey’s presence in the African continent, especially East Africa, started growing
significantly in recent years. “This poses a threat to the Egyptian and Arab national security and their
strategic interests,” Fahmy warned. “Therefore, Egypt placed on top of its foreign policy priorities boosting
ties with the African brotherly countries, intensifying its presence in them and providing them with
development support. For this purpose, Egypt seeks stronger coordination with African Union countries,
especially the Nile Basin countries such as Burundi, Rwanda, Congo, Sudan, South Sudan and others.
This will allow it to preserve water security, curb the influence of Turkey and ward off the threat of any other
hostile forces to its interests.”
He continued, “Ethiopia is using Turkey as a trump card to pressure Egypt on the Nile water and the
Ethiopian dam issues. Addis Ababa requested Ankara's mediation in its border dispute crisis with Sudan,
in response to Cairo’s support to Khartoum. This pushed Egypt to focus on strengthening its relations with
the Nile Basin countries in the recent period. These countries will have a major role in the Nile water crisis
by pressuring Ethiopia to stop its water plans, especially after Congo assumed the presidency of the African
Union.”
Mona Omar, the former assistant foreign minister for African affairs, believes the Egyptian-Burundian
relations are strong and historic. She explained, “Ethiopia had called for a framework agreement for the
Nile Basin countries, known as the Entebbe Agreement, in 2010, and Egypt and Sudan rejected it due to
its severe harm to their water security. Burundi only signed this agreement after the January 25 Revolution
of 2011 that toppled the regime of former President Mubarak. But the Burundian parliament has yet to ratify
it as an expression of its support for Egypt and its water security concern. Naturally, Egypt and Burundi will
have strong ties. Their relationship is not new; it extends for many years.”
In an exclusive interview with Al-Monitor, Omar added, “Egypt is keen to train Burundian cadres in all fields
to provide them with the necessary expertise that they will transfer to Burundi to push development efforts
forward and increase investment. Among African countries, Burundi has the largest number of participants
in training courses held by Cairo. Also, Egyptian investors and experts support Burundi in many fields such
as energy, agriculture and water.”
She affirmed that Egypt seeks to increase the number of Egyptian investors and companies in Africa to
preserve its interests. “Egypt believes having strong ties with the Nile Basin countries will allow it to
reinforce its national security and counter any threats, whether by Turkey or others.”
She said, “Global powers, not only Turkey, are racing to control the African continent and striving for a
presence there. They seek to exploit this continent's rich wealth and raw resources and to market their
products and goods to its population that exceeds 1 billion. Therefore the increasing Egyptian presence in
Africa is all the more important.”
Basant Fahmy, a former member of the parliamentary Economic Committee and a professor of economics
at Cairo University, believes the Egyptian economy has gained strength. She told Al-Monitor, “Giant
Egyptian companies with experience in energy, agriculture and infrastructure could be the gate to the
African continent. The Egyptian economy can fortify the African national economy and preserve its national
security from any external threats, whether from Turkey or other regional power.”
She continued, “Egypt has been the gateway and axis of the African continent since ancient times. It has
enormous expertise in energy, construction, agriculture and water, and surpasses Turkey. African
countries, especially Burundi, a Nile Basin country, ought to tap on this experience to their own support
development efforts. Economic power is one of the most important means for Egypt’s expansion in Africa
and for countering any attempts to threaten Cairo’s national security.”
On another note, Basant stressed the need to activate the African Continental Free Trade Area agreement
that went into effect on 1 January. She explained that the Egyptian products must be of high quality and
reasonably priced in order to be able to penetrate the African market. “This will bring positive results, not
only at the economic level by boosting Egyptian exports, but also at the political, as it will curtail Turkey or
other powers’ regional influence,” Basant concluded. (Al-Monitor 25.02)
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TUNISIA: Moody's Downgrades Tunisia's Ratings to B3, Maintains Negative Outlook

On 23 February, Moody's Investors Service (Moody's) downgraded the Government of Tunisia's long-term
foreign-currency and local-currency issuer ratings to B3 from B2 and maintained the negative outlook.
Moody's also downgraded the Central Bank of Tunisia's senior unsecured rating to B3 from B2 and the
senior unsecured shelf rating to (P)B3 from (P)B2, and maintained the negative outlook. The Central Bank
of Tunisia is legally responsible for the payments on all of the government's bonds. These debt instruments
are issued on behalf of the government.
The downgrade to B3 reflects weakening governance in the face of rising social constraints that increasingly
inhibit the government's flexibility to implement fiscal adjustment and public sector reforms that would
stabilize and eventually reverse a marked increase in its debt burden. Fiscal consolidation and reform of
the public sector will require reaching a broad agreement with civil society institutions on both the direction
and specific mode of implementation of a wide range of measures, which is likely to be a protracted process
at best.
The rating is supported by a relatively stable external position through the pandemic shock so far, thus
providing some backstop to upcoming external debt service payments, although refinancing risk remains.
The negative outlook captures downside risks related to further delays with the negotiation and
implementation of a funded IMF program, an objective outlined by the government. Such delays would
increase uncertainty around the government's capacity to secure continued access to official external
funding sources and maintain international capital market access at affordable terms in order to meet high
funding requirements over the next few years.
Tunisia's country ceilings have been lowered by one notch. Namely, Tunisia's local-currency country
ceilings were lowered to Ba3 from Ba2. The three-notch gap to the sovereign rating reflects relatively
predictable institutions and government actions, tampered by a large public sector footprint, external
competitiveness constraints and a challenging political and social environment which hamper the business
environment. The foreign-currency ceiling was lowered to B2 from B1. The two-notch gap to the local
currency ceiling reflects persistent external imbalances and reliance on foreign inflows which increase firms'
exposure to potential transfer and convertibility risks.
RATINGS RATIONALE
Rationale for the Downgrade to B3: Social Environment Weakens Governance Strength By Inhibiting
Decision Making On Measures That Will Underpin Debt Sustainability
While the smooth presidential and parliamentary elections held in October 2019 attest to Tunisia's
established democratic processes as a mechanism for voicing priorities by various groups, the ensuing
parliamentary fragmentation and the increasingly contentious political environment, including in relation
with civil society institutions, weighs on the government's decision making capacity.
This is reflected in a weaker assessment of governance, as the strength of civil society and fiscal policy
effectiveness are less supportive of Tunisia's credit profile than previously assessed by Moody's.
The prolonged government formation process over the past year is indicative of this dynamic. Renewed
social protests, ahead of the announcement of specific measures, suggest that the definition and
implementation of fiscal consolidation and public sector reforms is likely to be a highly protracted process.
A consensus on essential, albeit socially and politically difficult, reforms will be challenging to secure among
all stakeholders, including civil society institutions. Such reforms are critical to rebalance Tunisia's fiscal
accounts and ensure debt sustainability in the future, amid a subdued growth outlook. The reforms are
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also challenging in that they will involve both protecting the most vulnerable part of the population while
achieving financially significant results that help the government regain some fiscal flexibility.
Long-standing reform efforts under sequential IMF programs over the past decade include control of the
wage bill, which has increased to over 17% of GDP in 2020 (one of the largest globally); completion of
energy subsidy reform in favor of more targeted and cost-effective income support measures to qualifying
households; in addition to the reorganization and/or restructuring of loss-making state-owned enterprises.
Material Economic and Fiscal Pandemic Impact Drives Debt Burden To High Levels And Increases
Its Shock Sensitivity
Tunisia's economy and population have been hit by a severe shock during the pandemic, which has
negatively affected the sovereign's fiscal and debt metrics. Post pandemic, a prolonged period of subdued
growth and most likely gradual fiscal consolidation will raise the debt burden to over 90% of GDP in the
next few years, reducing Tunisia's resilience to future shocks.
End of 2020 data show an output contraction of 8.8% taking into account renewed lockdown measures in
the fourth quarter, a deeper fall in GDP than assumed at the time of Moody's last rating action on Tunisia
in October 2020. Consequently, the fiscal deficit widened to 10.1% of GDP in 2020, also worse than
previously expected - albeit slightly narrower than the revised budget at 11.5%.
Looking forward, Moody's expects a gradual fiscal consolidation to 7.7% of GDP this year and to 6.2% in
2022, primarily as a result of spending reductions geared toward energy subsidy reform as the main
spending adjustment variable in the short term.
Taking into account an expected economic expansion by 4% this year, followed by a return to growth of 23% thereafter, Moody's expects the debt/GDP ratio to increase to almost 90% of GDP this year from the
estimated 84.7% in 2020 and 72.3% in 2019, edging slightly higher in the next few years.
Moody's expects the affordability of the debt stock to decline amid increasing borrowing costs while the
high foreign currency share of the debt stock at over 65% exposes the debt trajectory's sensitivity to adverse
currency movements. In addition, outstanding guarantees to state-owned enterprises at over 15% of GDP
in 2020 add to contingent liability risks.
Continued Build-Up of Foreign Exchange Reserve Buffer Offers Some Credit Support, Although
Financing Risk Remains
Tunisia's external accounts have adjusted in a more balanced way to the pandemic impact than initially
assumed, preserving the sovereign's external buffers ahead of sizeable external debt maturities in the next
few years.
Foreign exchange reserves stood at $8.7 billion (5.3 months of import cover) as of December 2020 from
$7 billion in December 2019 (3.6 months). Scheduled market debt maturities this year include two $500
million Eurobonds that carry a 100% USAID guarantee and a $250 million Qatari loan instalment.
Looking forward, higher fiscal deficits and a more onerous commercial debt service calendar with maturities
at over $1 billion in 2021 and 2024 point to sizeable, albeit not exceptionally large, gross financing needs
around 15-17% of GDP from about 10% of GDP before the pandemic.
Overall, elevated external borrowing costs in international capital markets and the continued reliance on
external official funding sources to meet the higher gross financing needs underpin Tunisia's refinancing
risks that are reflected in the B3 rating.
Rationale for the Negative Outlook
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The negative outlook captures downside risks related to further delays in the negotiation and
implementation of a funded IMF program, thus increasing uncertainty around the government's capacity to
secure continued access to official external funding sources and to international capital markets at
affordable terms to meet its gross funding requirements.
Downside risks also relate to a potentially higher degree of reform resistance than currently anticipated as
a result of diverging interests among stakeholders and social interest groups. In this scenario, fiscal policy
effectiveness would be weaker still, undermining the government's capacity to stabilize Tunisia's fiscal
accounts and debt dynamics.
Factors That Could Lead to an Upgrade or Downgrade of the Ratings
Given the negative outlook a rating upgrade is unlikely. The outlook would likely be changed to stable if
Moody's concluded with sufficient confidence that the government's fiscal and public sector reform
implementation capacity will lead to a stabilization and eventual reduction in the debt trajectory in the near
term. Similarly, high confidence in Tunisia's ability to access official and capital market funding to meet its
upcoming debt service payments in the next few years at affordable costs would also support the rating at
the current level.
Conversely, a downgrade would be likely if fiscal and public sector reform implementation is even more
protracted, keeping the debt burden rising higher and for longer than Moody's currently expects, potentially
raising debt sustainability concerns. Delays in the availability of or marked increases in the cost of external
funding would also put negative rating pressure, potentially related to further protracted negotiations for a
new IMF program and/or insufficient progress on agreed reform implementation. Continued social unrest
and political discord would further compound negative rating pressure. (Moody's 23.02)
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TUNISIA: IMF Executive Board Concludes 2021 Article IV Consultation

On 26 February, the Executive Board of the International Monetary Fund (IMF) concluded the Article IV
consultation with Tunisia.
The COVID-19 pandemic hit Tunisia hard and led to an unprecedented economic downturn. Real GDP is
estimated to have contracted by 8.2% in 2020, the largest economic downturn since the country’s
independence. The unemployment rate jumped to 16.2% at end-September, disproportionally affecting
low-skilled workers, women, and youth, and fueling social discontent. Inflation slowed because of the
contraction in domestic demand and lower international fuel prices. The current account deficit narrowed
to 6.8% of GDP, driven by lower import demand and resilient remittances, despite a strong hit on exports
and collapsing tourism receipts.
The fiscal deficit and public debt increased sharply in 2020. The fiscal deficit (excluding grants) is estimated
to have reached 11.5% of GDP. Revenue dropped because of a lower tax intake. Additional hiring (about
40% of which was in the health sector, including to combat COVID-19) pushed the civil service salary bill
to 17.6% of GDP, among the highest in the world. Higher outlays were offset by lower investment spending
and energy subsidies. As a result of the increase in the fiscal deficit and contraction in GDP, central
government debt is estimated to have increased to nearly 87% of GDP.
GDP growth is projected to rebound to 3.8% in 2021, as the effects of the pandemic start to wane. However,
there are considerable downside risks around this projection, given the uncertainty from the duration and
intensity of the pandemic and the timing of the vaccination. The medium-term outlook depends critically on
the future path of fiscal policy and structural and governance reforms.
Executive Board Assessment
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Executive Directors agreed with the thrust of the staff appraisal. They noted that the COVID-19 crisis is
exacerbating Tunisia’s socio-economic fragilities. They commended the authorities' policy response to the
crisis. Directors noted that while growth is expected to recover modestly in 2021, downside risks dominate.
They agreed that the immediate priority is to save lives and livelihoods and stabilize the economy until the
pandemic wanes. Economic policy should also focus on restoring fiscal and debt sustainability and
promoting inclusive growth.
Directors recommended that fiscal policy and reforms should aim to reduce the fiscal deficit. In this context,
they underscored the need to lower the wage bill and limit energy subsidies while prioritizing health and
investment expenditure and protecting targeted social spending. Directors noted that Tunisia’s public debt
would become unsustainable, unless a strong and credible reform program were adopted with broad
support. They also called on the authorities to make taxation more equitable and growth-friendly and
encouraged action to clear the accumulated arrears of the social security system.
Directors emphasized that broad ranging reform of state-owned enterprises (SOEs) is necessary to reduce
contingent liabilities. They encouraged the authorities to adopt a plan to reduce fiscal and financial risks of
SOEs, strengthen corporate governance, and improve financial reporting and transparency.
Directors stressed that monetary policy should focus on inflation by steering short‑term interest rates, while
preserving exchange rate flexibility. They urged the authorities to avoid monetary financing of the budget.
Directors advised the authorities to implement the roadmap to inflation targeting and prepare a gradual and
conditions-based plan for capital account liberalization, while closely monitoring financial sector soundness.
Directors underscored that promoting private sector activity is key to increasing potential growth and making
it more job-rich and inclusive. Reform efforts should focus on lifting monopolies, removing regulatory
hurdles, and improving the business environment. They welcomed the efforts to increase financial inclusion
and leverage digital technologies. Directors emphasized that strengthening governance is important and
called for effective implementation of anti-corruption and AML/CFT regimes. They also emphasized that
COVID-related expenditures should be effective and transparent. Directors welcomed the objective to
invest in renewable energy to combat climate change.
It is expected that the next Article IV consultation with Tunisia will be held on the standard 12-month cycle.
(IMF 26.02)
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ALGERIA: Running on Fumes

Simon Speakman Cordall posted in Al-Monitor on 18 February that few were surprised when, a little over a
month ago, Algeria's minister in charge of economic forecasts, Cherif Belmihoub, leaned into the
microphone at a state radio station and announced, "Algeria is no longer an oil country."
Belmihoub's analysis was correct, but only up to a point. Algeria remains very much a country of oil and
gas. It's just not making enough money to save the country from penury and sustain the generous state
subsidies the government has been hoping would continue as a substitute for fundamental reform.
Now, with oil prices continuing the flat line they have maintained since 2014, the Algerian government is
rapidly running out of time and room to maneuver. In parallel to this has been a significant drop in the
volume of Algerian exports, with overseas oil sales falling by about a third between a 2011 high and 2019,
with all clues pointing to a continued decline in the future.
Algeria has among the highest social spending of any of the Organization of the Petroleum Exporting
Countries (OPEC) states, with the government picking up at least part of the tab for basic household
foodstuffs, housing and fuel. The IMF has estimated that Algeria, just to maintain the status quo, needs an
oil price of $135 a barrel.
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The options are few. Absent a vibrant private sector that could shoulder at least part of the tax burden that
underwrites Algeria's subsidies, the country has — quite literally — been powering its economy on fumes.
The vast foreign reserves in place at the time of the 2014 oil and gas slump have been continuing to
underpin the country's expenditure and now, seven years later and with only around $29 billion of foreign
exchange reserves left in the pot, Algeria has about a year before it hits the wall. Moreover, over the same
period, domestic consumption of hydrocarbons has increased as reserves available for export have shrunk.
After other OPEC countries agreed to cut production last year in response to the pandemic, most oil
producing countries still breached the revised quota. Algeria's state owned Sonatrach, saddled by
uncertain management and misplaced investment, struggled to reach it . Moreover, as energy futures
picked up following the vaccine rollout and increased consumption in China, Algeria's exports still remained
in the doldrums as OPEC rivals profited.
Algiers cannot claim ignorance. Citing the “downward trend in public funds’ availability,” Prime Minister
Abdelaziz Djerad told government ministries in January, "The situation calls for urgent measures to ensure
sustainability of public funding." Nevertheless, given the massive shortfall between income and
expenditure, it is unlikely that any cut in subsidy at this stage will be enough to address the yawning gulf in
public coffers.
Whatever course Algiers undertakes will be as informed by its past as well as its present. "It's about control
as much as anything else," Middle East expert Jonathan Hill of Kings College London told Al-Monitor,
"When the oil price have gone down in the past, they've made noises about allowing international
investment in for exploration, but they've swiftly changed their minds once prices have picked up again.
While the state has proven itself comfortable flirting with micro adjustments to policy, the kind of sweeping
macroeconomic overhaul needed remains beyond the reach of the state. "They haven't really got any
ideas," Hill said, "For years we've seen the same recycling of the same people. There's no one new in the
leadership and no new ideas. There hasn't been for some time."
All the while, the clock is ticking.
"For seven years the government's done little in terms of diversifying the economy," Jalel Harchaoui, a
senior fellow at the Geneva-based Global Initiative told Al-Monitor. "At first, they had the foreign-exchange
reserves to buy time, but as the situation's grown more challenging they've become like deer paralyzed in
a car's headlights. All they've done is use their dollar reserves to continue spending on subsidies. Over
the last year, there have been cuts, but not on the military, which remains a huge outlay."
Given the parlous state of Algeria's reserves, even increasing exports through exploring new oil fields
appears as too great a gamble, Harchaoui said. "It's possible they could go back to the IMF or international
markets to raise funds, but that's going to feel like a humiliating surrender," he said, noting that pride in the
country's independence goes far beyond the government and is embedded across Algerian society.
"Instead, they might look to a deal with China, or one of the Gulf countries. The concessions may not be
much looser or better than with the IMF — but things will be more opaque."
Whatever Algeria elects to do will have to be dramatic. With thousands having returned to the streets of
Kherrata on 16 February in an attempt to rekindle the demands of the mass protests of two years ago,
popular unrest is growing. The subsidies that had once underpinned Algeria's social contract look to fall
short of the demands of a new generation. Moreover, faced with the possibility of mass unrest, the one
course of action the government would prefer — to continue doing nothing — is likely to fall woefully short
of meeting the country's fundamentally altered circumstances. (Al-Monitor 18.02)
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11.8.

MOROCCO: Morocco Still Lags Behind Its Neighbors in e-Commerce Index

Yabiladi posted that although it has gained two places compared to the previous edition of this index
published annually by the United Nations Conference on Trade and Development, Morocco is lagging
behind Tunisia, Algeria and Libya.
The 2020 e-commerce index, published by the United Nations Conference on Trade and Development
(UNCTAD) ranked Morocco 95th in the world out of 152 countries. This report assesses an economy's
readiness for the development of e-commerce, as well as the frequency with which citizens from the 152
countries buy products on the internet.
Published annually, the index is based on four indices to measure the frequency of Internet use of citizens
in their daily purchases. In the previous edition, Morocco was ranked 97th, which means that the Kingdom
climbed two spots this year compared to 2019. Morocco also managed to improve its score, which went
from 43.4 points out of 100 to 44.8.
As for the sub-indices, the share of people using the Internet in Morocco goes from 65% to 74%, while the
percentage of people with an account stands at 29%. Moreover, the percentage of people with secure
Internet servers in Morocco drops from 52% to 49% of the population. The postal reliability score continues
to fall, dropping from 28% in 2019 to 27% in 2020.
Morocco ranked 12th in the Arab world and 4th in the Maghreb
In the Arab world, Morocco ranks 12th, behind the United Arab Emirates (37th worldwide), Saudi Arabia
(49th), Qatar (50th), Oman (54th), Kuwait (58th), Lebanon (64th), Bahrain (66th) and Jordan (76th). It is,
however, behind its three Maghreb neighbors, namely Tunisia (77th), Algeria (80th), and Libya (85th) and
ahead of Mauritania, ranked 145th in the world.
The index shows the need for governments to do more to ensure that more people can take advantage of
the opportunities of e-commerce, otherwise their businesses will miss the opportunities offered by the digital
economy and will be less prepared to face different challenges. (Yabiladi 26.02)
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TURKEY: Foreign Debt Risks Hover Over Turkish Lira’s Recovery

Mustafa Sonmez posted on 19 February in Al-Monitor that saddled with chunky foreign debt repayments in
2021, Turkey might face hefty borrowing costs and renewed currency jitters.
Turkey’s foreign debt repayments and the financing of its current account deficit will require at least $200
billion this year, threatening to push up borrowing costs and disrupt the recent gains of the battered Turkish
lira unless Ankara rebuilds its credibility among financiers and investors.
The amount of Turkish external debt due to mature over 12 months stood at some $189 billion at the end
of 2020, representing 43.4% of the country’s $435 billion external debt stock, according to central bank
data released on 18 February. The foreign debt stock, meanwhile, has come to account for nearly 60% of
Turkey’s gross domestic product under the impact of economic downturn since 2018, fueled by the severe
depreciation of the Turkish lira. The rollover of foreign debt has already strained Turkey in recent years,
forcing it to borrow on higher interest rates.
Turkey needs foreign monies also to finance its current account deficit, which is likely to hit $15 billion this
year.
The country had posted a current account surplus of about $7 billion in 2019 as economic growth slowed
to 1% and imports decreased. The economic blows of the COVID-19 pandemic, however, led to a deficit
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of nearly $37 billion last year, according to central bank figures. Though the growth rate for 2020 has yet
to be officially released, estimates put it at 2% — a rate that makes the current account gap even more
staggering. A key factor expanding the deficit was the huge increase in gold imports, which rose to $25
billion last year from $11 billion in 2019 as gold became a prime safe haven for savings amid the turmoil of
the pandemic and Turkey’s own currency crisis.
The gold craze is unlikely to continue this year and even if the economy grows no more than 3%, the current
account deficit is still expected to reach $15 billion, based on the prospect that Turkey’s tourism revenues
will remain low due to the pandemic and imports will become more burdensome due to the global upswing
in commodity prices. Even if the gap reaches only $10 billion, assuming that economic growth and imports
remain modest, this would still require $200 billion to repay foreign debts and finance the current account
deficit.
Managing such a burden without facing hefty borrowing costs or disrupting the recovery of the lira appears
a tall order, unless Ankara undertakes reforms to boost its credibility. Any major distress in securing the
required foreign funds might send the lira tumbling anew. The currency has regained more than 20%
against the dollar since November, when Ankara replaced its central bank governor and treasury and
finance minister, marking the reversal of a much-criticized policy to keep interest rates on the lira low despite
rising inflation and the slump of the currency.
The private sector owns nearly $126 billion or two-thirds of the $189 foreign debt due to mature over 12
months, the central bank data show. About $68 billion of those liabilities, mostly short-term debt stemming
from imports, are owned by companies and the rest by banks. Meanwhile, public banks such as Ziraat,
Halk and Vakif own 85% of the $42 billion foreign debt that the public sector has to repay this year. About
$21 billion in 12-month liabilities belong to the central bank, stemming almost entirely from currency swap
deals with Qatar and China.
True, Turkey has previously managed to roll over debts in the region of $200 billion, but the amount keeps
increasing every year, as does the burden of interest. At the end of 2019, the external debt due to mature
over 12 months was $20 billion less than the current sum. In 2020 alone, interest payments on foreign debt
totaled more than $6 billion.
Gaining access to $200 billion under tougher conditions requires Turkey’s risk premium to decrease further,
well below the 280 basis points to which it has recently dropped. A lower risk premium would facilitate the
quest for foreign funds and decrease their cost. While interest rates have fallen close to or even below
zero in some countries, the Turkish treasury had to acquiesce to an interest rate of about 5% to be able to
borrow in January, when the country’s risk premium stood at about 300 basis points. Moreover, the
reshuffle in Ankara’s economy team, the central bank’s ensuing rate hikes and the government’s pledges
of reform have yet to produce a vibrant inflow of foreign investments.
Above all, foreigners remain reluctant on direct investment in Turkey, which the country needs the most.
The most exciting investment plan last year — a big plant by German carmaker Volkswagen — went down
the drain amid political tensions between Ankara and the European Union, coupled with the COVID-19
pandemic. Real estate purchases accounted for 95% of the $4.6 billion foreign direct investment in Turkey
last year, meaning that foreign interest in the country’s industrial and services sectors was next to zero.
In terms of foreign investment in Turkish stocks, the country saw a net outflow of $5.5 billion in 2020, even
though investments picked up in the last quarter. The inflow of hard currency secured through the swaps
with Qatar fell short even of financing the current account deficit and, eventually, the central bank burned
through $32 billion in reserves to cover the gap.
A much lower risk premium — below 200 basis points at least — is the key to an easier and cheaper access
to foreign funds. Ankara can achieve this only through economic and political steps to boost its credibility
in the eyes of domestic and foreign actors. Investors need confidence that Ankara has a stable economic
plan that goes beyond monetary tightening through rate hikes. They expect also transparency in key
economic areas, including clarity on the amount of bad loans in the banking sector and the financial burden
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brought on the budget by controversial turnover guarantees Ankara has offered to companies involved in
major infrastructure projects. Last but not least, they are watching closely whether Ankara follows through
with pledges of judicial reform to restore trust in the rule of law. (Al-Monitor 19.02)
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11.10. TURKEY: Turkey Emerges with ‘Pyrrhic Growth’ from Pandemic-Hit 2020
On 1 March, Mustafa Sonmez observed in Al-Monitor that Turkey’s statistics agency announced that the
Turkish economy grew 1.8% in 2020 despite the COVID-19 pandemic, beating all forecasts and estimates,
including Ankara’s own. The positive growth rate, however, came at the expense of major fragilities that
continue to haunt the economy, as evidenced by the fact that the country’s gross domestic product (GDP)
has actually decreased in terms of dollars.
In a revised economic program announced in September, President Erdogan’s government had projected
the economy would grow 0.3% in 2020, while others, including international bodies such as the
Organization for Economic Cooperation and Development and the International Monetary Fund, had
anticipated a contraction of up to 5%.
The 1.8% growth rate puts Turkey next to China as countries whose GDPs grew last year even as the
global economy contracted an estimated 4% and that of the European Union 6.4% due to the pandemic.
The Turkish economy had grown by about 1% in 2019.
Turkey’s achievement, however, is sort of a Pyrrhic victory, with hefty costs underlying the veneer of growth.
As many observers note, the growth rate was achieved through a slew of enforced conditions and at the
expense of augmented fragilities.
The coronavirus hit Turkey at a time when its economy was already ailing from a severe currency crisis in
mid-2018. Under the initial impact of the global pandemic, especially lockdowns paralyzing the services
sector, the Turkish economy shrank nearly 10% in the second quarter. Despite the risk of refueling the
contagion, Ankara relaxed the restrictions in June to warm up the economy, pinning hope also on the
tourism season. The government directed public banks to further loosen credit taps and prodded private
lenders to follow suit. The loan volume expanded 40% over a year.
The central bank, meanwhile, stepped up moves to prop up the lira and suppress foreign exchange prices
through “back-door” hard-currency sales that lacked transparency and continue to stoke political rows
between the government and the opposition. The sales, which had begun in 2019, resulted in a $128 billion
drain in the central bank’s foreign reserves, forcing the bank to seek currency swaps to make up. As of 19
February, the bank had a negative reserve of $45 billion; that is, not even a dollar of its own.
The abundance of cheap credit proved effective in stimulating domestic demand in the second half of the
year, reviving the housing market and the sales of durable goods in particular. As a result, the country’s
GDP increased 6.7% from the same period the previous year. Yet the economy was already overheating
in September, with both inflation and the current account deficit increasing. The risky outlook stoked a
fresh rush for hard currency and gold, sending the lira to a record low of about 8.5 versus the dollar. Despite
a number of moves to cool the economy, the resurgent demand and investment spending led to a GDP
increase of 5.9% in the last quarter, bringing the overall rate for 2020 to 1.8%.
Nevertheless, Turkey began 2021 with deeper fragilities, including a 15% consumer inflation and a 25%
producer inflation. While the official unemployment rate stands at 13%, an alternative calculation based on
a broader definition encompassing those who have stopped looking for jobs out of despair puts the rate at
nearly 30%. In other words, the country’s GDP grew without any real job creation.
Loan repayments after the credit bonanza loom as another serious issue down the road. On the current
account front, Turkey posted a deficit of $37 billion last year in a sharp turnabout from a $6 billion surplus
in 2019. Some $25 billion of the deficit came from a boom in gold imports as Turks saw gold as a safe
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haven for their savings amid the slump of the lira. Such level of mistrust in the currency is another red flag
under the veneer of growth.
The cooling of the economy began only in November after Ankara replaced its central bank governor and
treasury minister. The central bank hiked interest rates several times, leading the lira to regain ground and
rise to about 7 versus the dollar. Turkey's risk premium also improved, falling to the region of 300 from
more than 500 basis points. Foreign investors began to return to the Istanbul stock exchange, contributing
further to the recovery of the lira. Yet neither inflation nor the current account deficit relented.
In a reminder that such fragilities should not be underestimated, global economic jitters in the last week of
February caused the Turkish lira to tumble faster than the currencies of peer emerging economies and fall
back to about 7.45 versus the greenback.
Finally, the devaluation of the lira means that Turkey’s GDP has decreased in terms of dollars. The price
of the dollar increased 18% in 2019 and about 24% in 2020. Accordingly, the country’s GDP was worth
$717 billion last year, $43 billion less than what it was worth in 2019, and GDP per capita amounted to
$8,599. It was the third year in a row in as many years under Erdogan’s executive presidency that the
country’s GDP decreased in terms of dollars, with GDP per capita shrinking by some $2,000 since 2017.
Whether Turkey retains its place among the world’s 20 largest economies remains to be seen, pending on
the GDP data of other nations. (Al-Monitor 01.03)
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