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of monetary easing. The Chinese officials should also
exploit Yuan to double the efforts aiming at reforms and
restoring balance, rather than as a pretext for decline
and going backward.

On the other side, the collapse of the global economy in
2008, and continuing to tumble until late 2013 (with all
repercussions affecting oil prices in mid-2014, and the
Chinese stock exchange markets) and impacts of this
collapse lasted until 2015 on the other countries, which
have lost a great deal of the value of their assets, all these
factors must put the developing countries- including
the Middle East and North Africa — before an important
truth. That is, seeking to build up a sound, diversified
and balanced national economy largely relying on their
own economic capabilities and capitalizing on their
own resources. This must come with cautious economic
openness at times where crises take different shapes
and colors. This solution would doubtlessly help these
countries avoid many crises, and minimize losses that
they may find themselves vulnerable to.



Yuan Polices and Relationship with the USA

It is believed that if China interfered to further
devalue its currency, the US political support for the
commercial measures against China would gain more
momentum, leading the world’s two largest economies
to draw nearer to protectionism policies. Simply put,
the devaluation of the Chinese currency may fuel
the feelings among the key trade partners in the two
countries- particularly in the USA- observing that the
Congress has been threatening for years to impose
commercial sanctions on China’s exports. If such
sanctions are imposed, they will be considered as a
subsidy program allowing the American corporations to
seek charging higher compensatory fees on imports. In
brief, Yuan devaluation policies may even escalate the
war between the world currencies. At a time mainly
characterized by the need for monetary easing, the
devaluation of currency has become the pursuit of the
largest exporting countries, at the top of which is the
USA, Japan and now the EU.

Lessons of the Asian Financial Crisis

Beijing resorted to devaluating its currency during the
financial crisis in Asia in the period between 1997-1998,
a decision which was vital to halt the spread of infection
at that time. Hence, China should remain to follow this
direction today, especially in unrestrained environment
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the higher public spending would exacerbate the
budget deficit up to 14.4% of the GDP in 2015. The
Organization has added that financing such deficit
would result in erosion of the cash collateral of
the Kingdom- deemed to be a key supporter of the
Kingdom’s credit rating.

Oil Prices

On the other level, the demand by China for oil and raw
materials has also deceased due to a shift in investments
from the “receding” industrial sector to the markets
of stock and securities. The demand for oil and raw
materials further decreased due to the collapse of the
stock exchanges, resulting in declining shares of stock
combined with falling prices of long-terms contracts of
Brent crude by over two Dollars for the barrel. As such,
shares reached their lowest level in six and a half years.
Brent amounted to $43.60, while US crude fell by 3.3%
to settle at $39 a barrel. US light crude lost over 17% of
its value since the beginning of August, while Brent lost
over 16%. Note also that the price of oil barrel has fallen
from $150 in 2008 to $107 in the first half of 2014. The
fall in prices persisted until it reached the level stated
above. This is mainly prompted by the operations of the
Chinese factories having recorded the fastest decline
in six and a half years, leading consequently to a less
demand for oil by the world’s second largest economy.
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exercised more pressures on the revenues of hotels
and tourism sector.

3. Higherindebtedness for several countries, resulting
from the transfer of private loans to public debts
due to lower oil prices, amid a remarkable increase
in public spending on various sectors. This will place
a huge burden on the governments, and adversely
impact the social conditions, particularly after
declining investments in the social sectors- according
to some experts.

4. Experts suggest that if the Chinese crisis is limited
to a lower Yuan exchange rate, then the impact on the
economy of the UAE and other Gulf economies will
be positive as it would, on one hand, reduce the bills
of Chinese consumable and other types of products,
and on the other hand, decrease inflation rates. The
negative aspect of a lower-value Yuan is the fear from
dampening the said markets with cheap Chinese
products, whereby the emerging manufacturing
industries would be badly harmed.

5. Informed sources indicate also that among the
other reasons which affect the Gulf markets is the
decision by Fitch Rating, USA, revising its rating of the
credit classification of Saudi Arabia from positive to
negative. Fitch Rating has also forecast a substantial
deterioration of Saudi Arabia’s financial position,
making it clear that the recession of oil prices and
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$184 billion (Look the chart below), equivalent to 45%
of the total budgets projected for the current year by
the six governments of the GCC countries. It is worth
noting that the losses of the Gulf region’s stock markets
will impact on spending priorities of these countries.

Losses incurred by GCC stock markets

Other GCC
Qatar
10% —=—countries
e

6%

UAE
20%

Respecting the impact of the current Chinese crisis on
the GCC countries in general, such impact covers several
aspects, the most important of which are as follows”
1. A decline in the size of investments due to the
withdrawal by the Chinese individuals operating in
the region, and having to sell their investments in
order to meet their financial obligations in China
after the collapse of the stock markets there.
2. Less numbers of Chinese and Asian tourists to the
region because of the financial crisis and reducing
the value of Yuan. This fact pushed up the costs and



35 billion, recording the lowest level since February this
year. It is to be noted that a quarter of South Korea’s
exports is dispatched to China, which instigates even
more losses to the South Korean economy.

Impact of the Chinese Crisis on Europe

Late August, Asian stock markets have fallen to their
lowest levels in three years because of the slowdown
of China’s economy, and incurred the biggest daily loss
since the global financial crisis of 2009. The European
stock markets have opened with a sharp decline
recording their weakest levels in 7 months, while the
prices of oil and commodities have also dropped due to
fears of investors from lower rates of China’s economic
growth- a key driver of the global economy. German
DAX index dropped by 3.15%, French CAC index by 3.57,
British Financial Times index by 2.6%, while Eurofirst
index (index of the biggest European companies) has
lost 2.8% of its value.

Impact of the Chinese Crisis on GCC Countries

Facts on the ground indicate huge losses for the Gulf
stock markets. Saudi stock market lost around $118
billion, equal to half of its prospective budget for 2015,
followed by the UAE’s stock market with a $36 billion
loss, and finally Qatar with $18 billion loss. The collective
losses of the Gulf stock markets have been estimated at
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collapse of stock markets in the GCC countries, Egypt,
the Middle East, North Africa, east and south-east of
Asia, Europe and the two Americas.

Impact of the Chinese Crisis on Japan

Japanese decision-makers anticipated that the negative
effect of the Chinese crisis would cause the economy
of Japan to shrink by 1.6%. Hence, Japan’s exports
were down by 4.4%. The industrial outputs have also
decreased, combined with an increasingly sharp
recession in the real estate sector. The Chinese crisis had
also an adverse effect on the immediate investments
of other Asian economies. Profits of companies have
dropped, weakening also confidence. Japan still
believes that the decline of its exports and industrial
production is only temporary. This belief is upheld by a
record five-month rise thanks to an increase in demand
in June for Japanese cars and electronic products.
The slowdown of the Chinese economy has further
impacted South Korea’s exports causing them to drop
rapidly in recent time due to a slow external demand
which forms the focus of its production. Statistics
released by the Ministry of Commerce in South Korea
showed that the exports of the fourth largest economy
in Asia have decreased in August by 14.7% at the rate
of $39.3 billion, recoding the lowest level since August
2009. Imports also decreased by 18.3% at the rate of $



The higher profits achieved by investors in stock markets
helped to attract more investments thereto, resulting
in reducing China’s economic growth rates in general,
and the industrial production in particular. So, profits
have also decreased. To remedy the new situation, the
Chinese government has taken a decision to prevent
every chairperson owning 5% of their company’s shares
from selling such shares until the lapse of six months.
This decision has frozen a large quantity of shares. The
decision has also prohibited issuing new shares. Hence,
for these and other reasons, prices of shares have fallen
down. And as a result of excessive offering of shares,
and the investors’ hastening to sell their shares, a
state of horror spread over, and a tough competition
at selling operations took place, finally leading to a
sharp reduction in share prices, and the collapse of the
Chinese stock markets. China’s economy was ultimately
exposed to around $3.2 Trillion in losses.

On both the regional and global levels, observers
understand very well that the world has become
more connected than ever. And since the majority of
investors, whether regional or global, own investments
in different parts of the world, particularly in China,
foreign investors directly followed suit as the Chinese
investors started selling their shares, fearing a repetition
of the 2008 global financial crisis. This resulted in the
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China’s stock markets were exposed, three weeks
ago, to a huge loss, estimated by specialists at $3.2
Trillion within 27 days. By simple comparisons, this
loss represents ten times the debts of Greece, which
amounted to $325 Million, and is equivalent to the UK’s
GDP in 2014.

The Chinese Crisis, or the so-called Chinese Bubble,
is ascribed mainly to the extravagant tendency of the
Chinese investors and savers to buy securities and
shares of stock, stimulated by the promise of China’s
president and the intent of the Chinese people to
make China a super power, and to increase its GPD
and individual income within a short span of time so
as to become among the higher GPDs and incomes
worldwide. Individual investors — many of them are new
comers to the market- were, thus, allowed to engage
in marginal trading (short buying by using borrowed
funds) encouraged by the Chinese government, media,
and various social networks. As such, over 90 million
Chinese people -nearly equal to the population of Egypt
— were admitted to stock markets, two thirds of them
have already had knowledge and sufficient expertise in
financial markets and prices of shares and securities.
This has, in turn, created additional demand for shares
and securities, pushing up their prices in an unusual
way.
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Pioneer in the performance to build a
competitiveness and sustainable economy.

Mission
To regulate, monitor, support and promote the
economic activity in order to boost competitiveness,
creativity and stimulate comprehensive and
sustainable economic development, embracing
transparency and mutual respect in the way we deal
with our partners, and relying on qualified national
cadres and efficient systems and techniques.
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