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Preface

The Arab Monetary Fund has adopted a strategic approach to develop its programs
and activities in order to enhance its role in serving the Fund’s member countries,
taking into account policy directions and development needs and priorities in the
Arab countries.

The Fund seeks, through its strategy covering the period 2015-2020, to achieve a
number of priority goals for its member countries, which are linked directly and
indirectly to the Sustainable Development Goals 2030.

The objectives embedded in the Fund’s strategy include supporting economic
reforms in the Arab countries, enhancing financial inclusion, contributing to
capacity building and development in the member countries, and helping its
member countries achieve sustained and inclusive development.

Abdulrahman A. Al Hamidy
Director General Chairman of the Board
Arab Monetary Fund
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The Arab Monetary Fund (AMF) is a regional financial Arab organization founded
in 1976. The Fund’s mission is to lay the monetary foundations of Arab economic
integration and accelerate the process of economic development in member
countries”. It aims to achieve a number of objectives including correcting
disequilibria in the balance of payments of member countries, removal of
restrictions on current payments between member countries, establishing policies
and modes of Arab monetary cooperation, advising on policies related to the
investment of financial resources of member countries in foreign markets,
promoting the development of Arab financial markets, and paving the way
towards the creation of a unified Arab currency.

The AMF has adopted a medium-term strategy covering the period 2015-2020,
with the aim to support reforms to sustain macroeconomic stability in Arab
countries, enhance access to finance through expanding banking and financial
services, strengthening the pivotal role of the Fund as a platform for consultation
amongst policy makers, in addition to strengthening the role of the Fund as a
center of excellence for knowledge, expertise, technical advice and capacity
building.

In pursuit of its mandated activities, the AMF contributes directly or indirectly to

the achievement of the Sustainable Development Goals 2030 (SDGs 2030). The
AMF activities are particularly linked to the SDGs of ending poverty, achieving
gender equality, promoting inclusive and sustainable economic growth,
employment and decent work for all, reducing inequality within and among
countries, and revitalizing the global partnership for sustainable development
(Goals 1,5,8, 10 and 17). The Fund’s activities, with its marked outreach and
wide coverage, may have also positive impact on the achievement of other SDGs.

(1) The Fund’s member countries are Jordan, United Arab Emirates, Bahrain, Tunisia,
Algeria, Djibouti, Saudi Arabia, Sudan, Syria, Somalia, Iraq, Oman, Palestine,
Qatar, Kuwait, Lebanon, Libya, Egypt, Morocco, Mauritania, Yemen, and Comoros.
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The AMF supports the efforts of its member countries to achieve SDGs 2030 in
different ways, including supporting economic reforms, enabling a conducive
environment for small and medium enterprises (SMEs), enhancing financial
inclusion, and contributing to capacity development and building in Arab
countries.

First: Supporting Economic Reforms in the Arab Countries

The Fund’s lending activity is an important mean to achieve the Fund’s mandate
of supporting reform efforts in the member countries, with the aim of improving
the efficiency of resource employment and supporting economic and financial
stability. The lending activity is ingrained in the Fund’s medium term strategy
covering the period 2015-2020, and hence assumes a central role in realizing the
Fund’s strategic vision, which aims to strengthen economic stability and support
inclusive and sustainable growth in the Arab countries, and helping to improve
living standards and achieve SDGs 2030.

The Fund offers a range of loans and facilities on concessional terms for different
maturities. The provision of such facilities involves extensive consultations with
the authorities in borrowing country in order to reach agreement on appropriate
economic policies and reforms. The Fund loans and facilities are twofold. The first
category addresses balance of payment imbalances and support macroeconomic
reforms in member countries. This type of facilities was initiated since the inception
of the Fund’s lending activity in 1978. The second type of loans introduced later
on, and designed for member countries that have achieved progress in
macroeconomic stability, supporting reform programs at the sectoral level,
particularly the financial and banking sector and the public finance sector.
Recently, the Fund introduced a new facility to support reforms aiming at
promoting the business environment for SMEs. Developments in the Fund’s
lending toolkit reflect to a large extent the Fund’s keenness to respond to economic
developments and changing needs and priorities, with a view to improve resource
use efficiency and achieve inclusive and sustainable growth in member countries.
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In this context, the Fund is keen that the programs it supports at the macro or sectoral
levels, cover a wide range of reforms aiming at strengthening social safety nets,
increasing support to the poor and disadvantaged social groups, enhancing women
access to finance, rationing tax exemptions and widening tax umbrella to ensure
fair tax systems, promoting equitable distribution of income, in addition to reducing
the size of the informal sector in order to improve the work and living conditions
for those who are engaged in informal activities, particularly micro, small and
medium enterprises. By and large, the reform programs supported by the
Fund’s lending activity seek to achieve the ultimate objectives of alleviating
poverty, reducing unemployment rates, enhancing inclusive and sustainable
growth, and supporting social equity.

It is worth noting that the Fund extended in 2016 three new loans to its borrowing
member countries for a total amount of AAD 104.1 million (about US$ 437.3
million). This increased the total number of loans extended by the fund to its
member countries since the inception of the lending activity in 1978, to 177 loans
for a total value of AAD 2.1 billion (about USS$ 8.6 billion), as of end 2016.

Second: Enabling a Conducive Environment for SMEs

The role of SMEs in promoting economic development and improving living
standard has significantly grown in both developed and less developed countries
by 1970s, due to remarkable global shifts that led toward more reliance on
production inputs provided by SMEs as a key link in the supply chain.

These shifts clearly reflected the emergence of less expensive and more flexible
new methods of production as a result of a more globalized labor and product
markets, in addition to the new business opportunities created by a tendency of
large enterprises to practicing business outsourcing. Moreover, growing youth
unemployment in many countries and spreading of entrepreneurship culture
worldwide contributed to the trend of establishing SMEs to foster growth and
reduce unemployment rates.
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SMEs demonstrated a remarkable capacity to innovate, compete and adapt
to market conditions, compared to large firms. This qualifies SMEs to play a
significant role in global supply chains and employment creation, thus becoming an
important vehicle for development in a number of countries.

Developing SMEs is considered to be a policy priority in many emerging and
developing economies in view of the role SMEs can play to support crucial
development goals including diversifying output, increasing per capita income,
reducing unemployment, and alleviating poverty particularly in rural areas.

Likewise, a number of Arab countries demonstrated increasing reliance on SMEs
as engine for growth, on the background of the high unemployment rates in the
Arab region particularly youth unemployment which is more than the double of
the world average rate. Despite the large number of programs implemented to
support SMEs in the Arab countries, their contribution to output and employment
remained relatively modest compared to potential levels.

SMEs contribution to GDP in a number of Arab countries is between 30 to 99
percent, with lower contribution for oil exporting countries and higher for
countrieswith more diversified economies, compared to an average contribution of
33 percent recorded for developing countries. SMEs contribute 20 to 40 percent of
employment in the formal sector in Arab countries, compared to an average of 45
percent for developing countries.

The AMF, within the framework of its mandate of promoting economic and social
development in its member counties, plays a significant role to assist the member
counties in their efforts to achieve sustainable development goals, by tailoring its
support for member countries in an effective way as they pursue reform programs
aiming to create a conducive environment for SMEs, recognizing the key role of
SME:s in creating jobs, accelerating growth, and reducing income inequality.
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On the background of global financial crisis and fluctuations in primary
commodity prices, the need for reforms in Arab countries to support inclusive
growth and create jobs has become more pressing, with reforms designed to support
an enabling environment for SMEs placed at the forefronts of reforms agenda. That
includes strengthening legal and regulatory frameworks enhancing SMEs access
to finance and markets domestically and internationally.

In line with the growing global and regional recognition of SMEs contribution
and their critical role in promoting inclusive growth and creating jobs, the AMF
has recently established a new facility to support reform efforts in its member
countries geared to creating an enabling business environment for SMEs, as
mentioned earlier. In this respect, the Fund puts its technical expertise and
financial resources at disposal for its member countries to help them pursue required
reforms to promote SMEs activities in order to achieve sustainable and inclusive
development.

Third: Supporting Opportunities to Enhance Financial Inclusion

Strengthening the financial inclusion is one major focus of many governments
and supervisory authorities across the world, given the transformative impact of
financial inclusion and its critical importance in fostering sustainable growth,
creating employment opportunities, reducing inequality, and maintaining
financial stability.

Financial inclusion also entails a social aspect in terms of the pivotal goal of
extending financial services and products to segments of the population such as
limited income groups, women, youth, and SMEs, in order to reduce the informal
sector, improve income distribution, alleviate poverty, and create jobs, thereby
supporting sustainable economic and social development.

The Arab countries have given special attention to financial inclusion, in light of
the large opportunities created by enhancing the access of a wide segment of the
population in the Arab countries to financial services,
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which would in turn support governments efforts to create jobs and reduce
unemployment rates.

In this context, the Fund supports the promotion of financial inclusion in the Arab
countries through a number of activities as follows:

A. Regional Financial Inclusion Task Force: To capitalize on financial inclusion
efforts and experiences across the region, the Arab Monetary Fund has
established in 2013, under the umbrella of the Council of Arab Central Banks
Governors a regional Financial Inclusion Task Force, which is mad up of
representatives from Central Banks in AMF members’ countries. The main
pillars of the Task Force mandate includes: (i) to take an active role in
developing Financial Inclusion strategies across Arab region; (ii) to contribute
to Financial Inclusion policies or measures; (iii) to facilitate knowledge
exchange and analyze the various pathways to improve Financial Inclusion
at domestic and regional levels; (iv) to apply international best practices or
adapt them to the specificities of the Arab world; and (v) to promote Financial
Inclusion measurement and indicators as well advancing gender equality
and consumer protection.

B. Financial Inclusion in the Arab Region Initiative: In Addition to the
Regional Financial Inclusion Task Force, the AMF has developed a
comprehensive initiative to promote financial inclusion in Arab countries. The
initiative aims to improve financial inclusion indicators in the Arab region,
especially the financing of small and medium enterprises, which would
contribute in supporting the overall economic and social development
opportunities. The scope of the initiative covers a wide range of relevant
financial inclusion policy domains, including:

» Technical Assistance to support building national financial inclusion strategies;

 Provide technical support to promote digital financial services and institutional
innovation across Arab countries;

» Support expanding access to financial services for MSMEs;

* Promote financial literacy and education in the Arab region;
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» Support building capacity in the field of consumer protection;

* Enhance the availability of financial inclusion data to support
evidence-based policy making;

» Support women and youth’s financial inclusion;

» Strengthen core financial infrastructure that allows for greater financial inclusion.

C. Technical Assistance Initiatives in the Financial Sector: The AMF is
providing technical advice to Arab countries to strengthen their financial
sector through a range of initiatives, in cooperation with regional and
international financial institutions. The most important of these initiatives,
includes (i) the Arab Credit Reporting Initiative, (ii) Arab Secured
Transactions Initiative; (iii) Arab Payment Initiative, (iv) Arab Debt Market
Initiative. There is no doubt that these initiatives and the availability of
technical assistance and advisory services to Arab countries contribute to
improving Arab financial market infrastructure aiming at promoting access to
finance and financial services, and thus ultimately advance financial inclusion
objectives.

Arab Financial Inclusion Day: The Arab Financial Inclusion day (27"
of April (Nisan) annually) aims to contribute in raising awareness of the
importance of financial inclusion amongst all stakeholders in the Arab
countries. This also comes in the context of thoroughness given by Arab
countries to achieve the Sustainable Development Goals by 2030 and ensure
access to a full range of quality, cost-effective and appropriate financial
services to unbanked and/or under-served populations and businesses in the
Arab countries.

Fourth, Capacity Building and Development

The AMF recognizes the important role human capital plays in economic and
social development. Therefore, it devotes considerable resources and expertise to
enhance capacity building and development in the Arab countries in order to
support their efforts to face different challenges. In this context, the Fund’s
provides training services by its Economic Policy Institute to improve skills and
build capacity in areas pertaining to
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economic, fiscal and monetary sectors, with the training courses and related
events basically targeting government officials in the member countries.

The training activity well serves the Fund’s strategic objective of being
recognized as a leading center for training and capacity building in the Arab
region. To achieve this purpose, the Fund works to expand its training activities
and programs to cover issues that have great bearing on governments efforts to
achieve sustainable and inclusive development. The training programs spelt out
in the Fund’s strategy focus, inter alia, on structural and economic reforms,
macroeconomic policy design and implementation, and issues related to
economic diversification.

The Fund continues to enrich its training programs and technical support through
cooperation with other regional and international institutions and relevant bodies,
and through improving methods of delivering training courses such as E-learning,
by utilizing the internet and modern communication and multimedia.
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Appendix
Sustainable Development Goals 2030

1. End poverty in all its forms everywhere.
End hunger, achieve food security and improved nutrition and promote
sustainable agriculture.

N

Ensure healthy lives and promote well-being for all at all ages.

Ensure inclusive and quality education for all and promote lifelong learning.
Achieve gender equality and empower all women and girls.

Ensure access to water and sanitation for all.

Ensure access to affordable, reliable, sustainable and modern energy for all.
Promote inclusive and sustainable economic growth, employment and decent
work for all.

XN AW

9. Build resilient infrastructure, promote sustainable industrialization and foster
innovation.

10. Reduce inequality within and among countries.

11. Make cities inclusive, safe, resilient and sustainable.

12. Ensure sustainable consumption and production patterns.

13. Take urgent action to combat climate change and its impacts.

14. Conserve and sustainably use the oceans, seas and marine resources.

15. Sustainably manage forests, combat desertification, halt and reverse land
degradation, halt biodiversity loss.

16. Promote just, peaceful and inclusive societies.

17. Revitalize the global partnership for sustainable development.
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Copies of publications issued by the Arab Monetary Fund
may be requested from:*

Arab Monetary Fund
P.O. Box 2818
Abu Dhabi, U.A.E.
Tel. : (+9712) 6215000
Fax : (+9712) 6326
E-mail: publications@amfad.org.ae

*Available in PDF format at www.amf.org.ae
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Publications on Arab Monetary Fund:

= Arab Monetary Fund: Establishment, Objectives and Activities, 2017.

= Arab Monetary Fund: Technical Assistance, 2017.

= Arab Monetary Fund: The Lending Activity, 2017.

= Contribution of the Arab Monetary Fund to the Development of Arab Capital
Markets, 2003.

= The Arab Committee on Banking Supervision: Origin and Purposes, 2003.

= Economic Policy Institute: Objectives and Activities, 2016.

= Arab Monetary Fund Publications Catalog 1980-2016.

= The Role of Arab Monetary Fund in Achieving Sustainable Development
Goals 2030.
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