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Foreword

MENA ECONOMIC DEVELOPMENTS AND PROSPECTS 2006

2005 was a year of major developments in the Mid-
dle East and North Africa (MENA) region. A few
events made international headlines during 2005:
oil prices hitting record levels, the continuing tur-
moil in Iraq, building tensions regarding the nu-
clear policy of the Islamic Republic of Iran, the af-
termath of political upheaval in Lebanon, and the
uncertain political situation and aid implications in
the West Bank and Gaza. But many of the develop-
ments that have not made headlines—the deterio-
rating impact of high oil prices on nonoil producers
in the region, increasing moves by oil producers to
channel windfalls into longer-term assets, and
progress with structural reforms—have been just as
important in determining the direction of the
economies in the MENA region.

With oil prices continuing their soaring advances,
the efficiency with which the region channels its oil-
related resources into the real economy will depend
critically upon the region’s financial sectors. It is thus
particularly opportune to examine the state of the

region’s financial systems and to understand how
they contribute to growth, promote efficiency, and
enhance productivity: through corporate gover-
nance, through savings mobilization, and through
their ability to protect against systemic shocks.

This is the second volume in a new series of an-
nual reports on the MENA region. Its aim is to shed
light on recent key economic developments in the
region and the forces underlying the region’s eco-
nomic outcomes. It analyzes the region’s medium-
term growth prospects, given global forecasts, and
(building on last year’s issue) the report continues
to chart the region’s progress in implementing
comprehensive structural reforms for longer-term
growth. Also, in this second issue, the important
topic of MENA’s financial markets is highlighted to
understand how financial systems are poised to
meet some of the region’s development objectives.
As always, it is hoped that the report deepens the
understanding of the region’s development
progress, prospects, and challenges.
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