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1.  Headings of paragraphs 3-8 reflect goals in the Coalition Provisional Authority’s Strategic Plan.

 

2.  HIGHLIGHTS

 

--  Oil for Food Program Shifts to CPA Without Problems

 

--  Trade Bank Opens without Fanfare  

 

3.  BUILD FINANCIAL MARKET STRUCTURES

 

Formulation of Monetary Policy:  A joint CPA / Central Bank of Iraq (CBI) Task Force has been formed to develop a monetary policy framework for Iraq to be discussed with the IMF at a meeting in Amman on December 5.  It is the intent of the Task Force to: (1) define CBI monetary policy objectives, (2) establish an anchor that will guide monetary policy decisions and help to stabilize expectations among the money-holding public, (3) project monetary flows that will affect liquidity, interest rates, inflation, and the exchange rate, and (4) target a growth path for the money supply consistent with CBI objectives. The Task Force anticipates that, for at least the next six months, Iraq’s primary monetary policy tool will remain the daily dollar / dinar auction conducted by the Central Bank, but also anticipates that the Iraqi government securities market may be active enough by late 2004 to be a useful monetary policy tool as well.

 

Currency Auctions:  The settlement price at the Central Bank foreign exchange auction had eased down over the past week to ID1955 per dollar on November 16.  Last week, the Central Bank abandoned its strategy of trying to prevent the dinar from softening while also reducing the percentage of bids filled.  After a few days of adjustment, the demand for dollars returned to the average level observed over the previous few weeks. 

 

Currency Exchange:  As of 18 November the Iraqi Currency Exchange has received NID 5.328 trillion of the 6.36 trillion total.  Of this amount 2 trillion will be used for reserves.  Also NID 2.834 trillion is in circulation or nearly 65% of the 4.36 trillion total.  The exchange has completed one month of the three month period (15 Oct 2003-15 Jan 2004). 

 

Revision of the securities law and reestablishment of the Baghdad Stock Exchange:  The Financial Services Volunteer Corporation (FSVC) is drafting an interim set of changes to the existing Iraqi securities law and Stock Exchange Regulations, which it will be discussing with CPA’s General Counsel and Iraqi experts.   FSVC has also drafted a comprehensive new securities law, which has been circulated for comment to the World Bank, IMF and Baghdad Stock Exchange officials.

 

4.  PROMOTE PRIVATE BUSINESS/SMALL AND MEDIUM ENTERPRISES

 

SME Loan Program:  CPA has recently expanded the Small and Medium Size Enterprise loan program to $250,000 for up to five years to provide for the growing demand for capital equipment, new construction and war-damage repair of plant and equipment. Since SME lending operations began September 1, 2003, banks have provided $ 5.7 million in loans to approximately 200 Iraqi small and medium sized private businesses. 

 

WTO Observer Status Request:  The Ministry of Trade will send a delegation to Geneva in early December to discuss Iraq’s interest in applying for observer status to the WTO.  Iraq will probably apply late in December or early 2004.  The group will also go to Brussels to discuss Iraq-EU trade relations.

 

5.  REMOVE SUBSIDIES/DEVELOP SOCIAL SAFETY NET

 

Oil for Food Transition:  The November 21 handover of the Oil-for-Food Program from the UN to the CPA was marked by a smooth transition.  In the North, a handover ceremony took place that transferred responsibility from the UN agencies to local authorities of 159 priority projects valued at USD 750 million.   Following the handover, actual project implementation will be done by local ministries, to be coordinated by an Office of Project Coordination in Erbil.  In the center/south, the Oil-for-Food Coordination Center began operation on the transition date.  The Coordination Center consists of approximately 30 staff drawn from both the Iraqi ministries and CPA, including experts in transportation/logistics, communication, and security.  Iraqi ministries will form the nucleus of the Coordination Center.  The center provides oversight of the movement of OFF goods both inside and outside Iraq.  This coordination cell will correspond on a daily basis with border authentication points and foreign transshipment locations.  CPA is providing security through a private firm whose personnel will work with Iraqi security and CJTF-7.  The private security firm will protect key convoys along the delivery routes, working closely with a “Command and Control” unit in the Coordination Center.  The Center’s staff will also function as overall trouble-shooters, addressing any problems that might arise during the delivery of OFF goods.  

 

Reform of the Electric Power System:  CPA is reviewing hundreds of projects in generation, transmission, distribution, control, security and other areas for funding.   A master plan for the entire electricity sector is being coordinated.  Related financial issues are also being considered.  The Ministry of Electricity’s  (MEE) highly subsidized tariffs are too low to cover fuel or capital costs and a more realistic tariff structure is being proposed.  In the interim, the resumption of meter reading, billing and collection of utility bills is being scheduled.  A financial management information system is being set up to facilitate rational economic decision making and to maximize financial performance of the entire electrical sector.  International Accounting Standards will be implemented to achieve auditable and transparent financial statements.  This Management Information system to measure economic performance is to be commissioned by June with a budget of $30 million.

 

 6.  IMPLEMENT POLICY TOWARDS STATE-OWNED ENTERPRISES

 

Foreign Interest in SOE Leasing:  Numerous private sector firms are interested in participating in the first Leasing Program for 18 State Owned Companies (35 different plants), including the largest New Zealand dairy company operating in the Middle East   and a large Texas based investment firm.  Final closing date submission of  proposals is November 30, 2003.

 

Electricity for SOEs:  Ministry of Industry and Minerals officials are finalizing four contracts with private firms to obtain 330 MW of much needed electricity for nine critical industry plants, including cement, phosphate, and rubber and textiles.  Twenty qualified companies, out of 43 companies that presented bids, competed aggressively for the Independent Power Production (IPP) projects.  The Ministry plans to sign contracts with the finalists by November 22, 2003.

 

Looted Plant Recovered:  Ministry of Industry and Minerals protective officers, working with Coalition Forces and local Iraqi police, took back a Sodium Bicarbonate Plant in Garma after over a week of looting and exchanges of fire.  The Ministry is assessing damages and loss, and looking for ways to enhance security at this and other plants in the area located near Falluja.  

 

7.  LAY FOUNDATION FOR AN OPEN ECONOMY

 

Trade Bank Opens Quietly for Business Last Week:  The Trade Bank of Iraq currently has over $2 billion in confirmed lines for loans and guarantees.  The equity of the Trade Bank is $100 million of which $5 million is paid in capital.  The Bank’s first letter of credit is expected to be issued shortly. 

 

8.  RECONSTITUTE OIL INFRASTRUCTURE  

 

Iraq’s daily output stands at 2.1 million barrels per day (bpd).  Of this amount, 1.5 million bpd are exported each day.  Finally, revenues from oil production in the post-war period have grown to $3.1 billion.
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