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Buoyed by the oil boom, Algeria is enjoy-
ing unprecedented macroeconomic sta-
bility and financial prosperity. With a
$60bn public spending plan targeting
housing, transport and water infrastruc-
ture, as well as education and training,
Algeria is taking bold steps to lay the foun-
dation for sustainable growth. Economic
liberalisation has also succeeded in attract-
ing much-needed foreign investment.
Algeria will need to upgrade its public
management to make the best of this ambi-
tious programme.
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With only three companies quoted
and low trading activity, the Algiers
Stock Exchange, created through a
government initiative, appears to be
a flyweight among regional markets.
Market capitalisation has recently
reached $1.4bn, however, and
growth is being further propelled by
a series of fresh bond issues and ini-
tial public offerings slated for the
end of 2006.

Algeria’s insurance sector still lags far behind its neighbours with revenue well
under 1% of GDP, but sector modernisation is well underway. Privatisation
should soon follow suit. Sector players will need to raise the general public’s
awareness and develop new products – especially in life insurance – if the sec-
tor is to live up to its potential.

The sector is set for growth in the
coming years, with the massive 2005-
09 government spending plan focus-
ing on transport and infrastructure.
Algeria is gearing up to build a 1200-
km highway, an underground net-
work and a new international airport
in Algiers, as well as to upgrade the
country’s decrepit rail system. The
sector, aside from aviation, has been
opened to private investment.

The current state of the banking sector is a
significant hindrance to investment and growth,
despite excess liquidity to the tune of $10bn.
As Algeria enters a new period of stability,
the government has engaged in an overhaul
of the sector and the privatisation of some
state-owned banks, which comprise some
90% of the market.

Oil prices have reached
dizzying heights. With the
global race for resources
showing no sign of abating,
the country is working hard
to attract foreign investment
in the energy sector with its
new hydrocarbons law, as its
gas and oil reserves remain
surprisingly under-explored. 
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Increasing pressure on the press and defi-
ciencies in editorial training have led to
a decline in print media quality over the
past 15 years, even as advertising rev-
enue has improved finances. Broadcast
media remains a state monopoly but has
held its own in the face competition from
satellite television, while freedom of the
press remains on the backburner.
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Food subsistence is the ultimate goal of agri-
cultural reforms. The largest Mediterranean
importer of food produce from the EU, moves
to further liberalise the sector have been met
with disdain. A lack of processing infrastruc-
ture further plagues modernisation efforts. Alge-
ria will need to find a niche market to prosper
in the face of competition from its neighbors.

Once a sub-cultural phenomenon venting the frus-
trations and angst of Algerian youth, rai has since become
a global music sensation. Originally performed during
French colonial rule in 1950s Oran and emerged in
the 1980s with a blend of modern production and
traditional melodies that conveyed the trials of the
era, opening a sphere for youth to openly discuss
taboo subjects. It remains Algeria’s most celebrated
form of cultural expression.

The sector has improved following the entry
of a third mobile operator and is now the
fastest growing in the Mahgreb. It is hoped that
a second fixed-line licence will stimulate fur-
ther growth. Competition has taken prece-
dence over network development and service
quality. Despite the presence of major inter-
national GSM service providers, more invest-
ment is needed to reach regional standards.

Long a key contributor to Algeria’s
GDP, industry is set to benefit from
a healthy injection of government
spending, attracting foreign invest-
ment, improvement of capital and
fresh training of the local work-
force. Yet with WTO accession set
for 2006, the administration clear-
ly needs to make industry more
business-friendly.
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