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I. INTERNATIONAL ENVIRONMENT

The world economy was affected in 2008 by record high commaodity prices (especially for oil
and foodstuffs) which then fell somewhat starting in the summer. The other major influence
was fallout from the international financial crisis, which became more acute starting in mid
September. This crisis, the most serious since the great economic depression of the 1930s,
started with turbulence on the US financial market that began more than a year ago as high
risk mortgage loans (subprime) failed, leading to bankruptcy at major financial institutions,
especially those overly committed to financing the real estate loans with a high level of
securitized claims.

Already in March 2008, the US Federal Reserve intervened to save the business bank Bear
Stearns, while the governmental mortgage refinancing structures Freddie Mac and Fannie
Mae (that guarantee almost half of all mortgages in the United States) had to be put under
the supervision of the US Treasury.

After the fourth business bank (Lehman Brothers) went into bankruptcy in September 2008,
the financial crisis took on unprecedented proportions, spreading to financial markets in other
developed countries (especially European countries) as well as emerging and even
developing countries, leading to a truly global financial crisis. The result was a sharp drop in
the value of financial assets and loss of confidence in the solvency of financial institutions as
liquidity dried up and interest rates rose markedly on interbank markets.

Faced with this situation, governments and monetary authorities (especially in developed
countries, first and foremost the United States) had to intervene individually or in a concerted
manner, injecting a significant level of liquidity, reducing key interest rates, selling off risky
assets, and increasing guarantees on bank deposits and commitments, going so far as to
use public funds to recapitalize banks in trouble.

But these measures were not enough to stabilise financial markets and restore investor
confidence. Thus the repercussions of the financial crisis spread throughout the real
economy and to countries throughout the world, although to different extents. These included
tougher loan conditions, a drop in world trade in goods and services, lower consumer and
business confidence, and considerable loss of value on international stock markets.
Industrialised countries experienced recession starting in the third quarter of 2008 and
governmental authorities in these countries had to come up with extensive budgetary
recovery plans capable of bringing about economic recovery and setting right financial
systems.

Even if certain emerging and developing countries were not directly affected by the financial
crisis thanks to fairly sound fundamentals, they could not avoid certain indirect effects,
notably falling international demand, a dip in commodity prices after hitting record levels
(especially crude oil prices that approached $150 a barrel in mid July 2008), lower inflows of
foreign capital, and a sharp increase in spreads on sovereign and corporate bonds. Thus
countries with domestic and external imbalances had to count on the financial assistance of
international institutions, notably the International Monetary Fund (IMF), while others had to
launch measures to support and boost their economies. In this context, some 3,200 billion
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dollars were mobilised around the world to bail out banks and boost the economy to avoid
collapse of the international financial system and a recession on the scale of the 1929 crash.

Given these various developments, the world economy could not help but suffer a sizeable
downturn in 2008, posting a growth rate of 3.2% vs. 5.2% in 2007. Falling international
demand, along with drying up of bank loans and falling stock market prices were hard on
major corporations and caused bankruptcy at small/medium sized businesses. This situation
led to a wave of staff dismissals, especially in the sectors hardest hit by the crisis such as
finance, construction, and automotive industries, with world unemployment rate up from 5.7%
in 2007 to 6% in 2008. Furthermore, falling demand (especially in developed countries) in an
environment of lower economic activity meant considerably slower growth in the volume of
world trade of goods and services, down from 7.2% in 2007 to 3.3% in 2008.

In line with the drop in commaodity prices, there was easing of inflation over the second half of
2008, following record peaks in July. This development allowed for more flexibility for central
banks to ease monetary policy in a significant manner.

TRENDS IN CERTAIN WORLD SITUATION INDICATORS (in %)
12 - 12

2004 2005 2006 2007 2008

World growth == — Worldwide inflation - = = = World trade of goods in volume

International investment flows were affected by slowing world economic activity, tougher loan
conditions, and lower profits, especially at major business groups. In effect, world flows
of direct investment went down by 14.5% in 2008, amounting to 1,659 billion dollars vs.
1,941 billion the year before, with variations from one region to another.

In developed countries, external investment flows went down by a high 25%, mainly in the
countries of the European Union and Japan, with share in world total down from 69% in 2007
to some 60% in 2008. But in emerging and developing countries, inflows of foreign direct
investment went up by 9.6%, with significant increases in Africa (34.7%) and to a lesser
degree Latin America (9.4%).

Stock markets were hard hit starting mid September 2008, affected by growing fears about
the soundness of the international financial system and the risk of transmission of the
financial crisis to the real economy, as major business groups started showing lower
earnings and the risk of bankruptcy grew. After an eventful 2007 and steady growth since
2003, the major financial centres suffered in 2008 from the impact of the world economic
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downturn, closing for the year with a sizeable drop in quoted shares of some 30,000 billion
dollars. Stock market indexes between end 2007 and end 2008 fell by 65% in Shanghai,
52% in Amsterdam, 42% in Paris and Tokyo, 34% in New York, and 31% in London.

International foreign exchange markets in 2008 were marked by strong appreciation of the
euro against the US dollar, reaching a record level of 1.6038 dollars to the euro in mid July.
This was due mainly to the widening differential in key interest rates between the Euro Zone
and the United States. Over the closing months of the year, the dollar appreciated against
the euro, taking advantage of its status as an international reserve currency as well as the
currency used for settlement of a large portion of trade and financial transactions worldwide.
Furthermore, investors turned to US Treasury bonds as a safe investment in a climate of
troubled financial markets. Thus after a long run of appreciation in 2008, the euro closed for
the year on a downturn of some 5% against the dollar.

The Japanese yen gained considerable value in 2008, up by some 17% against the US
dollar. This appreciation was due in particular to the outcome of carry trade transactions,
which consist in financing investment in currencies with high interest rates from borrowings in
currencies with low interest rates such as the yen. But it should be noted that these
transactions were less attractive in an international context marked by high volatility on
financial and foreign exchange markets and by deteriorating economic prospects.

A. WORLD ECONOMIC GROWTH

Influenced by soaring commaodity prices (notably for energy and foodstuffs) and the impact of
the world economic and financial crisis, economic activity in developed countries grew at a
considerably slower pace in 2008. Certain countries even went into recession, and the
growth rate for this category of countries as a whole came to just 0.9%, down from 2.7% in
2007. Emerging and developing countries also posted a lower economic growth rate : 6.1%
vs. 8.3% in 2007.

The US economy grew by just 1.1% in 2008, down from 2% the year before. This rate would
have been even lower if it had not been for good performance over the second half of the
year thanks to the 152 billion dollar economic recovery package introduced at the beginning
of the year, before the economy entered into recession in the third quarter. Lower household
consumption led to slower growth as prices went up, jobs were lost, credit dried up, and
wealth turned negative due to the lower value of financial and real estate assets.

Moreover, corporate investment continued to drop, especially in the housing sector, marked
by higher unsold properties and tougher conditions for mortgages. Companies also reduced
their investment in other sectors (such as automotive industries) as international demand fell
off and financing conditions deteriorated. Exports grew at a slower pace in 2008, capped by
a sharp drop over the closing months of the year in the wake of a stronger dollar.

As the real estate crisis got worse and trouble spread to international financial markets, US
authorities introduced a set of measures meant to reassure and stabilise markets and boost
economic activity. The Federal Reserve proceeded to injection of massive amounts of
liquidity and to a considerable reduction of its key interest rate, while also bailing out a
number of major financial institutions. In October 2008 the government also adopted a
700 billion dollar plan to prop up the financial sector, mostly in the form of recapitalizing
banks encountering difficulties and increasing guarantees on bank deposits.
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Economic growth in the Euro Zone came in at just 0.9% for 2008, down from 2.7% the
previous year, affected by lower domestic and external demand. Faster growing inflation,
which affected available income and was accompanied by a deteriorating job market and
tighter credit, kept household consumption down. Similarly, corporate investment (including
in the real estate sector) was down in a context of rising raw material prices and wage costs,
falling international demand and more stringent conditions for bank loans, along with falling
prices on the stock market.

At the same time, growth in export of goods and services slowed considerably as external
demand decreased, especially demand from the Maghreb and the Middle East, regions that
suffered from the drop in commodity prices over the second half of 2008 as well as from
appreciation of the euro.

All Euro Zone members were affected by slowing economic activity, although to different
degrees. Spain and Ireland were the countries most impacted by trouble in the real estate
sector. In Germany, the biggest economy in Europe, the economic growth rate fell from 2.5%
in 2007 to 1.3% in 2008. Slower growth was due mainly to exports that increased more
slowly as demand from major trading partners (notably the US and the UK) fell. Appreciation
of the euro was another factor. Faster rising consumer prices from the beginning of the year
until the autumn of 2008 meant a lower level of real available household income and
consequently household expenditure was lower, despite higher wages. Corporate investment
was also down, although there was some improvement in the housing sector, especially over
the closing months of the year.

To counter the impact of the world financial crisis, the German government introduced a plan
to prop up the financial system at a cost of some 500 billion euros as well as a 30 billion euro
budgetary recovery plan.

TRENDS IN THE MAIN ECONOMIC AND FINANCIAL INDICATORS OF THE DEVELOPED
COUNTRIES

Economic Budget Inf_lat_ion_ Unemployment
(Variation in Interest rate .
n growth balance 2 (% of working
Description |\ lume & %) | (% of GDP) consumer (%) population)
prices %)
2007 | 2008 | 2007 | 2008 | 2007 | 2008 | 2007 | 2008 | 2007 | 2008
All developed
countries 2.7 0.9 -1.2 -3.5 2.2 34 5.4 5.8
Of which :
United States 20 1.1 -2.9 -6.1 29 3.8 4.24 0.16 4.6 5.8
Japan 2.4 -0.6 -2.5 -5.6 0.0 1.4 0.50 0.30 3.8 4.0
Canada 2.7 0.5 14 04 21 2.4 4.26 1.50 6.0 6.2
European Union 3.1 1.1 -0.8 -2.3 2.3 3.7 7.1 7.0
of which :
-Euro Zone 2.7 0.9 -0.7 -1.8 21 3.3 4.20 2.49 7.5 7.6
of which :
*Germany 25 1.3 -0.5 -0.1 2.3 2.8 3.86 2.39 8.4 7.3
*France 21 0.7 -2.7 -3.4 1.6 3.2 3.00 . 8.3 7.8
*Italy 1.6 -1.0 -1.5 2.7 2.0 35 4.86 3.38 6.1 6.8
-United Kingdom 3.0 0.7 -2.6 -5.4 2.3 3.6 5.80 2.00 5.4 5.5

Sources : World Economic Outlook and International Financial Statistics of the IMF and Eurostat

, Base 100 in 2000.
Money market rate for December of each year, except for France (Deposits interest rate).



In France, economic growth fell from 2.1% in 2007 to 0.7% in 2008 in the wake of falling
domestic demand due to the credit crunch. Household consumption expenditure was
affected by rising inflation and diminishing wealth as housing and capital markets saw their
value plummet. This was also the case for export of goods and services, suffering from
slower growth in international demand. As in other developed countries, French officials
adopted a bailout plan for the banking sector involving 360 billion euros as well as an
economic recovery plan involving 26 billion euros.

Italy, already weakened by a long stretch of flat economic growth, entered into recession
starting the second quarter of 2008. Insufficient credit was also a real problem for household
expenditure as well as for businesses, while export of goods and services grew at a very
slow pace, in line with adverse international conditions. Thus real GDP in Italy fell by 1% in
2008, compared to 1.6% growth the year before. Faced with this situation, the Italian
government took a number of measures to boost household expenditure, notably a
temporary freeze on electricity and gas prices and tax credits for poor families. A 12 billion
euro fund was also set up to support banks and 16 billion euros were allocated to fund a
maijor public works programme.

Economic growth in the United Kingdom came to just 0.7% in 2008, down from 3% a year
earlier. The economy entered into recession in the second half of the year, following
upheaval in the real estate market and the impact of the world financial crisis on financial
services and related activities that account for 14% of GDP. Tougher loan conditions and
lower domestic and external demand led to a drop in corporate investment. Household
expenditure was constrained by limited access to bank loans and to diminishing wealth as
assets lost value. But exports were on the rise, further helped by depreciation of the pound
sterling. The British government announced measures to recapitalize banks and to provide
State guarantees for part of their medium and long term debt. A 24.2 billion euro budgetary
recovery plan was also introduced, focusing on help to households, mainly in the form of a
reduction of VAT from 17.5% to 15% until the end of 2009. The Bank of England injected a
massive level of liquidity, extended the list of securities eligible for uptake allowance
operations, and considerably reduced its key interest rate on several occasions.

Although Japan was somewhat spared from the international financial and banking crisis
thanks to high equity and prudent investment policy followed by banks since the 1990s, it
was not able to avoid the impact of deteriorating conditions. Exports suffered from lower
external demand, especially from the United States (the country’s major trade partner) as
well as the Euro Zone and the emerging countries of Asia, on top of appreciation of the yen.
Domestic demand, still weak, was not enough to compensate for the drop in external
demand to prop up economic growth. Higher consumer prices, wages that remained
unchanged, and a slight deterioration of the job market weighed on household consumer
expenditure. Companies cut back on investment as demand fell, while investment in housing
continued to drop after new, tougher regulations went into effect in June 2007 with regard to
obtaining building permits. Consequently, the Japanese economy went into recession in the
second quarter of 2008, with GDP falling by 0.6% in real terms for the year as a whole,
compared to 2.4% growth in 2007. To stimulate economic activity, the Japanese government
introduced three budgetary recovery plans for a total amount of some 750 billion dollars. The

10



Bank of Japan lowered its key interest rate twice in order to ease conditions for loans to
businesses and households.

China posted a lower growth rate in 2008, down from 13% in 2007 to 9%. This reflects
slower growth in investments, especially in housing, as monetary policy tightened over the
first half and exports dropped over the closing months of the year in the wake of falling world
demand. But household consumer expenditure went up, in line with higher wages, and this
offset the impact of fast growing prices. To stimulate economic activity, the Chinese
government decided to introduce a major plan to boost the economy, amounting to some
586 billion dollars over two years, targeting mainly infrastructure. The Bank of China eased
monetary policy starting in September 2008, introducing successive reductions in the key
interest rate and the reserve requirement rate.

Despite fairly solid economic fundamentals and a high level of foreign currency reserves, the
emerging economies of South-East Asia suffered from the impact of the international
financial crisis, given their high degree of integration in the world economy. Certain countries
in the region were affected by the drop in commodity prices over the second half of 2008 as
well as by the lower volume of exports shipped to major markets such as the United States,
the Euro Zone and Japan. Lower external demand was the reason for the drop in corporate
profits. Businesses had to reduce investment, especially in light of difficulties encountered in
trying to raise funds on international markets. In the same way, the prevailing climate of
aversion to risk brought about massive withdrawal of capital, leading to falling values on
stock markets and depreciation of the region’s currencies. It became necessary to draw up
budgetary recovery plans to support their economies and avoid recession, while Central
Banks lowered key interest rates. Economic growth rates in the five main countries of the
Association of South East Asian Nations (ASEAN) - made up of Indonesia, Malaysia, the
Philippines, Singapore and Thailand — came to an average of 4.9% in 2008, down from 6.3%
the year before.

The economies of Latin America also experienced slower growth: just 4.2% on average
compared to 5.7% in 2007. This slowdown was due to fallout from the international financial
crisis, especially the drop in prices for exported commodities and lower external demand,
especially from the United States and the Euro Zone. Moreover, the countries of this region
were hit by a drop in remittances by workers abroad as well as by a sizeable drop in inflows
of foreign capital and an increase in margins on both sovereign and corporate bonds. These
adverse trends, combined with tighter monetary policy over the first half of 2008 in order to
counter inflationary pressure, led not only to lower economic growth but also a drop in
investment.

Mexico is the United States’ primary economic partner and destination for 80% of its exports.
The US provides half of Mexico’s foreign direct investment flows and takes in virtually all of
its emigrant workers. Thus growth in Mexico was particularly hard hit, falling from 3.3% in
2007 to 1.3% in 2008.

In Africa, the direct impact of the world financial crisis was in general limited, given the low
level of integration of its economies in international financial markets. But falling external
demand and the sharp drop in commodity prices over the second half of 2008 led to lower
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earnings from exports, on top of the lower level of worker remittances and overseas
development assistance. Thus economic growth in Africa fell from 6.2% in 2007 to 5.2% in
2008.

As for the Arab Maghreb Union (UMA), economic activity remained strong in 2008 in most
countries, especially Algeria and Libya where growth was led by dynamic hydrocarbon
sectors and stimulated by implementation of five-year public investment programmes in the
respective amounts of 122 billion and 93 billion euros. Thus growth rates in these two
countries remained at virtually the same level as in 2007: 3% for Algeria and 6.7% for Libya.

TRENDS IN SELECTED ECONOMIC AND FINANCIAL INDICATORS IN CERTAIN EMERGING
AND DEVELOPING COUNTRIES AND THE EUROPEAN UNION COUNTRIES

i Economic growth Inflation (Variation in Budget balance
Description (volume% %) consume(r prices %)1 (%?of GDP)
2007 2008 2007 2008 2007 2008

Countries of the EU 31 11 2.3 3.7 -0.8 -2.3

of which :

Spain 3.7 1.2 2.8 4.1 2.2 -3.8

Portugal 1.9 0.0 2.4 2.6 -2.6 -2.6

Greece 4.0 29 3.0 4.2 -3.5 -3.7
Emergin velopin
cou?nt?’ieg & developing 8.3 6.1 6.4 9.3 04 -0.2

of which :

Tunisia 6.3 4.6 3.2 5.0 -2.9° -1.2%

Morocco 2.7 54 2.0 3.9 0.9 -1.6

Algeria 3.0 3.0 3.6 4.5

Egypt 71 7.2 11.0 11.7

South Africa 5.1 3.1 7.1 11.5

Turkey 4.7 1.1 8.8 10.4

Argentina 8.7 7.0 8.8 8.6

Chile 4.7 3.2 4.4 8.7

China 13.0 9.0 4.8 5.9

Sources : World Economic Outlook and International Financial Statistics of the IMF, Eur-c.>stat, Minis-t.ry of
Development and International Cooperation and National Statistics Institute.

In Morocco too, 5.4% growth was posted, up from 2.7% a year earlier, thanks in particular to
a good agricultural year after 2007’s drought. There were also measures taken by the
government to keep inflation down. This involves in particular subsidised prices for foodstuffs
and fuel and temporary suspension of customs duty on imported cereals, which helped
household consumption.

Economic growth in Tunisia came to 4.6% in 2008, down from 6.3% the previous year. This
rate would have been higher if it had not been for the modest agricultural season that was
marked by a sharp drop in cereal production, and slower growth in hydrocarbons. Falling
external demand over the closing months of the year had an adverse effect on exports by
manufacturing industries.

The economies of Central and Eastern European countries (CEEC), already weakened by
restrictive monetary and budgetary policies to counter inflationary pressure, suffered from
falling international demand, foreign capital inflows, and worker remittances from abroad, due

' Base 100 in 2000.
Excluding privatisation and grants.
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in turn to recession in the countries of the Euro Zone that are their primary partners. Thus
there was slower economic growth for these countries as a whole, coming to 2.9% in 2008
compared to 5.4% the year before.

Several countries in this region had already been under the constraint of various weak
points, for example excessive current deficits, high external indebtedness, and banking
sectors involved in financing of risky real estate investments. This situation, on top of the
onset of the world financial crisis, increased worries among international investors, who
proceeded to pull out their capital in massive volume. This resulted in falling value on the
stock markets of the region and recourse by a number of countries such as Hungary, the
Ukraine and Latvia to international assistance, especially from the IMF, in an effort to avoid
collapse of financial systems and boost economic activity.

Despite Russia’s sound economic fundamentals (budgetary surplus, low level public debt,
stable currency and especially the high level of gold and foreign currency reserves), the
country suffered from the downturn in world conditions that began the summer of 2008. The
pace of economic growth, which fell from 8.1% in 2007 to 5.6% in 2008, was affected by the
drop in oil prices and diminishing international demand (leading to slower pace of exports) as
well as drying up of credit that weakened domestic demand. Pulling out of foreign capital
from the country led to falling values on the stock market and depreciation of the rouble,
which required massive intervention from the central bank to prop it up.

B. EMPLOYMENT

Recession in industrialised countries and slowing economic activity in most emerging and
developing countries pushed up the worldwide unemployment rate from 5.7% in 2007 to 6%
in 2008.

The biggest increase in the unemployment rate was in developed countries, as many jobs
were eliminated. Hardest hit was the building sector, especially in countries like the United
States, Spain and Ireland, where the real estate crisis was the most acute. There was also a
high level of lost jobs in the financial sector, following bankruptcy at a number of loan
institutions and mergers/acquisitions at major banks, leading to waves of dismissals. The
average unemployment rate for this group of countries increased from 5.4% in 2007 to 5.8%
in 2008.

In the United States, 2.6 million jobs were lost in 2008, the highest figure since 1945. Hardest
hit were the financial sector (as a number of financial institutions failed, while others issued
dismissal plans) and the building sector. Thus the unemployment rate rose from 4.6% in
2007 to 5.8% in 2008.

In Japan, the number of jobless went up just slightly, from 3.8% in 2007 to 4% of the working
population in 2008. This affected in particular temporary employees or those with fixed-
duration contracts, who represent one third of all employees.

Unemployment rate in the Euro Zone was also up slightly (from 7.5% in 2007 to 7.6% in 2008),
influenced mainly by flat activity in services (especially financial services) and difficulties in
automotive industries. But there was actually a drop in unemployment rate in the biggest
European economies : France (from 8.3% to 7.8%) and Germany (from 8.4% to 7.3%).
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The better job market in Germany was due mainly to reforms carried out in the field of
employment over the past few years. Spain on the other hand posted the highest
unemployment rate in the Euro Zone, up from 8.3% to 11.3%, due to the relatively high
proportion of jobs in housing construction, which was at a virtual standstill.

In emerging and developing countries there was greater unemployment in Asia, a region that
in 2008 contributed some 60% of new jobs worldwide. Especially hard hit were the sub-
region of Eastern Asia (where unemployment rose from 3.5% in 2007 to 3.8% in 2008) and
that of South East Asia and the Pacific (up from 5.5% to 5.7%). In other regions, unemp-
loyment rates remained practically unchanged, with the highest average unemployment
levels of 9.4% in the Middle East and 10.3% in the Maghreb.

C. WORLD TRADE

World trade in goods and services suffered from the effects of the world economic and
financial crisis in 2008, with demand for imports considerably down in developed countries
(especially the United States), tighter credit, and thus deterioration in the conditions for
financing of exports. There was also the problem of volatility in exchange rates for the main
currencies. In this context, the volume of world trade in goods fell from growth of 6.6% in
2007 to 3.2% in 2008. In terms of value, growth in exports rose slightly, from 15.4% in 2007
to 15.6% in 2008, worth 15,875 billion dollars. This was due mainly to higher commodity
prices (notably for crude oil) and depreciation of the dollar. The terms of trade worsened for
developed countries (-2.4% vs. 0.4% the year before) but improved for emerging and
developing countries (4% vs. 0.9%).

Unlike export of goods, the value of export of services, expressed in dollars, grew at a slower
pace in 2008 (12% vs. 19% the year before), posting 3,819 billion dollars. This slower pace
involved in particular international transport, tourism and financial services.

D. BUDGETARY AND MONETARY POLICIES

In an international context marked by overall slowing of economic activity and adoption of
budgetary recovery plans to counter the international financial crisis, there was a worsening
of public finances in 2008, especially in developed countries. The average deficit in public
accounts for this group of countries came to 3.5% of GDP, compared to 1.2% in 2007.

The budget deficit in the United States widened considerably, up from 2.9% of GDP in 2007
to 6.1% in 2008. This was due to both the tax incentives introduced in early 2008 to prop up
household consumption and increased expenditure in the wake of measures taken to keep
financial chaos at bay. Expenditure for social security and defense continued to rise, while
the drop in the price of financial and real estate assets led to lower tax revenue, both from
individuals and businesses.

In the Euro Zone, the average budget deficit was also on the rise in 2008, coming to 1.8% of
GDP vs. 0.7% a year earlier. This was due not only to slowing economic growth (which
brought about a drop in tax revenue) but also higher expenditure for unemployment benefits.
Diminishing values on stock markets and deterioration of the housing sector (both of which
are generally major sources of tax revenue) contributed to aggravation of public deficits.
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In France the budget deficit (which rose from 2.7% in 2007 to 3.4% in 2008) exceeded the
threshold of 3% of GDP set in the stability and growth pact. This was due to slowing
economic activity, which in turn caused a drop in tax revenue (especially from businesses) as
well as a higher level of social expenditure (notably outlays related to unemployment).

The State budget deficit also increased in ltaly, up from 1.5% of GDP in 2007 to 2.7% in
2008. This was attributable to economic recession and expansionary budgetary measures,
especially wage increases for civil servants, lower tax rates on overtime, and elimination of
property taxes on housing when owners live in their own homes.

But in Germany the State budget remained more or less balanced in 2008, with a deficit of
just 0.1% of GDP vs. 0.5% in 2007, thanks in particular to good performance on the job
market. Thus tax revenue on wages rose and outlays for unemployment benefits went down.
This situation helped counter the impact of the lower corporate tax rate, a reduction in the
rate of contribution to unemployment insurance, an increase in retirement benefits, and
higher salaries in the civil service.

In Ireland and Spain, two countries in the Euro Zone that were hard hit by the real estate
crisis, public finance moved from a surplus balance in 2007 to a deficit in 2008. The Spanish
government issued an economic recovery plan at the beginning of 2008 that yielded a
budget deficit of 3.8% of GDP vs. a surplus of 2.2% in 2007.

In Japan the budget deficit widened from 2.5% of GDP in 2007 to 5.6% in 2008, following the
country’s slide into economic recession starting in the second quarter. The impact of the two
latest economy recovery plans, adopted toward the end of the year, will not be felt before the
end of 2009.

Monetary policy had to be tightened over the first half of 2008 in order to counter inflationary
pressure brought about by soaring commodity prices, then eased over the second half so as
to offset the effects of the international financial crisis and boost economic activity. It was in
this framework that a common decision was taken on 8 October 2008 by six major central
banks (the US Federal Reserve, the European Central Bank, the Bank of England, the Bank
of Canada, the Central Bank of Sweden and the Swiss National Bank) to reduce their
respective key rates by 50 base points.

The US Federal Reserve reduced its key interest rate seven times in 2008, bringing it down
from 4.25% at the end of 2007 to between 0% and 0.25% as of 16 December. It also took a
number of measures to guarantee smooth operations on the money market and interbank
activity while restoring investor confidence, injecting massive doses of liquidity to help
financial institutions and to establish more flexible conditions in the area of guarantees. The
Federal Reserve also intervened to take back up to 100 billion dollars in debt and up to
500 billion in securities tied to mortgage claims from the two governmental mortgage
refinancing agencies (Fannie Mae and Freddie Mac) and to ensure the survival of a number
of major financial institutions.
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FED FUNDS RATE IN THE UNITED STATES (in %)
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After increasing the refinancing rate (main key rate) by 25 base points on 3 July 2008 in
order to counter inflationary pressure, the European Central Bank (ECB) had to lower it three
times throughout the year, bringing it down to 2.5% on 4 December, seeking to boost
domestic demand and get the Euro Zone out of recession. And to keep a lid on pressure on
interbank markets characterised by lack of trust on the part of economic operators, the ECB
provided massive amounts of liquidity under favourable conditions. It also decided, for the
main weekly refinancing operations, to move to a system of sale by auction at a fixed rate
(i.e. the main key rate), handling requests in such a way that all needs for liquidity are fully
met. The ECB also enlarged the list of assets eligible to be used as guarantees.

Despite a narrow margin for manoeuvre, the Bank of Japan decided to reduce its key rate on
two occasions (31 October and 19 December 2008) by 20 base points each time to bring it
down to 0.10%. It also took other measures to supply adequate liquidity to the banking
sector. The most important of these measures was to pay interest (on a temporary basis) on
banks’ reserve requirements.

Like short term interest rates, long term rates on bond markets fell in 2008 to record lows, as
capital invested in risky financial assets was pulled out and placed in State securities,
considered a far safer alternative.

REFINANCING RATE (REFI) IN THE EURO ZONE (in %)
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E. INFLATION

Inflation rates throughout the world in 2008 followed the same trend as commaodity prices,
reaching their highest levels in industrialised countries in July, particularly in the United
States (5.6%), France (4%) and Germany (3.5%). Fears of runaway inflation, in line with
record highs for most commodity prices, gave way to threats of deflation over the closing
months of the year. Overall, inflation levels were higher than in 2007 everywhere in the
world.

Inflation rose in all developed countries, at an average rate that went up from 2.2% in 2007 to
3.4% in 2008. In the United States, consumer prices rose by 3.8%, up from 2.9% in 2007,
effected mainly by soaring world prices for energy and agricultural/food products as well as
depreciation of the dollar. In the Euro Zone, the inflation rate rose to 3.3% in 2008, up from
2.1% a year earlier, in the wake of higher prices for imported commodities and higher wages.
There was a similar situation in Japan, where the overall level of prices went up by 1.4%
after remaining stable in 2007. This situation was due in particular to higher prices for food
and oil products as well as for gas and electricity. In emerging and developing countries,
inflation grew at a much faster pace in 2008, reaching 9.3% on average compared to 6.4% a
year earlier. This increase was due to vigorous domestic demand in most countries as well
as the impact of high commaodity prices over the first half of the year.

F. INTERNATIONAL COOPERATION

The outstanding occurrence in international cooperation in 2008 was the massive, concerted
action taken by developed countries and world financial institutions to coordinate action to
counter fallout from the financial crisis. Aside from the coordinated intervention on the part of
the major central banks in industrialised countries, the International Monetary Fund (IMF)
came to the assistance of a number of emerging countries hard hit by the crisis, granting
loans worth some 47 billion dollars: 16.5 billion to the Ukraine, 15.7 billion to Hungary,
7.6 billion to Pakistan, 2.5 billion to Belarus, 2.4 billion to Latvia and 2.1 billion to Iceland. IMF
also set up a new facility to issue short-term liquidity to help countries with fundamentals that
are basically sound but that need to correct insufficient liquidity. It also reactivated the
procedure for emergency loans based on simpler conditions for countries suffering from the
crisis. Japan committed to loaning 100 billion dollars to the Fund in support of efforts to help
the above-mentioned countries. In this same framework, the World Bank introduced a
mechanism for quick financing in the amount of 2 billion dollars in favour of 78 of the poorest
countries faced with a drop in revenue, investment and trade. The Bank also set up a
recapitalization fund to provide capital to banks in small emerging and developing countries
in support of investment, especially investment by small/medium sized businesses. Japan in
particular has put 2 billion dollars into this fund.

The Group of Seven (G7) at its October 2008 meeting adopted a set of measures focusing
on bail out of financial institutions, a return to a better loan market, guarantee of savings
deposits, contribution of capital for banks encountering difficulties, and assistance to real
estate markets. The Group of Twenty (G20), made up of advanced and emerging countries,
met in November 2008 to draw up a worldwide plan to counter the crisis, based on closer
macroeconomic cooperation to support growth, to re-establish confidence, and to contain the
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effects of the financial crisis, especially in emerging and developing countries. The G20
committed to ensuring transparency in the international financial system, to taking the
measures needed to stabilise it, to strengthening international prudential norms, and to
monitoring trans-national companies on the one hand, while also rejecting protectionism,
re-launching multilateral trade negotiations, and respecting commitments in the area of
development aid, especially to vulnerable countries that have been hard hit by the crisis. In
this framework, the United States and China decided to release 20 billion dollars in loans to
developing countries to ensure financing for trade and to support economic growth in these
countries.

To deal with the food crisis created by the unprecedented increase in the price of foodstuffs
(which added another 100 million to the 850 million people already facing famine and
poverty), the World Bank created a quick financing mechanism with 1.2 billion dollars in
funds to help countries affected by soaring prices. 200 million dollars of this amount are
earmarked for grants of up to 10 million dollars per country. The World Bank also committed
to increasing its worldwide support for food and agriculture from 4 billion dollars in 2008 to
6 billion in 2009 and to provide instruments to manage risk (harvest insurance schemes) to
protect poor countries and small-scale farmers. IMF doubled its financial assistance to four
countries and entered into negotiations for additional assistance with 11 other countries. The
United States decided to provide 200 million dollars for emergency assistance, especially for
African countries, while the European Union adopted a food aid programme worth one billion
euros.

The food crisis obliged several countries, especially developing countries, to increase
subsidies on food products and to reduce exports of agricultural products. These measures,
combined with a greater number of bilateral and regional agreements and greater
protectionism in a world context marked by slowing economic activity and growing
unemployment, were an additional factor complicating the Doha round of multilateral trade
negotiations launched in 2001. But several countries continued to call for quick resolution of
these negotiations, which would help world trade to fully play its role as a factor for
development and to help countries emerge from the economic and financial crisis.

As for regional cooperation, 43 Mediterranean countries on 13 July 2008 officially launched
the Mediterranean Union at France’s initiative. The Union will be co-chaired by one country
on the northern rim of the Mediterranean and one on the southern rim. A summit will be held
every two years. This union will seek to enhance cooperation, especially in the fields of de-
pollution of the Mediterranean, «sea highways» that provide better-integrated maritime
transport, development of solar energy, and support to small/medium sized businesses. The
goal of creating a free trade zone among member states is set for 2010.

With the addition of Cyprus and Malta on 1 January 2008, the Euro Zone now counts
15 countries. It is expected that by adopting the euro it will be easier to attract foreign
investors, stimulate growth, and increase monetary stability. With these same objectives in
mind, the Slovak Republic signed an agreement with the Euro Zone on 19 June 2008 that
will lead to membership on 1 January 2009. At that time, four of the 10 new members that
joined the European Union in May 2004 will have joined the monetary zone.
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The countries of the Cooperation Council of the Gulf (GCC) officially launched a common
market on 1 January 2008 and on 17 September of the same year adopted a draft
agreement to set up a monetary union as well as a monetary council, which will become the
future Central Bank of the Gulf, seeking to move to a single currency in 2010.

Mergers and acquisitions of companies worldwide in 2008 were down by some 30%, putting
an end to sustained growth for five straight years. These operations were worth just
2,936 billion dollars (the lowest level since 2005), compared to 4,169 billion in 2007, due to
turbulence on stock markets, insufficient financing in the wake of the credit crunch, and lack
of liquidity worldwide. The financial sector continued to monopolise a large portion of these
operations (23%), in line with the banking sector’s move to consolidate.

The drop in operations took place in all regions, varying from 8.7% for Asia and the Pacific to
39.6% for Africa and the Middle East. There were drops of 37.2% (to 986 billion dollars) in
the United States and 27.3% (to 1,158 billion) in Europe, corresponding respectively to
33.6% and 39.4% shares in world total, compared to 37.7% et 38.2% a year earlier.
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Il. INTERNATIONAL FOREIGN EXCHANGE AND GOLD MARKETS

In a context of crisis, with the risk of recession and deflation alternating in the economies of
the main developed countries, monetary authorities reacted by dictating sharp drops in their
key interest rates. The Fed eased monetary policy by reducing its key rate on seven
occasions for a total of 400 percentage points in all, bringing the federal fund rate down from
4.25% at the beginning of the year to between 0.00 and 0.25% on 16 December. The
European Central Bank (ECB), after an increase of 25 base points in July as fears of
renewed inflation grew, monetary policy was eased on three occasions starting 8 October,
bringing its main key rate down by 175 base points to 2.50%. The Bank of England also
eased its monetary policy on five occasions, bringing the key rate down from 5.50% at the
beginning of the year to 2% at the end of 2008.

This climate of uncertainty relegated to second place the role of economic fundamentals in
the evolution of monetary ratios. Thus the US dollar and the Japanese yen played their
traditional role as safe currencies and the US dollar appreciated for the year as a whole by
5% against the euro and by 36% against the pound sterling. But it depreciated by almost
19% against the Japanese yen.

THE EXTENT OF VARIATION IN THE MAIN EXCHANGE RATES IN 2008

EXCRFA?:GE OPENING LOWEST HIGHEST CLOSING
EUR/USD $1.4664 (2$§ /'125’/%88) (1$; /'g?/%%) $1.3978
EUR/JPY ¥163.38 (3471 /11%'/%}3) (;é:; /%%/%%) ¥126.64
USDIJPY ¥111.42 : o é;gs) (3421 /321'/%58) ¥90.60

The currencies of emerging countries suffered considerably from capital outflows tied to a
more pronounced perception of emerging risk and to a move to deleveraging.

The price of gold, which had been rising gradually but continually since 2001, experienced
faster growth, taking advantage of its status as a safe haven in times of crisis, posting overall
growth of 5% for the year.

A. FOREIGN EXCHANGE MARKETS
1. INDUSTRIALISED COUNTRIES

Over the first six months of 2008, international foreign exchange markets were marked by
ongoing depreciation of the US dollar against the euro, with the differential in interest rates
remaining favourable to the euro, and appreciation against the yen favoured by ongoing
carry trade transactions. But over the second half of the year, the US currency appreciated,
taking advantage of its status as a safe investment, of European banks’ needs for
refinancing, and especially of the drop in oil prices. This was also the case for the Japanese
currency, which went up considerably over the last six months of the year, taking advantage
of massive settlement of carry trade positions and relatively sound conditions in the
Japanese banking system. Evolution of the pound sterling reflected the difficulties of a British
economy that is dependant on a financial system that had become very vulnerable because
of the international financial crisis.
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a- Trends in the EUR/USD and USD/JPY

Over the first quarter of 2008, the US dollar fell by almost 7% against the European single
currency because of fears generated by trouble in the country’s financial sector and
prospects for monetary easing by the Federal Reserve to counter economic slowdown.

In effect, after a period of volatility that varied between 1.44 and 1.49 USD to the euro, the
US currency started on a downturn end February that continued into April, affected by a
combination of several factors. The sharp drop in real estate prices and the steep decrease
in sales caused disarray in the US real estate sector. Added to this was worry about the US
financial sector, aggravated by losses that were higher than expected for leading companies
on the New York Stock Exchange, with considerable depreciation of assets and degradation
of loan conditions. Then there was the assertive and quick intervention of the Fed, with three
successive drops in the federal fund rate, bringing it down from 4.25% to 2.25% on
18 March, following a sharp decrease in the pace of economic growth in the United States.

Action by the US Federal Reserve and prospects for pursuit of accommodating monetary
policy contrasted with a resilient European economy and signs of inflationary pressure in the
euro zone, which fed anticipation of tighter monetary policy by the European Central Bank
and widening of the differential in interest rates in favour of the European single currency.
The dollar closed for the first quarter at 1.5772 USD to the euro vs. 1.4664 at the beginning
of the year.

Against the yen, the dollar crossed the psychological threshold of 100 JPY to the dollar in the
first quarter, dropping from 111.42 JPY at the beginning of the year to 95.71 JPY on
17 March, its lowest level in more than 12 years. Japan’s currency took advantage of the
high increase in aversion to risk on markets, which led to massive settlement of speculative
carry trade transactions. The yen also took advantage of expectations that Asian countries,
notably China, would be obliged to adjust their foreign exchange systems by revaluing their
currencies in order to stem inflationary pressure.

But the yen lost part of these gains over the last two weeks of March, as market fears
diminished and carry trade transactions enjoyed recovery, especially after a 25 base point
drop to 3.25% of the discount rate by the Fed and its decision to provide loans directly to
Wall Street companies. The yen closed for the quarter at 99.81 JPY to the dollar.

Over the second quarter, the weak economic indicators published in early April in the
United States (confirming that 338,000 jobs had been lost over the first three months of the
year and fears caused by the far higher cost of credit) leading to greater pessimism on the
part of investors about prospects for the US economy. In parallel, economic indicators for the
euro zone were for the most part positive and statements by the President of the European
Central Bank increased expectations of higher key rates, in reaction to more intense
inflationary pressure under the influence of soaring energy prices. On 16 April, Eurostat
announced a 3.6% increase in annual growth in the consumer price index over the month of
March, the highest increase ever since launching of the single currency. These factors
further weakened the dollar, which for the first time crossed the bar of 1.60 USD to the euro
on 22 April 2008.
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Starting the last week of April and continuing to mid May, the dollar bounced back against
the euro as operators revised downwards their growth projections for the euro zone. In effect,
European economic indicators issued for this period showed slowing of economic activity,
which required a shift in prospects of ECB monetary policy, introducing downward revision of
key rates whereas it had previously been raising them. The Fed commented, after a further
25 base point drop in the federal funds rate on 30 April, that it considered that the risks
between growth and inflation were balanced, giving the impression that there would likely be
an end to the downward trend for key interest rates in the United States.

The dollar thus rose to 1.5284 USD to the euro on 8 May, trading within a narrow range of
between 1.53 and 1.58 until end June, as mixed economic indicators were published in
Europe and America and fear grew about the impact of soaring prices for raw materials on
prospects for economic growth and inflation on both sides of the Atlantic. The euro/dollar
ratio closed for the quarter at 1.5755.

TRENDS IN EUR/USD IN 2008
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As for the dollar/yen exchange rate, publication at the beginning of the quarter by the Bank of
Japan of a pessimistic report on economic prospects in Japan (due in particular to soaring
prices for raw materials and energy) caused investors to turn against the Japanese currency,
which fell to 108.58 JPY on 16 June, its lowest level since mid February. But the yen
managed to close for the quarter on an upturn, posting 106.09 JPY. This improvement was
based on strong demand from Japanese exporters and growing concern about the US
financial sector.

In the third quarter of 2008, the dollar posted 1.6038 USD to the euro on 15 July, its lowest
level of the year, due to soaring oil prices that hit a record high of $147 per barrel on 11 July,
bankruptcy of the California mortgage loan bank /ndy Mac Bank, and worry about the
solvency of the two US mortgage refinancing giants Fannie Mae and Freddie Mac.

Meanwhile, the euro took advantage of the widening differential in interest rates compared to
the dollar after an increase on 3 July of 25 base points in the ECB’s refinancing rate to
4.25%, in a context of higher inflationary pressure.
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The dollar rose once again over the period mid July to mid September, taking advantage of
its safe haven status as economic slowdown spread to Europe and the rest of the world. The
US currency also took advantage of expectations of a shrinking differential in interest rates
compared to the euro, following statements by the ECB President alluding to more flexible
monetary policy to support growth in the zone. Furthermore, warnings by the Fed of
inflationary risks gave the impression that the cycle of monetary easing in the United States
would soon end. The dollar thus appreciated by almost 14%, up from 1.5754 at the beginning
of the quarter to 1.3879 USD to the euro on 11 September 2008.

The spectacular bankruptcy of Lehman Brothers on 15 September caused new waves on
international foreign exchange markets, with euro/dollar parity experiencing unprecedented
volatility with daily variations of more than 3% in a range of between 1.39 and 1.45.
Announcement by the US Treasury on 18 September of a 700 billion dollar bailout plan
meant to take over toxic assets held by US financial institutions did however succeed in
lowering anxiety on the part of market operators. With its attraction as a safe currency once
again on the wane, the dollar fell to 1.4865 on 22 September. But it did recover a portion of
lost ground, as fears about the state of the US financial sector faded into the background,
closing for the quarter at 1.4102 USD to the euro.

As for USD/JPY parity, the dollar gained more than 4% over the first two months of the third
quarter, up from 106.09 to 110.66 JPY on 15 August 2008. The Japanese currency fell victim
to anticipation of further spreading of US economic slowdown to the rest of the world, notably
Asian countries that recorded a sharp drop in their exports.

In September, the Japanese yen took off once again on an upturn, taking advantage of
setbacks in the US financial sector. A strong yen was also helped by resilience in the
Japanese banking sector despite disarray in international financial conditions, which
highlighted its role as a safe currency along with the dollar. The yen managed to recover lost
ground in July and August, to close for the quarter at 106.03 JPY.

TRENDS IN USD/JPY IN 2008
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The beginning of the fourth quarter marked a new phase of astounding gains for the
dollar, which appreciated by almost 15% against the euro in less than a month. The dollar
reached its highest level of the year (1.2328 to the euro) on 28 October. The US currency
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played its role as the safest currency as a new wave of turbulence shook the world financial
system, which had become incapable of absorbing the losses and depreciation of assets
brought about by dislocation of derivative product markets, notably those attached to
subprime assets. Loan trading on the international interbank market came to a halt, credit
margins soared, and the main stock market indexes crashed in a downward spiral that at
times seem incessant, raising the spectre of the 1929 crash.

Faced with such a serious financial crisis, governments in the main industrialised countries
hurriedly decreed bailout plans for their national financial institutions, involving major injection
of funds in their capital and guarantee of their financing and deposits, while the main central
banks proceeded to make massive injections of liquidity on markets and a coordinated
reduction of 50 base points in their key rates on 8 October.

From end October to end November, the euro/dollar rate of exchange traded in a range of
between 1.23 and 1.32. Energetic mobilisation by governments and monetary authorities
throughout the world to stem the international financial crisis succeeded in re-establishing a
degree of confidence on markets, helping them to pull themselves together. Action by
authorities was supported by new drops in key rates dictated by the main central banks,
anxious to check the steadily growing world economic downturn. On 29 October, the Fed
reduced the federal fund rate by 50 base points to 1%, followed on 31 October by the Bank
of Japan with a 20 base point drop in the day to day rate to 0.3%. Then on 6 November the
ECB lowered its refinancing rate by 50 base points to 3.25% and the BoE lowered its
refinancing rate by 150 base points to 3%.

Aside from measures concerning interest rates, the US Federal Reserve increased the
overall amount of credit available under the Term Auction Facility (T.A.F.) to 600 billion
dollars to make it easier to end the freeze on real estate loans and boost consumer loans
and credit to small/medium-sized businesses. The Fed also announced that it was ready to
buy back up to 100 billion in debt held by Fannie Mae, Freddie Mac and Federal Home Loan
Banks. The dollar closed for the month of November at 1.2695 to the euro. In December, the
dollar collapsed once again against the main international currencies, notably the euro,
reaching the lowest level of the month (1.4719 to the euro) on 18 December, almost 14%
lower than the figure recorded at the end of November.

A new wave of weakness in the US currency was led by difficulties in the automotive sector
in the United States and adoption by the Fed of a zero interest rate policy on 16 December.
This took place after a further drop in the federal funds rate in a range of between 0% and
0.25%, its lowest level since July 1954. The dollar closed for 2008 at 1.3978 USD to the euro
vs. 1.4664 at the beginning of the year.

The Japanese yen appreciated sharply, by some 21% against the dollar in the fourth quarter,
moving from 106 JPY at the beginning of October to 87.11 JPY on 17 December, its highest
level in 13 years. This improvement for the Japanese currency was favoured by drastic drops
in key rates in the main industrialised countries, notably the United States, which in the end
adopted a zero rate policy, a move taken by Japan more than a decade ago. But repeated
warnings by the Bank of Japan about worsening economic conditions in Japan and the risk
that it would intervene once again on the foreign exchange market to check counter-
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productive appreciation of its currency worked against further gains for the yen, which closed
for the year at 90.60 JPY.

b. Trends in GBP/USD

Among the main international currencies, the pound sterling was the one that suffered the
most in 2008, losing about 26% of its value against the US dollar. This drop occurred at the
end of July, after a first half characterised by virtual stability for the British currency against
the dollar. This was due to the contrasting impact of Great Britain’s poor economic prospects
and the higher interest rates on sterling compared to interest rates on the other main
currencies throughout the first half. The British currency closed on 30 June at 1.9928 USD,
not far from the year’s opening figure of 1.9873 USD.

TRENDS IN GBP/USD IN 2008
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But over the second half, sterling fell almost continually against the dollar, closing for the
year at 1.4626. The pound sterling was hit by a backlash of greater aversion to risk that
benefited the US dollar to the detriment of the main international currencies. Furthermore,
the financial crisis weighed heavily on the British banking sector, which experienced a wave
of nationalisation of banks. This included the Royal Bank of Scotland, which recorded a loss
of more than 24 billion pounds in 2008, the record high for a British company.

The pound sterling also suffered from the onset of recession in the British economy, which
was hard hit by the financial crisis and by concerns about the shape of its financial sector.
Great Britain entered into recession in the last three months of 2008 for the first time since
1991, with GDP suffering its worst drop since 1980. After losing 0.6% in the third quarter of
2008, GDP went down by another 1.5% in the fourth quarter. For the year as a whole, growth
in GDP came in at just 0.7%, compared to 3% in 2007.

Drastic reductions in the BoE’s key rates, meant to stem the financial crisis and check the
downturn in economic growth, contributed to the waning attractiveness of the British pound
as a high yield currency. The Bank of England intervened on five occasions throughout the
year, reducing its main key rate by 350 base points to 2%, 300 base points in the fourth
quarter of the year.
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2. EMERGING COUNTRIES

Despite their relative resistance to the financial crisis, thanks to financial systems that were
not very involved in derivative markets and major foreign exchange reserves, emerging
markets did suffer from slowing growth in exports to western markets and massive pull out of
capital inherent to worsening emerging risk and the overall move to global deleveraging.

In this context, the currencies of emerging countries suffered losses of varying degrees
against the US dollar, with the exception of the Chinese yuan, which appreciated against the
USD in 2008. With China’s growing reserves in foreign currency and both a budget and trade
surplus, the yuan continued to gain against the US dollar, especially in the first half of the
year when it steadily appreciated from 7.30 to post 6.81 mid July, its highest level in three
years. The yuan then remained relatively stable against the dollar in the second half, in a
range of between 6.81 and 6.88, reflecting the Chinese central bank’s desire to check
appreciation of the yuan in a context of crisis and the considerable drop in exports. The
Chinese currency closed for the year at 6.82, or 7% appreciation for the year.

TRENDS IN THE MAIN CURRENCIES OF EMERGING COUNTRIES IN 2008

Exchange rate Opening Closing Variation* in %
USD/CNY 7.30 6.82 7.0
USD/NR 39.39 48.58 -18.9
USD/MYR 3.30 3.45 -4.3
USD/THB 29.90 34.71 -13.9
USD/KRW 935.70 1262.00 -25.9
USD/PLN 2.47 2.96 -16.6
USD/HUF 172.83 188.30 -8.2
USD/ICZK 18.17 19.11 -4.9
USD/RUB 24.45 30.52 -19.9
USD/TRY 1.17 1.54 -24.0
USD/MAD 7.77 8.01 -3.0
USD/EGP 5.52 5.49 0.5

(*) Variation of the local currency against the dollar.

For other Asian currencies, the Indian roupie (in contrast to the previous year) lost almost
19% of its value against the US dollar, moving from 39.39 to 48.58 INR. The Indian economy
was at a disadvantage because of massive repatriation of foreign capital (the country’s main
source of foreign currency), the liquidity crisis that affected the banking sector as a whole,
and shrinking industrial production, which brought the growth rate down from 9.3% in 2007 to
about 7.3% in 2008. It was for these same reasons that other Asian currencies also fell
against the dollar in 2008, notably the Korean won (-25.9%) and the Thai baht (-13.9%).

As for central and eastern Europe, economic activity slowed in 2008, posting a growth rate of
some 2.9%, down from 5.4% in 2007. This slowdown was due in particular to slower growth
in exports and investment, as well as tougher loan conditions and drying up of external
financing, raising the threat of a serious financial crisis in the region. In this context and with
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a weak euro against the US dollar, the currencies of eastern Europe all fell against the dollar
in 2008, with the Polish zloty going down by 16.6%, the Hungarian forint by 8.2% and the
Czech crown by 4.9%.

The financial crisis put an end to the cycle of high growth prevailing in Russia over the past
10 years. Confronted with a drop in oil prices and disarray on financial markets, especially in
the second half, Russia (the leading exporter of oil and gas in Europe) found itself hard hit by
the spreading crisis. The rouble was severely affected by massive outflows of capital, which
caused a loss of almost 20% against the dollar for the year as a whole, down from 24.45 RUB
to 30.52 RUB. Russia’s central bank intervened massively on the foreign exchange
market to stop collapse of the rouble, which had an adverse effect on energy exports, leading
to a loss of almost one third of its reserves.

B. THE GOLD MARKET

Overall, the price of gold recorded a moderate increase of almost 5% for the year 2008, but
trading was highly volatile, exceeding 30% vs. 16% in 2007. In effect, the price of gold rose
from $836.60 per ounce at the start of the year to $878.20 at closing, with a record high of
$1,030.80 per ounce in March and a record low for the preceding two years of $680.80 in
October.

For the first quarter of the year, the price of gold was on the rise, taking advantage of its
status as a safe investment in a context of growing geopolitical fears, along with disruption of
production in South Africa for technical reasons. The price of gold also benefited from higher
inflationary pressure caused by soaring prices for oil and especially rising fears of fallout from
the sub-prime crisis, especially after deterioration of financial conditions at insurance giants
(AIG), mortgage refinancing structures (Fannie Mae and Freddie Mac) and the banking
sector (Bear Stearns, Merrill Lynch and Carlyle Capital). All these factors came together to
push the US dollar down sharply over this period, enhancing gold’s traditional role as a safe
haven and pushing the price up to a record high of $1,030.80 per ounce in March 2008.

TRENDS IN GOLD PRICES IN 2008
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The price of gold then fell a little at a time to $845 per ounce at the beginning of May,
suffering from massive drops in key rates in the US and the Fed’s decision to make loans
directly to Wall Street companies (a first since the Great Depression of the 1930s). These
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decisions lessened perception of the extent of the credit crisis and restored a degree of
investor confidence, which worked against the gold market. But gold prices began climbing
again in the following two and a half months, reaching $987 per ounce in mid July, taking
advantage of morose economic prospects and fears of unprecedented world recession as
economic indicators worsened on both sides of the Atlantic and the dollar dropped to a
record low of 1.6038 USD to the euro on 15 July.

Calming of market fears affected gold prices, which posted $736 per ounce on
11 September. This occurred after the US Government announced plans to bail out
mortgage refinancing giants (Fannie Mae and Freddie Mac), major central banks announced
concerted measures to offer loan facilities to banks, massive injection of liquidity and a
longer list of collateral eligible for refinancing transactions.

But the bankruptcy of Lehman Brothers created a state of panic on financial markets and a
deep-seated crisis in confidence that brought about massive pulling out of funds from stock
markets and private debt. This worked in favour of gold, which gained almost $200 in just
one month to reach $931 per ounce on 10 October.

These gains were soon reversed, putting gold at its lowest level for the year ($680.80 per
ounce) on 24 October 2008. This was the result of a lack of liquidity caused by the crisis in
confidence that obliged a number of operators (notably hedge funds) to liquidate their long
positions on gold in the context of strategies to pull money out quickly. Gold prices were also
affected by a drop in inflationary pressure, due in particular to the sizeable drop in oil prices.

In the last quarter of the year, gold took advantage of a new downturn for the dollar and
steady demand to invest in gold to close for the year at $878.20 dollars per ounce.
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lll. INTERNATIONAL CAPITAL MARKETS

In a context characterised by fears of inflationary pressure in the beginning of the year and
increasing aversion to risk ; along with slower world economic growth and publication of
disappointing results by several major banks, the international capital markets were marked
in 2008 by the following main developments :

1. Stock market indexes in industrialised and emerging countries began to fall in the first
quarter of the year, becoming more acute in the second half of the year after Lehman
Brothers declared bankruptcy and bad news about the ability of almost all major financial
institutions to survive the effects of the sub prime crisis proliferated. For the year as a whole,
the developed countries’ main stock market indexes fell by more than 30%. The MSCI
emerging market index lost more than 50% of its value.

2. Bond markets on the whole went up, influenced by uncertainty about slower economic
growth (especially in industrialised countries), sizeable drops in interest rates, and falling
values on stock markets. At the end of 2008, ten year yields for US Treasury bonds closed at
2.21%, a drop of 182 base points compared to the 2007 yearend figure. Yields on Japanese
Government bonds closed at 1.17%, a drop of 33 base points, while yields for German
Government bonds of the same maturity closed at 2.95%, a drop of 140 base points.

3. The money market was dysfunctional and loan conditions became more stringent,
reflected in the difference between the LIBOR on various currencies and the key rates of
various central banks, despite measures taken by monetary and governmental authorities to
boost activity.

4. There was a drop in the volume of bonds issued by emerging countries, especially over
the second half of the year under the influence of a generalised increase in margins on
secondary markets. The EMBI+ index closed for the year at about 690 base points, gaining
more than 400 base points compared to its level at the beginning of the year, while marking a
peak of 860 base points toward the end of October as investor aversion to risk became more
acute.

A. THE STOCK MARKET

2008 ended with a record drop in the major stock market indexes, after five straight years of
growth. Practically all stock markets around the world (all categories of assets taken
together) had a hard year. The financial crisis that began in 2007 with a crisis in
indebtedness and credit, notably in the United States, spread to the rest of the world
economy in 2008. Banking stocks, hard hit by the credit crisis, was the main vehicle for
falling values throughout the year. All world stock markets posted record losses. In the
United States, Wall Street experienced its worse year since 1931, with the Dow Jones down
by 34%. European stock markets lost between 31% (London) and 50% (Amsterdam,
Brussels, Milan) of their value. The crisis hit stock markets in emerging countries even
harder, after good performance over the past few years. The MSCI index of emerging stocks
fell by 54%. Overall, the MSCI world index lost more than 43% of its value. Risk premiums on
stock market indexes hit record levels, in a context of fear of further defaults on payment. In
12 months, the major international stock markets lost almost half of their capitalisation, more
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than 25 000 billion dollars. In Paris, more than 600 billion euros went up in smoke just for
CAC 40 stocks.

Realisation of the gravity of the US subprime mortgage crisis and of a possible recession in
the western hemisphere caused the first sharp drop of the year on 21 January 2008 :
(-6.83 % in Paris). Then the announcement by Société Générale of a 4.9 billion euro loss in
the wake of fraudulent transactions by one of its traders also affected stock markets. In mid
March, acquisition by JP Morgan Chase & Company of the American bank Bear Stearns
caused new turbulence on the markets. Since then, stock markets have been relatively calm,
as prices for raw materials soared, especially for oil, which listed 147 dollars a barrel in July.

But the situation changed suddenly in September, with the bankruptcy of Lehman Brothers
and the emergency bail out of the insurance company AlG. These two events had profound
financial, economic, political and social repercussions. A large number of US banks (such as
Merrill Lynch) as well as European banks (Fortis, Dexia...) had to be saved from bankruptcy
by their governments. Totally at sea, stock markets panicked and there were record drops
and increases alternating at unprecedented volatility.

Faced with collapse of confidence in the main institutions of the international banking system,
authorities in a number of countries launched an unprecedented wave of initiatives to stop
the freefall in the value of assets. There was a series of official interventions at the end of
September, notably suspension of short sales of financial stocks and prohibition of short
positions, which helped to gain some short term recovery on equity markets.

But the announcement of more unfavourable macroeconomic results began to offset the
initial impact of these official initiatives. Toward the end of October and in early November,
equity markets were clearly reacting to fears of recession. Stock market indexes fell virtually
everywhere in the world at a degree unknown since the 1930s, affected by negative news
about profits, tougher loan conditions, and a rapid decrease in consumer confidence. By the
end of November, despite new easing of monetary policy by several Central Banks, stock
markets had lost a further 35% from end August levels.

In Europe, the Paris stock market's CAC 40 index finished the worst year in its history, down
by 42.7%. This was almost as high as the drop in the Eurostoxx index of the 50 leading
stocks in the euro zone (-44.3%), the highest annual loss ever recorded by the index since it
was created in June 1988. The pan-European index FTSEurofirst 300 closed for the year
down by a bit more than 44%, the worst performance in its history. The Dax index of the 30
leading German stocks plunged by 40.4%, after gains of 22% in 2007.
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TRENDS IN CAC 40 AND NASDAQ COMPOSITE INDEXES IN 2008
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Although it managed to resist in the first half of 2008, the CAC 40 caved in starting in
September, when the financial crisis took a dramatic turn for the worse, followed by signs of
overall recession. It was the worst performance in the 20 years that the Parisian index has
existed, victim of the economic and financial crisis that struck all categories of assets.

The London stock market's FTSE 100 index lost 31.3% of its value in 2008, the largest
annual drop since it was created in 1984, another victim of the financial crisis and of the
recession that weighed on corporate results.

In Iceland, the Reykjavik stock market was near bankruptcy, having lost 90% of its value.

On US markets, the three main New York indexes recorded spectacular losses. By yearend,
the S&P 500 had gone down by 38.5%, the Nasdaq (with a high proportion of technology
stocks) lost 40.5%, and the Dow Jones experienced its worst year since 1931 with a
decrease of 34%.

US stock market indexes posted their lowest levels on 20 November 2008, in the wake of
fears of severe world economic recession. When the worst unemployment figure in 16 years
was announced, the S&P 500 fell to its lowest level since 1997.

TRENDS IN NIKKEI 225 AND DOW JONES IN 2008
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A breathtaking drop of 42.1% was recorded at the end of 2008 on the Japanese stock
market, the sharpest drop in 58 years.

Emerging stock markets were among those hardest hit by the crisis, with the Moscow stock
market plummeting by 72%, the Shanghai market by more than 65% and the Bombay market
by 52%. This situation was engendered by collapse of the world financial system and the
worst world economic crisis since 1930. The Shanghai stock market’'s 65% loss of value in
2008 was the worst in its 18 year history, as slower economic growth burst the speculative
bubble prevailing on this Chinese market, after several years of two-digit economic growth.
The Shanghai stock market gained 130% in value in 2006 and 97% in 2007, with the
dynamic Chinese economy attracting millions of new investors. But the overabundant supply
of stocks compared to demand and uncertainty about prospects for world trade (the main
motor for growth in China) caused a brutal crisis of confidence in the stock market’s
capitalisation. The Moscow stock market's RTS index fell by 72.4% in 2008, probably the
most severe loss of all the leading world stock markets.

The main stock markets in Latin America encountered sharp drops after the crisis broke out
in September. The Mexican stock market lost 24.1% in value throughout the year and the
Merval index for Argentina’s stock market fell by 49.9%.

TRENDS IN MAIN STOCK INDEXES

Financial Index 31/12/07 311208 | Vafation
Paris CAC-40 5,614.1 3,218.0 -42.7
Frankfort DAX-30 8,067.3 4,810.2 -40.4
London FTSE-100 6,456.9 4,434.2 -31.3
New York DOW JONES 13,264.8 8,776.4 -33.8
New York Nasdaq composite 2,652.3 1,577.0 -40.5
Tokyo NIKKEI-225 15,307.8 8,859.6 -42 1

B. BOND MARKETS

Taking advantage of its status as a safe haven as stock market prices fell (especially in the
banking and automotive sectors), the climate of economic slowdown in industrialised
countries and accommodating monetary policy, bond markets went up in 2008. Bond yields
closed for the year (in line with high volatility on all market segments) at their lowest level.

On the US market, starting in January and under the influence of growing concern about
economic prospects, US bond yields dropped sharply. The two year yield on UST bonds lost
99 base points, dropping to 2.15% on 30 January 2008, while ten year yield lost 38 base
points, down to 3.65%.

Affected by market expectations of a drop in the federal fund rate to 2% by June 2008, two
year US Treasury bonds began to drop in February, reaching a threshold of 1.34% mid
March because of worsening conditions on the mortgage market in the wake of difficulties at
Bear Stearns. Rates for 10 year US Treasury bonds, however, went up to 3.91% in February
before falling to 3.30% on 17 March, losing more than 70 base points compared to the figure
at the beginning of the year.
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The exceptional measures taken by the Federal Reserve, notably assertive intervention in
providing a bailout for Bear Stearns and a 75 base point drop in the key rate to 2.25% at its
meeting of 18 March 2008 helped to achieve fragile recovery on markets and some gain in
investor confidence. But publication of economic indicators that were better than expected
brought about a return to risky assets. US bond yields thus began to edge up again in April,
reaching their highest level for the year on 16 June 2008 at 3.04% for two year bonds and
4.28% for 10 year bonds.

Such strong growth in yields ended in the second half of June, influenced by uncertainty
about growth and expectations of higher inflation in the wake of soaring prices for oil and
commodities. The Fed’s decision at its meeting on 24-25 June to hold its main key rate to 2%
did not have any notable effect on long term rates, which remained unchanged. But bond
yields went up somewhat at mid July, affected by the various measures taken to save
government-sponsored agencies, before falling anew starting on 20 August.

Deepening of the financial crisis in September and greater problems in bank refinancing
(especially after US Government intervention to bail out two mortgage refinancing giants)
caused greater concern in the real economy, with rate expectations diminishing and flight to
quality increasing sharply. The US two year rate lost 41 base points, dropping to 1.98%,
while the ten year rate slackened over the first half of the month to 3.40% before rising to
3.86% at the end of the month because of the impact on the US budget of the various
support measures taken.

Energetic intervention by authorities in all developed countries starting in October in the form
of bailout plans created a new phase for bond markets. In taking such action, governments
shifted risk from the private sector to the banking sector by setting up a recapitalisation fund,
thus putting an end to flight to quality by having long term sovereign bonds bear risk of
additional credit. In effect, ten year US bonds went up by 15 base points over the end
September figure to 4% per annum.

This sharp correction in stock market values in a generalised crisis of confidence and doubt
about the soundness of financial institutions once again caused an investor rush to stocks
considered to be the surest possible choice. The drop in yields was more marked in the US,
where the 10 year UST bond lost some 100 base points, down from 3.92% to 2.92%
between November 1st and November 28th, while very short term yields were near to zero.
The US bond market closed for the year on an upturn, as the spectre of recession took hold
in the leading industrialised economies. The 10 year rate sank in December to close at
2.21%.

On the European market, yield rates on the Bund also fell at the beginning of the year,
influenced by a new wave of aversion to risk, despite lower monetary pressure in the region.
Two and 10 year rates were down by 47 and 36 base points to 3.38% and 3.94%
respectively. Long term vyields eased off on 17 March by 62 base points compared to the
figure at the beginning of the year, posting 3.68%, affected by anticipation of accommodating
monetary policy by the European Central Bank. At the end of February, markets expected a
drop of 25 base points in the key rate by May to 3.75%, along with a second drop of 25 base
points to 3.50% by August.
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TRENDS IN 10 YEAR YIELDS IN 2008 (In %)
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Reacting to positive trends on stock markets, 10 year yields on the Bund rose by 90 base
points between mid March and mid June. The trend reversed at the end of June as hopes for
economic growth diminished in the wake of soaring prices for oil and commodities. Still,
yields rose in mid July as bailout measures were taken by US officials.

Publication of indicators reflecting slowing of the economy in the euro zone that was more
pronounced than expected in September (a drop in the manufacturing PMI index :
purchasing manager’s index to 45.3% instead of the expected figure of 47.3%), and spread
of the liquidity crisis to European banks (bringing about the bailout or nationalisation of some)
altered short term monetary expectations in favour of a quick drop in key rates and a sharp
drop in short term rates.

Compared to end August, the two year Bund rate lost more than 60 base points, coming to
3.49% at the end of September. The ten year rate fell by 16 base points to 4%, then to
3.78% in October, influenced by lower expectations of inflationary pressure.

European bond markets continued on an upturn in November, in a context of negative
information about the international banking sector, harsh economic prospects, and
intensification of the liquidity crisis in the zone. For November, the 10 year yield on the Bund
lost 54 base points, falling to 3.26%. Yields continued to fall in the final month of the year,
closing for 2008 at 2.95% for 10 year bonds.

On the Japanese market, long term rates fell over the first three months of the year, losing
23 base points from the end 2007 figure, posting 1.28% for the ten year JGB. Trends
reversed in the second quarter of the year, with the ten year bond reference yield coming to
1.86% in the first half of June, gaining more than 50 base points as fears about growth
lessened.

Ten year yields remained stable at about 1.5% for the period July-November. They began to
fall starting the end of November, influenced by flight to quality as the crisis worsened and
spread, closing for the year at 1.17%. This drop in Japanese yields over the second half was
however less severe than the drops in US and European yields.
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Emerging markets experienced soaring margins on bond issues. With a relatively calm start
to the year thanks to emerging countries being somewhat immune to the impact of the crisis,
margins for international issues by these countries on secondary markets widened to reach
over the first half of the year (according to the EMBI+ index) some 330 base points. This is a
high 100 base points more than at the beginning of the year, influenced by high volatility on
the main international stock markets and an increase in prices for raw materials (oil and
agricultural products).

The bankruptcy of Lehman Brothers in mid September was the main factor affecting investor
confidence and pushing up margins on international issues by emerging countries on
secondary markets. In this climate, the EMBI+ index rose to 860 base points at the end of
October (its highest level since 2002), an increase of more than 600 base points above the
level of margins at the beginning of the year. Under the influence of falling yields for US
bonds and revision by the FED on 16 December of its key rates (which somewhat
encouraged investors to return to emerging stocks), margin levels fell slightly, closing for the
year at some 690 base points.

To summarise, bond markets were marked in 2008 by greater volatility and by good
performance especially for US bonds. 2008 was also marked by reorientation of demand
from business, agency and emerging country securities to sovereign securities.

TREND IN 10 YEAR YIELDS FOR MAIN CURRENCIES

Closure 2007

Closure 2008

Variation (bp)

Dollar 4.03 2.21 -182
Euro 4.35 2.95 -140
Yen 1.50 117 -33
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IV. WORLD COMMODITIES MARKET

2008 was marked by a steep increase in commodity prices over the first half of the year,
reaching record levels for a number of products. Prices then fell sharply in the second half of
the year. For the first period, prices continued on the upward trend in effect since 2003, in a
context of sustained world demand for industrial raw materials, especially from emerging
countries such as China, India, Brazil and Russia. Demand was especially high for energy and
the main foodstuffs, in a context marked by low world stocks and low production levels.
Soaring prices for commodities (which helped exporting countries and hurt trade balances in
importing countries) ended in July 2008. As of August of the same year, a downward spiral in
the prices of most products then began, especially with the start of recession in the main
industrialised countries and the resulting drop in international demand, on top of the effects of
appreciation of the US dollar and of withdrawal from raw material markets of speculative funds
seeking liquidity in the prevailing financial turmoil. The overall commodity price index
expressed in dollars went up by a total of 27.6% in 2008, compared to 11.8% the year before.
There was faster growth mainly in the price of energy products (40.1% vs. 10.4% a year
earlier) and those of food (22.7% vs. 15.9%). Inversely, the price index for base metals
dropped by 8%, following 2007’s 17.4% increase, mainly attributable to falling prices for lead,
zinc and copper. Exclusive of energy, trends in world commodity prices grew more slowly than
the year before : 7.4% on average vs. 14.1%.

COMMODITY PRICE INDEX (in %)
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A. FOODSTUFFS

World prices for foodstuffs went up sharply over the first half of 2008, influenced by fairly
strong international demand and disruption in supply because of uncertain weather, higher
production of bio fuels, and export restrictions imposed by a number of countries to cope with
the food crisis. Over the second half of the year, prices tended to fall, affected by shrinking
demand, an end to export restrictions, and promising prospects for harvest of most products.

World production of cereals went up in 2008 at almost the same pace as a year earlier (6%) to a
record level of 2,491 million tonnes. Although most of this production continued to be in
developing countries, the increase was based mainly on better harvests in developed countries,
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where production was up by 12.3% on average vs. growth of 2.3% for developing countries. The
wheat harvest recorded the highest increase (12.4% vs. 2.3% in 2007), followed by that of
secondary cereals (4.6% vs. 9.6%) and rice (2.5% vs. 3.8%). Higher production of wheat was
attributable essentially to the main European country producers, following an increase in land
planted and higher yields, which are for the most part higher than the world average. This helped
largely offset the drop and/or slower growth in production in other regions such as Asia and
particularly the Middle East (notably Turkey and Iran) as well as South America (especially
Argentina), where the harvest was adversely affected by drought.

CEREAL WORLD PRODUCTION (In millions of tonnes)
L. Variation in %
Description 2006 2007 2008 2007/2006 2008/2007

Total 2,216.2 2,349.0 2,491.3 6.0 6.1

- Wheat 596.5 610.5 686.1 2.3 12.4

- Secondary cereals 985.1 1,080.0 1,130.2 9.6 4.6

of which : *Corn 712.3 793.0 7871 11.3 -0.7

*Barley 137.4 134.4 154.5 -2.2 15.0

- Rice 634.6 658.5 675.0 3.8 2.5

Source : Food and Agriculture Organisation (FAO)

Despite improved production, world prices for wheat went up in 2008 by 27.8%, compared to
32.8% a year earlier. They reached record levels in the first half of the year, with a peak of
$440 dollars a tonne in March. Prices then fell to $220 a tonne in December, a drop of some
40% compared to the previous year’s level. This was due in particular to prospects for a
good harvest, on top of an end to export restrictions in most exporting countries. This drop in
prices accelerated in the closing months of the year, reflecting increasing concern about
slowing demand in the wake of the world economic and financial crisis.

The same trend held for the price of secondary cereals. In particular, promising prospects for
production in most regions, abundant availability of wheat to be used in cattle feed, and
slower growth in the world economy that caused a drop in demand for secondary cereals
(especially corn, used in the production of ethanol) were the main factors influencing prices
over the second half of 2008. Corn prices, after hitting a peak of $287 a tonne in June, fell in
December 2008 to a level that was 12.2% under the previous year’s figure. Still, for the year
as a whole, prices went up by a steep 36.8% vs. 33.6% in 2007, to an average of $223 a tonne.
Barley prices follo-wed the same trend, despite considerable recovery in production (+15%
vs. -2.2% in 2007).

MONTHLY TRENDS IN WORLD WHEAT PRICES
(USD/ Tonne)
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Rice enjoyed record production in 2008 of 675 million tonnes, about 27% of the world cereal
harvest. But despite this higher level of production in most regions (especially Asian countries),
world rice prices went up by an astronomical 85.7% (vs. 8.6% in 2007) to an average of $700 a
tonne. This was based on faster growing prices over the first five months of the year, with a
record of more than $1,015 per tonne in April. Rice prices then began to fall, in line with higher
exportable availability, following partial or total suspension of export restrictions and favourable
prospects for harvests. Overall, rice prices remained high, posting an average of $551 per
tonne in December 2008 compared to $398 in December 2007.

World production of fats and oils rose by 4.9% (vs. 1.8% in 2007) to 163 million tonnes. This
increase involved production of palm oil (+10.7% vs. 3.6% a year earlier) and of colza oil
(+7.6% vs. -1.2%).

VEGETABLE FATS WORLD PRODUCTION (In millions of tonnes)
i Variation in %
Description 2006 2007 2008 2007/2006 | 2008/2007

Total 152.6 155.4 163.0 1.8 4.9
of which :

- Soybean oll 34.6 36.4 37.5 5.2 3.0
- Palm oil 36.0 37.3 41.3 3.6 10.7
- Colza ol 17.2 17.0 18.3 -1.2 7.6
- Olive oil 2.6 2.8 2.6 7.7 -7.1

Sources : Food and Agriculture Organisation (FAO), United States department of agriculture (USDA) and international
olive oil Council

World prices for the main vegetable oils followed an upward trend over the first half of 2008.
This was due in particular to a drop in the soybean harvest in the United States (the leading
producer) because of flooding in production areas, soaring oil prices that brought about a
significant increase in land used to produce bio fuels, and disruption in supply because of the
soybean crisis in Argentina, the third largest exporter in the world.

Soybean oil prices hit a record level of $1,414 per tonne in June 2008. Prices since then took
a downturn, falling to $681 per tonne in December. In terms of annual averages, prices went
up by 41.8% vs. 44.9% in 2007.

Palm oil, which has the highest consumption in the world, posted prices ranging from a
record of $1,147 per tonne in March 2008 because of insufficient supply of other vegetable
oil to $440 per tonne in December (-50% approximately compared to the December 2007
figure). On average, they went up by 20% (vs. 72.4% a year earlier) to $863 per tonne. It
should be noted that the world market for palm oil is essentially dominated by two countries
that account for almost 85% of overall production : Malaysia and Indonesia.

International prices for peanut oil went down by some 19% between end 2007 and end 2008.
But in terms of annual averages there was a high 57.6% increase to $2,131 per tonne,
compared to an increase of 39.4% in 2007.

Olive oil, despite a 7.1% drop in world production (vs. 7.7% increase in 2007), continued in
2008 on the downward price trend that began the year before, influenced by lower demand
from industrialised countries and by projections of good harvests in most of the leading
producing countries for the 2008-2009 season. Between the end of 2007 and the end of
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2008, prices for this product went down by 26.2% to $3,355 per tonne in December 2008.
Average level fell by 8.6% to $4,167 per tonne, compared to a drop of 16.9% a year earlier.

Prices on the world market for sugar recovered markedly, despite higher stocks (especially in
India), higher production and a higher level of exportable quantities. This was due mainly to
higher production costs (especially for energy), the impact of depreciation of the US dollar, and
projected low sugar harvests in 2009, especially in Brazil, the European Union and India. India
has even announced that it may import sugar in light of expected low production. Thus
international prices for sugar went up in 2008 by almost 25% on average, vs. a drop of 32.5% the
year before.

Coffee prices rose in 2008 by 10.5% on average (vs. 7.6% a year earlier) to $2,698 per
tonne. This faster growth was attributable for the most part to a drop in production for the
2007-2008 season (-8.3%). For this product, after rising in the first half of the year, prices
turned downward as the international economic and financial crisis foreshadowed lower
demand, and good harvests were projected for 2008-2009 that could go to record high
production. In effect, falling prices accelerated over the last quarter of the year, posting
$2,099 per tonne in December, a drop of 23.3% from the December 2007 figure, compared
to an increase of 24.6% a year earlier.

AVERAGE PRICES OF FOODSTUFFS (In dollars per tonne)

Averages for December Annual averages
. Variat. Variat.

Products | Places of quotation | 07 | 5008 | 2008/2007 | 2007 | 2008 | 2008/2007

in % in %
Wheat Gulf Ports U.S. 369 220 -40.4 255 326 27.8
Corn Gulf Ports U.S. 180 158 -12.2 163 223 36.8
Rice Thailand 398 551 38.4 377 700 85.7
Qil :
.Soybean | Dutch Ports 1,027 681 -33.7 800 | 1,134 41.8
.Palm Malaysia/North Europe 884 440 -50.2 719 863 20.0
.Peanut Europe 1,780 | 1,436 -19.3 1,352 | 2,131 57.6
.Olive United Kingdom 4543 | 3,355 -26.2 4,561 4,167 -8.6
Sugar Brazil 231 249 7.8 220 274 24.5
Coffee New York 2,736 | 2,099 -23.3 2,442 | 2,698 10.5
Cocoa London & New York 2,120 | 2,420 14.2 1,958 2,573 314
Tea London 2,061 | 2,285 10.9 2,119 | 2,695 27.2

Source : IMF International Financial Statistics

2008 saw an end to the downward spiral in tea prices recorded the year before. Prices rose
an average of 27.2% after falling by 12.3% in 2007. This trend was due mainly to sustained
world demand (notably in Asia, Russia, the Ukraine and the United States) and a drop in
world production due to lower harvests in Kenya and Indonesia, along with forecast of lower
stocks at the end of the year. Tea prices were not spared from the impact of economic
recession in industrialised countries starting in the last quarter of the year. They fell to $2,285 a
tonne in December 2008, after having hit a record $3,219 in August, a level not experienced
in the past 25 years.

World cocoa prices recorded a sharp increase of 31.4% on average, compared to 23.1% in
2007, with prices shooting up to $3,000 a tonne in June 2008, the highest level in 28 years.
There were many major factors influencing faster growth in prices for this product, notably
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uncertainty about the harvest in the Ivory Coast, falling production in Indonesia and Ghana,
and high world demand, especially in western Europe, Russia and China, especially in the
first half of the year. Despite slight slowing starting in August, the market for cocoa for the
most part held up well over the fourth quarter of the year, when the world economic crisis
started to affect commodity markets as a whole. Thus cocoa prices rose to $2,285 a tonne in
December, an increase of 14.2% vs. 24.6% in December 2007.

B. INDUSTRIAL RAW MATERIALS

As was the case for world food prices, prices for industrial raw materials soared over the first
half of 2008, influenced by high demand especially from emerging countries, depreciation of
the US dollar, and an increase in speculative transactions. But this tendency turned around
in the second half because of slowing economic activity worldwide and the difficulties
encountered by a number of key sectors such as housing and automotive industries.

International cotton prices went up in 2008 at a sustained pace of 12.8% on average
vs. 10.5% in 2007. They reached a record of $1,768 per tonne in March before falling to a
lower level of $1,214 in December, the lowest figure since February 2005. Higher prices for
this product over the first eight months of 2008 was caused by high demand from China and
forecasts of lower production in the 2008-2009 agricultural season in the United States,
Brazil and Turkey, following a reduction in land area devoted to cotton in favour of agro fuels
(cereals and soybeans). This change in conditions, concern about the international economic
and financial crisis, and the announcement of a drop of some 7% in industrial use of cotton in
2009 affected price trends starting in September, to close for the year with a drop of more
than 20%, compared to an increase of 40.7% in December 2007.

AVERAGE INDUSTRIAL RAW MATERIAL PRICES (In dollars per tonne)
Averages for December Annual averages

Products Places_ of Variation Variation

quotation 2007 2008 2008/2007 2007 2008 2008/2007
in % in %
Cotton Liverpool 1,534 1,224 -20.2 1,395 1,574 12.8
Natural rubber | Singapore 2,491 1,250 -49.8 2,037 2,614 28.3
Copper London 6,631 3,105 -53.2 7,132 6,964 -2.4
Tin London 16,245 11,292 -30.5 14,495 18,467 27.4
Zinc London 2,379 1,113 -53.2 3,250 1,885 -42.0
Lead London 2,616 968 -63.0 2,579 2,093 -18.8
Phosphate Casablanca 135 350 159.3 71 346 387.3

Source : IMF International Financial Statistics

World prices for natural rubber went up in 2008 at a faster pace than the year before (28.3%
on average vs. 13.9%), taking advantage of a weak US dollar compared to the currencies of
the main producing countries, soaring prices for oil that pushed up prices of manufacturing
synthetic rubber, as well as high demand from the tire industry in China, the leading
consumer and exporter of tires. Thus after going up until July 2008, the price of rubber began
to drop starting in August, following forecasts of higher production in 2009, the major drop in
oil prices, and lower world demand. Demand was particularly low in China, affected by the
adverse effect of the international economic crisis on sales of cars and thus on demand for
tires (70% of the final use of rubber). Consequently, rubber prices fell from $2,491 per tonne
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in December 2007 to $1,250 in December 2008 (-50% approximately), after having reached
a record level of $3,242 a tonne in June.

As for base metals, world prices were marked in 2008 by slower growth pretty much
everywhere, with a drop for certain metals such as copper, zinc and lead because of a
sizeable drop in international demand starting the second half of the year, mainly in
industrialised countries.

International prices for copper went down by 2.4% on average, compared to an increase of
6% in 2007. Price increases continued until July 2008, influenced by high demand from China,
more speculation, and concern about production because of strikes at a number of mining sites
and lack of equipment at others. Starting in August, prices for this metal fell precipitously
(especially in the last quarter of the year) to $3,105 a tonne in December, a drop of 53.2% from
the December 2007 figure. This sizeable decrease was due in particular to weaker demand
from developed countries suffering from economic recession starting the fourth quarter of the
year.

MONTHLY TRENDS IN WORLD COPPER PRICES
(USD/ Tonne)
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Tin prices went up considerably in 2008, but much less than in 2007 (27.4% vs. 65.6%), with
prices beginning to drop in August. From the end of 2007 to the end of 2008, prices fell from
$16,245 dollars to $11,292 per tonne (-30.5%), compared to a record of $23,854 in May.

Zinc prices continued on the downturn that began in the last quarter of 2007, posting a 42%
drop in 2008 compared to virtual stagnation the year before (-0.5%). This situation was due
in particular to abundant world supply, in line with higher mining production in Latin America,
China, India, Iran and Kazakhstan, and the drop in consumption of zinc in Europe and the
United States following the slowdown in economic activity. The very low level of international
prices for this metal (which have fallen below production cost) has led several producing
countries to close a number of mines and halt work at production sites, especially in
Australia, Canada and the United States.

Lead prices dropped by almost 19% in 2008 after doubling the year before. This reversal in
trend was due mainly to an increase in mining production in a number of countries such as
Bolivia, Canada and China, combined with the impact of fallout from the world economic and
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financial crisis on demand. In this context, world lead prices fell considerably starting from
December 2007 to below $1,000 a tonne in December 2008 (-63%).

Continuing in the same vein as in 2007, world prices for phosphates and phosphate-based
products posted an unprecedented increase in 2008. Phosphate prices reached an average
$346 a tonne (up from $71 the year before), with a record high of $430 in August and
September 2008. They then fell back to $350 a tonne in December, an increase of 159.3%
above the 2007 figure, in the context of diminishing world economic activity because of the
financial crisis. Despite the 7% increase in world production of phosphates in 2008, soaring
prices for this product were fanned by unbridled international demand, especially from China
and India for use in fertilisers. China imposed taxes and restrictions on exports in order to
ensure coverage of its ever-growing domestic needs.

C. CRUDE OIL

After an upward price trend in effect since 2003, the international oil market was charac-
terised by two very distinct periods in 2008. The first lasted until the summer, with prices for a
barrel of oil continually rising to reach a record level very near $150 a barrel for the light
sweet crude in mid July. The second period, which started in July, saw prices fall by some
70% between July and December 2008.

The main factors causing crude oil prices to soar until the end of July (high international
demand, concern about insufficient refining capacity, greater speculation in a context of flat
stock market activity, and a weak US dollar) were no longer in effect by August 2008, as
economic prospects deteriorated. Thus the risk of faster slowing of demand (especially after
the start of recession in the main industrialised economies) along with a stronger dollar
led to a drop in crude prices, which by December 2008 had fallen to their 2004 level of some
$42 for a barrel of Brent. This was a drop of 54.5% from the December 2007 figure, following
an increase of 46.7% a year earlier.

TRENDS IN WORLD SUPPLY AND DEMAND FOR CRUDE OIL (In millions of barrels per day)
Description 2006 | 2007 2008 Variation in %
2007/2006 2008/2007

Oil supply 85.5 85.6 86.4 0.1 0.9
OPEC 34.3 35.4 36.9 3.2 4.2
Outside OPEC 51.2 50.2 495 -2.0 -1.4

Oil demand 85.1 86.0 85.7 1.1 -0.3
OECD 49.6 49.1 47.5 -1.0 -3.3
Outside OECD 35.5 36.9 38.2 3.9 3.5

Difference : supply - demand 0.4 -0.4 0.7

Source : “Le Pétrole et le gaz arabes” Magazine

Faced with this situation, in an effort to reintroduce balance on the oil market, the
Organisation of Petroleum Exporting Countries (OPEC) reduced its production ceiling by
more than four million barrels a day between September and December 2008. Thus the
average price for a barrel of Brent went up by some 34% over the remainder of the year (vs.
11% the year before) to $97.66.
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MONTHLY TRENDS IN THE PRICE OF BRENT ON WORLD
OIL MARKETS (USD per barrel)
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As for world supply and demand for crude oil, the market was characterised in 2008 by
average supply that exceeded demand by 0.7 million barrels a day. A 0.9% increase in
supply of oil, attributable solely to OPEC countries (4.2%), was in contrast to a 0.3% drop in
world demand, more specifically that of OECD countries (-3.3%), whose share came to more
than 55% of total.

TREND IN CRUDE OIL PRICES ON INTERNATIONAL MARKETS
(In dollars the barrel)

Description 2001 2002 2003 2004 2005 2006 2007 2008

Brent 2441 | 25.00 28.85 38.30 54.44 65.39 72.71 97.66

Light sweet crude 2587 | 26.12 31.10 41.45 56.44 66.05 72.29 99.66
Source : IMF International Financial Statistics

D. THE EFFECT OF PRICE TRENDS FOR THE MAIN COMMODITIES ON
TUNISIA’S BALANCE OF TRADE

Like other countries, especially net importers, Tunisia suffered from the impact of the
unprecedented increase in commodity prices (especially prices for food and energy products)
over the first half of 2008.

On the basis of a sample of traded products representing about 35% of overall exports
and 41% of imports, price trends on the world market mean a negative impact estimated at
351.9 MTD or 5.3% of the overall deficit in the balance of trade. This figure would have been
higher if it had not been for the drop in international prices over the second half of the year.
In particular, higher energy prices throughout the year had a negative effect of 176.3 MTD
(half of the overall adverse impact) on the balance of energy and thus on the balance of
trade. In effect, 1,238.6 MTD in gains from export of energy was not enough to offset the
negative impact of imports (almost 1,415 MTD), notably crude oil (319.8 MTD), diesel fuel
(485.8 MTD) and natural gas (206.5 MTD).

Exclusive of energy, the increase in world prices had a negative impact of 175.6 MTD. This is
because the positive effect especially of exported phosphoric acid (634.5 MTD), phosphate
diammonium (617.9 MTD) and triple superphosphate (471.1 MTD) was offset by an increase
in the cost for purchase of a number of products, notably non refined sulphur (953.6 MTD),
cast iron/iron/steel (457.8 MTD), cereals (317.3 MTD) and vegetable oil (209.4 MTD).
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IMPACT OF PRICE TRENDS FOR THE MAIN COMMODITIES ON TUNISIA’S BALANCE OF TRADE
(Quantities in thousands of tonnes ; prices in dinars per tonne)

2007 2008 Variation

Unit | Quan- | Value jn | Unit Quan- | Value jn | Unit | Impact

price tity MTD' price tity MTD' price | in MTD
Exports 5,702.4 8,388.0 3,207.9
Olive oil 4,032 172.6 696.0 4,489 169.1 759.1 457 77.3
Seafood 10,879 214 232.8 11,880 20.0 237.6 1,001 20.0
Dates 3,062 68.9 211.0 3,010 69.5 209.2 -52 -3.6
Cereal flours 565 43.7 24.7 453 12.8 5.8 -112 -1.4
Crude oil 663 | 3,971.3 2,631.8 936 | 3,438.2 3,218.8 273 938.6
Refined oil products 613 | 825.6 506.0 941 914.7 861.1 328 300.0
Lime phosphate 57 11,236.7 71.0 205 879.1 180.5 148 130.1
Triple superphosphate 396 819.7 324.9 1,027 746.6 767.0 631 4711
DAP 520 | 977.7 508.6 1,224 877.7 1,074.3 704 617.9
Phosphoric acid 382 | 900.3 343.9 1,341 661.6 887.2 959 634.5
Cement 98 [ 1,550.4 151.7 112 | 1,668.6 187.4 14 234
Imports 8,161.0 12,359.7 3,559.8
Dairy milk 3,168 15.5 491 3,299 241 79.5 131 3.2
Meat 4,250 4.4 18.7 5,212 5.2 271 962 5.0
Hard wheat 547 | 609.2 333.4 721 659.2 475.3 174 114.7
Soft wheat 360 | 1,122.5 404.2 472 | 1,103.2 520.7 112 123.6
Corn 291 618.3 180.2 364 749.2 272.5 73 54.7
Barley 338 | 787.7 265.9 386 505.9 195.1 48 24.3
Coffee 2,492 12.6 314 3,112 16.9 52.6 620 10.5
Tea 1,935 9.3 18.0 2,288 104 23.8 353 3.7
Sugar 449 | 3537 158.8 500 324.3 162.3 51 16.5
Vegetable oil® 974 | 296.1 288.5 1,555 360.4 560.6 581 209.4
Crude oil 672 | 1,110.5 746.1 931 1,234.7 1,149.4 259 319.8
LPG 793 | 3134 248.4 1,043 336.6 351.1 250 84.2
Fuel oil 426 | 681.1 290.0 609 725.3 441.8 183 132.7
Gas oil 798 | 1,211.2 966.7 1,166 | 1,320.1 1,539.3 368 485.8
Kerosene 896 175.4 157.2 1,291 275.6 355.9 395 108.9
Petrol 858 | 264.3 226.8 1,128 285.2 321.7 270 77.0
Natural gas 374 | 843.2 315.4 540 | 1,244.1 672.3 166 206.5
Non-refined sulphur 111 {1,390.4 154.1 648 | 1,775.8 1,150.2 537 953.6
Ammonia 378 | 276.0 104.2 769 276.2 212.4 391 108.0
Wood & worked products 794 344.6 273.6 767 361.9 277.7 -27 -9.8
Bulk cotton 1,794 22.3 40.0 2,098 13.3 27.9 304 4.0
Paper pulp 874 89.2 78.0 905 92.4 83.6 31 2.9
Natural rubber 2,906 13.8 40.1 3,410 13.9 474 504 7.0
Raw tobacco 3,696 7.9 29.2 4,115 8.7 35.8 419 3.6
Plastic raw materials 2,317 | 262.7 608.7 2,403 274.2 658.8 86 23.6
Plastic worked products | 6,726 77.8 523.3 7,097 85.3 605.4 371 31.6
Cast iron, iron & steel 759 (1,380.5 1,048.1 1,125 | 1,250.9 1,407.2 366 457.8
Copper & worked products | 9,482 42,7 404.9 9,457 481 4549 -25 -1.2
Aluminium & worked
products 5,284 29.9 158.0 5,236 37.7 197.4 -48 -1.8
Overall effect -351.9
(Export — Import)
Of which : energy3 -176.3

Sources : National Statistics Institute (INS) and BCT

! Figures comply with data in foreign trade chapter.

% Edible oil and for other usage.

® Includes imports of crude oil, natural gas and the main refined oil products (PLG, fuel-oil, gas-oil, kerosene and
petrol).
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DEVELOPMENT OF TUNISIA’S
ECONOMIC ACTIVITY



GLOBAL TRENDS IN ECONOMIC ACTIVITY

2008 was marked by intensification, starting in September, of the financial crisis that began
in 2007 under the impact of the subprime crisis in the United States and its spreading to most
advanced and emerging countries. This led to drying up of bank liquidity and loans, sharp
downturns on stock markets, and bankruptcy at major financial institutions. As a result, the
world economy suffered from overall slowdown and the beginning of recession in the main
industrialised countries.

In Tunisia, although the financial sphere was spared from the repercussions of this crisis, the
economic activity - wide open to the outside world - could not help but be affected by the
record increase in world commodity prices (especially for energy and cereals) over the first
half of 2008 and the drop, starting in October, in foreign demand for the goods turned out by
Tunisia’s main exporting sectors, notably textiles/clothing and mechanical/electrical
industries.

Despite these adverse circumstances, the Tunisian economy managed to post a 2008
growth rate of 4.6% in real terms, compared to 6.3% a year earlier. This was made possible
by robust foreign trade and strong domestic demand, notably household consumption and
private investment, mainly with major foreign direct investment (FDI) flows boosted by
reforms and an enhanced business environment.

Exclusive of agriculture and fishing, which experienced a slower pace in added value in real
terms (0.1% vs. 3.3% in 2007), the economy grew by 5.2%, down from 6.7% the year before.
This was due in particular to the strong performance of market services, which posted 7.6%
growth vs. 8.2% a year earlier, contributing 3.3 percentage points to real GDP growth, just
slightly less than the 2007 figure of 3.5 percentage points. There was higher growth for
transport (5.5% vs. 5.3% in 2007) and tourism (4% vs. 3.5%). There was also strong
although slower growth in the communications sector: 17.7% vs. 20%.

Industrial growth came in at a slower 2.7% rate, following 2007’s remarkable increase of
7.7%. Slower growth was posted by manufacturing industries (4.2% vs. 6.8%), notably
mechanical/electrical industries (8.4% vs. 15.1%) and textiles/clothing-leather/footwear (2%
vs. 5.7%), influenced by lower demand from abroad over the closing months of 2008. On the
other hand, agrofood industries as well as building material, ceramics and glass industries
posted sustained growth. Growth was down in non manufacturing industries, from 9.2% in
2007 to 0.3% in 2008, affected by negative growth in mining (-4% vs. 1% in 2007) and
hydrocarbons (-6.5% vs. 22.5%), due in particular to lower production of lime phosphates
and crude oil. Overall, the contribution of the industrial sector to economic growth fell in
2008, posting 0.7 percentage point (15.9%) compared to 2.1 percentage points or 32.9% a
year earlier.

Despite the slower pace of economic growth, and taking into consideration the increase in
net current foreign transfers (mainly savings on wages sent home by Tunisians living
abroad), average per capita income rose in 2008 at a faster pace than the year before (8.8%
vs. 8.3%), to almost 4,832 dinars or about 3,926 dollars. This helped improve the standard of
living for the population at large, which in turn boosted the economy.
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Gross fixed capital formation (GFCF) rose in 2008 by 14.8% in current prices vs. 12.7% a
year earlier, to 12,520 MTD. This translated into an increase in the investment rate from
23.9% of GDP in 2007 to 24.9% in 2008. The private sector’s contribution to the national
investment effort has continued to rise, up from 60% in 2007 to 62% in 2008, thanks to
reforms targeting a better business environment, greater private initiative, and setting up of
new businesses.

The higher level of investment went in particular to non manufacturing industries, mainly
hydrocarbons and mining, manufacturing industries, in particular, building material, ceramics
and glass industries, chemical industries, market services such as transport, trade and
miscellaneous services as well as utilities.

There was a considerable increase in FDI, up by 64.1% between 2007 and 2008 to some
3,399 MTD, 27.1% of overall GFCF. This increase went in large part to the energy sector
(65.6% share in 2007, 57% in 2008) and manufacturing industries (23.5% share in 2007,
19% in 2008).

At the same time, national savings grew considerably (10.9% vs. 12.8% in 2007) to
11,664 MTD. Thus the savings rate expressed as a ratio of gross national available income
(GNAI) rose from 23.1% in 2007 to 23.3% in 2008. But the domestic financing rate for
investment fell slightly, from 96.4% in 2007 to 93.2%.

Global final consumption expressed in current prices went up steadily, at a rate very near
that of nominal GDP: 9.7% and 10.3% respectively, up from 8.5% and 10.2% in 2007.
Private consumption in particular enjoyed sound growth (10.3% vs. 8.6% last year),
representing some 62% of GDP.

79,800 new jobs in fishing and non agricultural activities were created in 2008, a somewhat
lower number than 2007’s 80,000. Given the slight increase in additional job demand
(estimated at about 88,300 vs. 87,000 a year earlier), the rate of coverage by newly created
jobs went down, dropping from 92% in 2007 to 90.4% in 2008. But the unemployment rate
remained stable at 14%, vs. 14.1% the year before.

Influenced by higher consumption and a considerable increase in commodity prices over the
first half of 2008 under the impact of imported inflation, domestic prices rose at a faster pace,
both at the level of production and of retail sales. Thus despite some easing starting in
August, the inflation rate rose from 3.2% in 2007 to 5% in 2008.

Excluding food and energy, with the world prices reaching record high levels in 2008, the
increase in the general price index for household consumption was very near the 2007 figure
of 3.3% on average, vs. 3.1%. Prices were kept down thanks to higher production of most
agricultural products, rational use of budgetary funds, an increase in subsidies by the general
equalisation fund in order to maintain purchasing power, and the conduct of monetary policy
that seeks to ensure sufficient financing for the economy and price stability.

As for external payments, trade continued to increase significantly in 2008, at 21.8% for exports
and 23.8% for imports, vs. 24.8% and 22.2% in 2007. This meant a 31.4% (1,577 MTD)
increase in the trade deficit, with a subsequent 1.2 percentage point drop in the rate of
coverage to 6,604 MTD (78.2%).
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Slightly slower growth in exports was attributable to the textiles/clothing sector (-0.2%
vs. 16.4% in 2007), mechanical/electrical industries (18.3% vs. 30.9%) and energy (30%
vs. 55.5%). Inversely, exports were up for chemical industries (96.7% vs. 22.3% a year
earlier) because of the high increase in prices for phosphate by-products on the world market
as well as for foodstuffs (14.5% vs. 1%).

The significant increase in imports, due at least in part to higher prices and appreciation of
the euro, involved in particular energy products (63.7% vs. 5% in 2007) and raw
materials/semi-finished products (30.2% vs. 27.3%). On the other hand, import of other
categories of goods grew at a slower pace, notably consumer goods (5.8% vs. 15%) and
capital goods (11.4% vs. 25.6%).

Moreover, following better performance in the main parameters of tourism, illustrated by
respective increases of 4.2% and 1.5% in the number of non resident entries and bednights
(vs. 3.2% and 1.3% in 2007) to more than 7 million tourists and 35 million bednights, income
in foreign currency generated by tourism rose by 10.2% in 2008 (compared to 8.9% the year
before) to 3,390 MTD. This amount represents more than 51% of the deficit in the balance of
trade, down from 61% a year earlier.

Work remittances came to 2,436 MTD, an increase of 10.8% in 2008, vs. 9.4% the previous
year. This helped limit the impact of the increase in capital income expenditure on the
widening deficit in the balance of factor income.

Thus the current deficit increased by 934 MTD in 2008, coming to 2,109 MTD or 4.2% of
GDP vs. 2.6% in 2007. This was due in particular to a widening of the trade deficit, which
was only partially offset by improvements in the balance of services and the level of work
remittances. Still, this deficit was largely covered by net capital inflows, which almost doubled
between 2007 and 2008, reaching 4,022 MTD, following a net increase in FDI flows along
with a drop in expenditure for repayment of principal on medium and long term debt.

The general balance of payments posted an impressive surplus of 2,053 MTD, compared to
883 MTD a year earlier, which helped boost the level of net assets in foreign currency. The
latter came to 11,656 MTD at the end of 2008, the equivalent of 139 days of imports,
compared to 9,582 MTD and 141 days at the end of the previous year.

Furthermore, the rate of foreign indebtedness dropped slightly, down from 43.4% of GNDI
(gross national disposable income) in 2007 to 42.6% in 2008. This was facilitated by the
absence of further borrowing on the international financial market. Similarly, the debt service
ratio dropped considerably, to 7.7% of current income of the balance of payments, down
from 11.7% in 2007.

On the monetary front, the M3 aggregate posted an increase of 14.4% at the end of 2008
vs. 12.5% a year earlier. In terms of monthly averages, the increase came to 14.8% for a
growth rate of 10.3% for nominal GDP, corresponding to a 2.5 percentage points increase in
the economy’s liquidity rate, amounting to 64.4%.

Counterparts of monetary resources were marked by a considerable increase in net claims
abroad, influenced mainly by the higher volume of FDI and of exported goods and services
and by a sustained increase in financing to the economy (13.5% vs. 9.6% in 2007). On the
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other hand, net claims on the State were up just moderately, by 107 MTD vs. 509 MTD in
2007 and 999 MTD in 2006, in relation with a drop in the outstanding balance of Treasury
bonds at banks.

In the field of public finance, the State core funds (including income from privatisation and
grants) went up in 2008 at a brisk pace of 19.8%, well above the previous year's 8.4%.
These funds came to some 13,710 MTD or 27.2% of nominal GDP. Tax revenue rose by
19.1% vs. 12.3% in 2007, coming to some 11,321 MTD or 82.6% of total, representing a tax
burden of 22.5% vs. 20.8% the year before.

Non-tax revenue was up by 23.4% to some 2,389 MTD, with income from privatisation and
foreign grants coming to respective envelopes of some 147 MTD and 192 MTD compared to
391 MTD and 37 MTD a year before. A large part of this income continued to be made up of
income from State shares in public enterprises : 977 MTD vs. 581 MTD in 2007. Oil and gas
revenue went up by 27.6% to 370 MTD.

State budget expenditure came to almost 16,099 MTD, 6.7% more than in 2007. Operating
expenses exclusive of all subsidies (which represent the majority) went up by 9.2% to about
7,230 MTD or 45% of total. Expenditure for development (exclusive of loan granting) posted
an increase of 19.7%, reaching some 3,344 MTD or 20.8% of overall disbursements.

Despite a sharp increase in outlays by the general equalisation fund and subsidies for fuel
and transport, the budget deficit (net of payment of debt principal and exclusive of
privatisation and grants) has been kept down thanks mainly to an increase in tax revenue
and rationalisation of public expenditure, coming at 593 MTD or 1.2% of GDP, compared to
2.9% in 2007.
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TRENDS IN TUNISIA’S MAIN ECONOMIC INDICATORS
(In MTD unless otherwise indicated)

Variation in %
Description 2005 2006 2007 2008 2007 2008
2006 | 2007
Accounts of the Nation
-GDP (in constant 1990 prices) 21,385 | 22,529 | 23,959 | 25,073 6.3 4.6
*GDP exclusive of agriculture & fishing 18,907 19,964 | 21,309 | 22,420 6.7 52
*Added value in agriculture & fishing 2,478 2,565 2,650 2,653 3.3 0.1
-GDP (in current prices) 37,767 | 41,408 | 45,629 | 50,325 10.2 10.3
-GDP deflator (1990=100) 176.6 183.8 190.4 200.7 3.6 5.4
-Gross national available income (GNDI) 37,573 41,522 45,459 49,997 9.5 10.0
-GNP per capita (in dinars) 3,746 4,100 4,440 4,832 8.3 8.8
-Total national consumption 29,536 | 32,197 | 34,941 38,333 8.5 9.7
*Public consumption 5,801 6,177 6,683 7,165 8.2 7.2
*Private consumption 23,735 | 26,020 | 28,258 | 31,168 8.6 10.3
-Av. propensity to consume (consump./GNDI) in %' 78.6 77.5 76.9 76.7 -0.6 -0.2
-Gross national savings 8,037 9,325 10,518 11,664 12.8 10.9
-National savings rate (in % of GNDI)' 21.4 225 23.1 233 0.6 0.2
-Gross fixed capital formation (GFCF) 8,395 9,678 10,907 12,520 12.7 14.8
*Public sector 3,576 4,152 4,363 4,758 5.1 9.1
*Private sector 4,819 5,526 6,544 7,762 18.4 | 18.6
-Investment rate (in % of GDP)1 22.2 23.4 23.9 24.9 0.5 1.0
Prices
-Industrial sale price index (base 100 in 2000) 1171 125.4 129.5 145.3 3.3 | 122
-Consumer price index (base 100 in 2000) 113.8 118.9 122.7 128.8 3.2 5.0
. Foodstuffs 115.2 1215 124.9 132.6 2.8 6.2
. Other than food products and services 113.0 117.5 121.5 126.6 3.4 4.2
Job market
-Jobs created (in thousand jobs)2 76.5 76.4 80.0 79.8 4.7 -0.3
-Coverage rate of additional demand (in %)1 90.0 86.6 92.0 90.4 54 -1.6
-Unemployment rate in %" 14.2 14.3 14.1 14.0 -0.2 -0.1
External payments
-Rate of coverage (exports/imports in %)’ 79.8 77.8 79.4 78.2 1.6 -1.2
-Balance of trade deficit (FOB/CIF) 3,498 4,445 5,027 6,604 13.1 31.4
-Tourism earnings 2,611 2,825 3,077 3,390 8.9 10.2
-Workers’ remittances 1,807 2,010 2,199 2,436 94 10.8
- Current deficit® 389 824 1,175 2,109 351 934
. In % of GDP' 1.0 2.0 2.6 4.2 0.6 1.6
-Net inflows of capital® 1,640 3,647 2,105 4,022 |-1,542 |1 1,917
- Overall BOP balance® +1,216 | +2,773 +883 | +2,053 |-1,890 (1,170
-External debt service ratio (in % of current r(—:@(—)ipts)1 12.8 16.4 1.7 7.7 -4.7 -4.0
-Rate of external indebtedness (in % of GNDI)1 54.2 47.4 43.4 42.6 -4.0 -0.8
Public finances
-Tax burden (in % of GDP)1 20.9 20.5 20.8 22.5 0.3 1.7
-Equipment and loan granting expenditure 2,636.8 | 2,861.6 | 3,261.6 | 3,556.6 14.0 9.0
-Budget deficit in % of GDP' 3.2 2.8 29 1.2 0.1 -1.7
-Total State indebtedness/GDP (in %)’ 57.4 53.7 50.0 47.5 -3.7 -2.5
Money supply and its counterparts5
- M3 aggregate 23,821 | 26,546 | 29,853 | 34,142 125 | 144
.Liquidity rate of the economy (M3/GDP) in % ! 59.8 61.3 61.9 64.4 0.6 2.5
-Net claims on abroad * 2,945 5,753 6,658 8,380 905 | 1,722
of which : .Net assets in foreign currency 3 5,872 8,705 9,682 | 11,656 877 | 2,074
.In day of im,oon‘s6 122 157 141 139 -16 -2
-Net claims on the State® 4,166 5,165 5,674 5,781 509 107
-Financing of the economy 24,538 | 26,157 | 28,681 32,556 9.6 13.5
Sources : Central Bank of Tunisia, Ministry of Development & International Cooperation, Ministry of Finance & INS
1. Variations in percentage points. 4. Exclusive of debt amortisation, privatisation proceeds and grants.
2. In fishing and non-agricultural activities. 5. Financial system.
3. Variations in MTD. 6. Variations expressed in days.
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I. AGRICULTURAL ACTIVITY

Development of agriculture and fishing continued to focus on promotion of production,
improvement of quality and an increase in productivity, with a view to ensuring the country’s
food security and contributing to job creation and consolidation of exports, especially in an
international context marked by high volatility in world commodity prices. Thus the critical
pillars of this strategy were optimising use of natural resources (through the network of dams
and development of irrigated cultures) and strengthening the sector’'s competitiveness,
notably by meeting quality and food safety norms and keeping production costs down in
order to keep up with foreign competition.

To meet the objective of food security requires implementation of policy to raise the rate of
coverage of national demand for cereal, reduce the country’s dependency on foreign
markets, keep down the cost of animal production, and promote export of products with trade
names, such as olive oil, dates and citrus fruits. Agricultural policy also gives absolute priority
to promotion of cereal and livestock production, pillars of the country’s food security. These,
along with oil, are among the sectors most exposed to international markets.

A national strategy to increase cereal production was launched in 2008 with the goal of
producing 27 million quintals over the coming five years, notably by more intensive cultivation
of agricultural land in arid and semi-arid zones, increasing the area devoted to irrigated
cereal crops and ensuring higher production prices. A detailed plan was drawn up to promote
production of animal feed, with the goal of meeting the needs of the livestock sector by
developing fodder crops and producing substitute fodder.

In this framework, to further boost agricultural activity, measures were taken to mobilise
natural resources and optimise their exploitation, while improving the environment of the
sector. Measures announced on 12 May 2008 (National Agriculture Day) involved mainly :

- extension of the farm upgrading programme to cover cereal crops ;

- devoting 120,000 hectares of irrigated land for cereals by 2011 (up from 80,000 hectares
previously) ;

- formulation of a special programme to develop an initial 20,000 hectares of plains to grow
cereals ;

- increase of selected seed production to 450,000 tonnes by 2011, up from 270,000 in 2008 ;

- granting of a 30% premium for acquisition of selected fodder seeds in order to boost
national fodder production and reduce imports ;

- setting up of a single structure to group the various administrative departments working in
large scale crops ;

- drawing up of a legal framework to encourage common exploitation of agricultural land and
to avoid further breaking up of property ;

- three year exemption from registry fees and income taxes for rental of agricultural land to
be used to grow cereal crops ;
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- increasing from 25% to 40% the investment premium granted to cooperatives for
acquisition of agricultural equipment and accessories ;

- institution of a one percentage point margin on seasonal loans for large scale crops, for
farmers who have settled their debts on time over the period 2008-2011 ;

- State assumption of the cost of insurance on seasonal loans for large scale crops for a
period of three years on a decreasing sliding scale, for policies covering the risk of fire and
hail ;

- limiting to 5% the interest rate for regulated seasonal loans to small scale farmers, using
State budgetary funds ;

- an increase in the investment premium for the acquisition of cattle from 25% to 30% for
small scale farmers, from 20% to 25% for medium scale farmers, and from 7% to 15% for
large scale farmers ; and

- an increase in the premium for production of reproduction purebred heifers, now at 300 to
700 dinars instead of 100 to 300 dinars previously.

The major presidential measures taken to support the sector were implemented in support of
the 2008-2009 agricultural season. This involved in particular supply of 264,000 quintals of
selected seeds to cereal farmers and subsidising of prices at up to 8 dinars per quintal for
soft wheat, 15 dinars for hard wheat, and 24 dinars for barley, on top of the increase in
production prices for hard wheat, which rose to 43 dinars per quintal. This compares to
production prices for cereals over the 2007-2008 season that rose to 40 dinars per quintal for
hard wheat, 35 dinars for soft wheat, and 30 dinars for barley (+22% for the first and second
and +50% for the third). In addition to these figures, there was an exceptional premium for
farmers in the amounts of 15 dinars, 10 dinars and 10 dinars again respectively as a further
incentive to encourage harvest of cereals prior to 31 August 2008.

Another advantage for farmers over the past agricultural season was a 10% increase in the
ceiling for seasonal loans issued by banks, maintenance of exceptional premiums for
collection of harvests, and extension until the end of 2008 of the deadline for submitting
requests for rescheduling of agricultural debt. For farmers affected by the lack of rainfall the
previous season, debt will be rescheduled over a period of five years, with assumption by the
national guarantee fund (FNG) of relevant interest. Some 2000 farmers took advantage of
this facility. Assistance in kind was provided to 25,000 small scale farmers.

Because of the impact of adverse weather, added value in the agricultural and fishing sector
maintained virtually the same level in 2008 : +0.1% in real terms, compared to 3.3% growth
the year before. Its contribution to economic growth was 0.3% compared to some 6%
in 2007.
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Gross fixed capital formation in the sector more or less stagnated for the second straight
year at 923 MTD (7.4% of global investment), of which some 61% came from the private
sector. The private sector continued to invest mainly in the branches of tree and livestock
farming as well as the fields of acquisition of agricultural material and irrigation.

GROSS FIXED CAPITAL FORMATION (GFCF) AND LOANS (MLT) TO AGRICULTURE AND FISHING
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With regard to trade with abroad, the balance of food continued to post a deficit, up from
425 MTD in 2007 to 751 MTD in 2008. This was because imports grew at a much higher rate
than exports (27.4% and 14.5% respectively), influenced in particular by the impact of
soaring cereal prices on the international market.

TREND IN THE MAIN INDICATORS OF AGRICULTURE AND FISHING SECTOR
(In % unless otherwise indicated)

Description 2005 2006 2007 2008

Real growth of added value -7.0 3.5 3.3 0.1
Contribution to economic growth -23.0 7.6 5.9 0.3
Added value in current price/GDP 11.1 11.1 10.3 9.7
Investment (in MTD) 787 913 921 923
- Variation -9.5 16.0 0.9 0.2
- Private sector share 54.7 55.1 59.4 60.8
- Share in global GFCF 9.4 9.4 8.5 7.4
Balance of food balance (in MTD) 135 277 -425 -751
Rate of coverage of food balance 112.3 121.0 79.2 711

Sources : Ministry of Development and International Cooperation and National Statistics Institute
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A. ANNUAL CROPS

These crops were marked in 2008 by a considerable drop in the harvest of cereals and of
pulses due to insufficient rainfall, although there was a more or less significant increase in
harvest of market garden crops.

1. LARGE SCALE FARMING
a. Cereals

For the 2007-2008 agricultural year, cereals were planted on 1,333,000 hectares, 23,000 hectares
less than the previous year. Of this total, 75,000 hectares were irrigated land, up from
66,000 for the 2006-2007 season.

CEREALS : PLANTED AREAS, PRODUCTION AND YIELD

Areas sowed with cereals Production (in millions of quintals) Yields
(in thousands of hectares) a (in quintals per hectare)

Hard Soft 1 Hard Soft 1 Hard Soft
wheat | wheat | Barley’ | Total | oot | wheat | Barley' | Total | \roat | wheat

2001-2002 | 639 117 404 | 1,160 3.7 0.5 0.9 5.1 5.8 4.3 2.2
2002-2003 | 794 133 5902 |1 1,519 | 164 3.4 92| 29.0 [ 20.7 | 256 | 155
2003-2004 | 881 154 608 | 1,643 | 14.0 3.3 6.2 | 23.5(159 | 214 | 10.2
2004-2005| 813 148 473 | 1,434 | 129 3.4 47| 21.0 | 1569 | 23.0 9.9
2005-2006 | 857 143 588 | 1,588 | 10.3 2.2 3.6 | 16.1 | 12.0 15.4 6.1
2006-2007 | 732 124 500 | 1,356 | 11.8 2.7 54 | 19.9 [ 16.1 21.8 | 10.8
2007-2008 | 649 136 548 | 1,333 7.3 1.9 271 119 [ 112 14.0 4.9

! Including triticale. Source : Ministry of Agriculture and Hydraulic Resources

Season
Barley'

Because of drought at the beginning of the season and in the spring, only 800,000 hectares were
harvested, since some 533,000 hectares were damaged, especially in central and southern
Tunisia and in certain areas of the northwest (especially the Kef and Siliana) as well as the
governorate of Zaghouan. Furthermore, the lack of precipitation at the end April and
throughout May 2008 had an adverse effect on yields. Thus cereal production dropped by
some 40% to 11.9 million quintals, compared to 19.9 million in 2007 and an average of
18.9 million quintals during the Xth development plan. Quantities collected by the cereals
board and authorised cooperatives came to 4.8 million quintals (corresponding to some 40%
of overall production) compared to 6.8 million quintals (34.2%) the year before. This modest
harvest offset the high increase in production prices dictated at the beginning of the
agricultural season as well as that of the exceptional premium introduced to boost collection
of cereals.

TRENDS IN CEREAL PRODUCTION PRICES (In dinars per quintal)
2001 2002 2003 2004 2005 2006 2007 2008
Hard wheat 29.5 29.5 29.5 29.5 30.5 30.5 32.8 40
Soft wheat 26 26 26 26 27 27 28.7 35
Barley 17 17 17 17 18 18 20 30
Triticale 17 17 17 17 18 18 20 20

Source : Ministry of Agriculture and Hydraulic Resources
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SOFT WHEAT PRODUCTION AND IMPORTS
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Despite insufficient production and higher domestic demand, imports of cereal dipped slightly
in 2008 (-3.7%) to 3,042,000 tonnes, the equivalent of 30.4 million quintals. But the value of
these imports went up by 24.2%, after having virtually doubled in 2007 (to 1,483 MTD) due to
higher international prices over the first half of the year.

TRENDS IN AVERAGE IMPORT PRICES FOR CEREALS (In dinars per tonne)
Variation in %
2005 2006 2007 2008 2007/2006 | 2008/2007
Hard wheat 230 277 547 721 97.5 31.8
Soft wheat 198 229 360 472 57.2 311
Barley 199 222 338 386 52.3 14.2

Source : National Statistics institute

The 2008-2009 cereal campaign, despite insufficient rainfall in the autumn and again in
December 2008, involved planting of 1,355,000 hectares, 94,000 on irrigated land. Abundant
rainfall over the first quarter of 2009 in all regions, especially during the plant growth phase,
will hopefully boost yields and thus ensure a good cereal harvest.

b. Pulses

85,000 hectares were planted in pulses over the 2007-2008 agricultural year (up from
80,000 the previous season), with 64,000 hectares devoted to winter pulses. But because of
lower yields, overall production was down by some 12% to 81,000 tonnes. This decrease
involved winter pulses (-11% to 70,000 tonnes) as well as spring pulses (-17.3% to
11,000 tonnes).

2. MARKET GARDEN CROPS

168,000 hectares were planted in market garden crops for the 2007-2008 season, up from
164,000 the year before. Production was up for most vegetables, especially tomatoes and
potatoes, while that of melons, watermelons and artichokes fell slightly because of a drop in
cultivated area. The overall increase in market garden crop production allowed for smooth
supply of the domestic market and even provided a surplus of certain products for export.
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MARKET GARDEN CROPS (In thousands of tonnes)

2001 2002 2003 2004 2005 2006 2007 2008
Tomatoes 750 810 880 970 960 855 1,029 1,250
Peppers 214 242 247 255 256 260 278 291
Melons & watermelons 380 411 395 450 446 467 554 552
Potatoes 330 310 310 375 310 365 357 370
Onions 259 257 241 230 262 355 350 365
Artichokes 18 16 13 12 12 16 19 18

Source : Ministry of Agriculture and Hydraulic Resources

Harvest of fresh tomatoes continued to go up, reaching 1,250,000 tonnes (an increase of
21.5%) thanks to the combined effects of the greater area of land planted and higher
average yield per hectare, up from 38.9 to 45.8 tonnes. 807,000 tonnes of fresh tomatoes
went to processing plants, which produced 138,000 tonnes of concentrated tomato paste
(DCT), compared to 98,000 tonnes in 2007. After meeting domestic demand estimated at
100,000 tonnes a year, this provided a surplus for export. Fresh tomatoes were sold to
processing plants for 105 millimes per kilogramme, up from 95 millimes a year earlier.

Potato production went up by 13,000 tonnes (3.6%) to 370,000 tonnes, enough to fully meet
domestic demand, constitute 40,000 tonnes in buffer stocks, and maintain growth in exports,
which came to 12,700 tonnes compared to 11,400 in 2007. This was made possible by the
increase in cultivated land, up from 24,600 hectares in 2007 to 25,600 in 2008, with average
yield per hectare remaining unchanged at 14.5 tonnes.

In line with the increase in cultivated land, pepper production in 2007-2008 rose by 4.7% to
291,000 tonnes. The processing season, which began in early September 2008 with a carry-
over stock of 1,500 tonnes of canned hot pepper paste (harissa), handled 50,000 tonnes of
fresh peppers purchased by processing plants at a price of between 280 and 480 millimes
per kilogram. 25,000 tonnes of harissa were manufactured, up from 22,500 the year before.
11,300 tonnes were exported for 23 MTD, up from 8,400 tonnes and some 20 MTD in 2007.

B. TREE FARMING

Tree farming evolved favourably over the 2007-2008 agricultural year for most products,
especially olives for oil, citrus fruit and both spring and summer fruits except for almonds.

1. OLIVES FOR OIL

The good weather prevailing as olive trees bloomed and olives ripened helped the
2007-2008 season. Olive production went up by 70,000 tonnes to 980,000 tonnes, used to
produce 200,000 tons of oil, up from 180,000 the previous season.

OLIVE OIL PRODUCTION AND EXPORTS (In thousands of tonnes)
2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008-2009
Production 30 72 280 130 210 180 200 150
Exports 22 39 209 98 167 194 179 120’

Source : National Oil Board (ONH)

The national oil Board (ONH) handled ever-lower quantities of this production, down from
10,000 tonnes the year before to 8,000, while private operators continued to increase their
share in handling as well as export. With a carry-over stock of 5,000 tonnes at the start of the

' Forecasts.
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marketing season, 179,000 tonnes of olive oil were exported, compared to 194,000 the
previous season.

EDIBLE OIL PRODUCTION, EXPORTS AND IMPORTS'

Inthousands oftonnes

| =m0 live oil production EE90live oil exports  ——Vegetable oil imports |

For the 2008-2009 oil season, 750,000 tonnes of olives for oil were produced, the equivalent
of 150,000 tonnes of oil. With domestic demand rising constantly (especially in light of lower
prices), it is expected that 120,000 tonnes will be exported, in a context of ready supply
worldwide and the adverse effect of the international financial crisis on external demand. To
further promote the sector, a number of measures were taken in December 2008, targeting
enhanced regeneration of olive groves and extension of the premium for buying plants to
include selected Tunisian varieties. Efforts will also be devoted to moving from past practice
of exporting virtually all oil in bulk to greater added value. Promoting export of processed
olive oil under a Tunisian label is one of the main challenges to be met by the sector to
ensure a sound future. The 2008 harvest of table olives posted an increase of 6.7% over the
previous year’s figure, coming to 16,000 tonnes.

2. CITRUS FRUITS

Citrus production for 2007-2008 rose by 21.5% over the previous season’s figure, coming to
300,000 tonnes (including almost 143,000 tonnes of Maltese oranges). All varieties recorded
higher production. Exports, involving mainly Maltese oranges, rose considerably, up from
16,300 to 27,500 tonnes from one year to the next, well above the target of 25,000 tonnes
set initially.

CITRUS FRUIT PRODUCTION AND EXPORTS (In thousands of tonnes)
2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008-2009
Production 236 225 209 243 262 247 300 300
Exports 22.0 17.2 18.6 19.1 19.3 16.3 27.5 257

Source : Inter-professional Citrus Fruits and Fruits Group (GIAF)

For the 2008-2009 season, production remained stable at 300,000 tonnes, with a 13.7% drop
for Maltese oranges and a more or less sizeable increase for other varieties.

! Second year of the agricultural season for production and export of olive oil and edible vegetable oil for imports.
Forecasts.
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3. DATES

The 2008-2009 date harvest came to 145,000 tonnes, some 96,000 tonnes of which were of
the deglet-nour variety, compared to 124,000 and 78,000 tonnes respectively for the
previous season. 60,000 tonnes in exports are projected, compared to 61,000 a year earlier.
The adopted strategy focuses on drawing up of a national programme to enhance the quality
of exported dates, boosting sales on both traditional and new markets such as Malaysia and
Russia, and securing promising markets like India and China.

DATE PRODUCTION AND EXPORTS (In thousands of tonnes)
2001-2002 | 2002-2003 | 2003-2004 | 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008-2009
Production 105 115 111 122 113 131 124 145
of which :
Deglet nour 65 72 68 76 70 82 78 96
Exports 38 42 40 53 43 59 61 60’

Source : Inter-professional Citrus Fruits and Fruits Group (GIAF)

4. GRAPES

Production of grapes for wine in 2008-2009 went up by 20% to 42,000 tonnes. Processing of
this production yielded some 300,000 hectolitres of wine, compared to 197,000 the year
before. With a carry-over stock of some 131,000 hectolitres at the end of August 2008, more
than 430,000 hectolitres of wine were thus available. 70,000 hectolitres are expected to be
exported, down from 110,000 the year before. The 2008 table grape harvest went up
considerably (by more than 24%) to 83,000 tonnes, easily meeting demand on the domestic
market and providing a surplus for export.

5. OTHER FRUITS

Production of other fruits went up in 2008 as a whole, aside from dry shell almonds. Thus
consumer demand was met at reasonable prices.

MAIN PRODUCTION OF OTHER FRUITS (In thousands of tonnes)
2001 2002 2003 2004 2005 2006 2007 2008
Apple 108 100 99 135 100 120 101 110
Pears 55 68 60 62 53 65 53 75
Dry-shell almond 32 18 36 44 43 56 58 52
Apricots 25 24 26 27 26 28 24 27
Pomegranates 56 63 67 69 68 71 71 75

Source : Ministry of Agriculture and Hydraulic Resources

C. LIVESTOCK FARMING

Livestock was the object of a set of measures taken in 2008 to promote the dairy sector and
boost quality and food safety. There was also a programme to increase pastureland, in line
with the data specified in agricultural mapping. 5.4% more land was planted in fodder crops
for the 2007-2008 season, for a new total of 330,000 hectares. But actual production of
fodder was down by 9% to 4 million tonnes, following scant rainfall, especially in the central
and southern portions of the country. Similarly, after increasing over the previous four years,
breeding livestock for the main animal varieties dropped by 8.6% in 2008 to a total of
5,374,000 head, of which 4,097,000 (more than 76%) were sheep. This was because of the
drought that marked certain periods of the year and the unprecedented increase in

' Forecasts.
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production costs for animal feed, which led to slaughter of breeding stock. To counter this
situation, the decision was taken to sell concentrated feed at subsidised prices, lower
customs duty on certain imported animal feed products, increase land area devoted to
summer fodder crops, while also encouraging farmers to grow substitute fodder crops and
master techniques for producing new varieties.

BREED STOCK (In thousands of heads)
2001 2002 2003 2004 2005 2006 2007 2008
Cows 484 485 450 436 444 450 454 449
Sheep 4,110 3,990 3,924 3,963 4,044 4,095 4,568 4,097
Goats 829 798 801 809 810 820 855 828

Source : Ministry of Agriculture and Hydraulic Resources
To narrow the deficit in production of feed for cattle and to keep up the level of national

herds, 749,000 tonnes of corn and 267,000 tonnes of soy cakes were imported, up from
618,000 and 258,000 tonnes respectively in 2007.

There was virtual stagnation in production of red meat in 2007, coming to almost 129,000 tonnes.
This was enough to steadily meet domestic demand at reasonable prices.

PRODUCTION OF RED MEAT AND MILK (In thousands of tonnes)

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 |—Structurein%

2007 | 2008

Meat ° 132.2 | 1185 | 1151 | 116.7 | 122.8 | 1281 | 128.6 | 100.0 | 100.0

-beef 644 | 577 | 537 | 527 | 561 | 603 | 621 471 48.3

-lamb 583 | 514 | 520 | 534 | 557 | 568 | 55.1 44.3 42.8

-goat 9.5 9.4 94 | 106 | 10| 110| 114 8.6 8.9

Fresh milk | 940 891 864 920 971 | 1.006 | 1.046 | 100.0 | 100.0
of which :
collected

quantities 485 458 483 517 560 580 599 | 57.7 57.3

Sources : Ministry of Agriculture and Hydraulic Resources and Breeding and Grazing Board

Fresh milk production went up by 4% in 2008 to 1,046,000 tonnes. Similarly, there was an
increase from 580,000 to 599,000 tonnes for quantities collected and sent to dairy plants.

To encourage ranchers to keep up the level of their herds, production prices for fresh milk
increased to 500 millimes per litre at the start of 2008.
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Poultry production went up by 3.3% to 126,000 tonnes and production of eggs went up
slightly to 1.48 billion eggs. Higher production allowed for smooth supply to the local market
as well as constitution of buffer stocks.

POULTRY PRODUCTION
2001 2002 2003 2004 2005 2006 2007 2008

Poultry meat
(in 1,000 tonnes) 116 113 118 135 132 106 122 126

Eggs (in millions) | 1,434 1,487 1,390 1,472 1,538 1,471 1,461 1,480
Source : Ministry of Agriculture and Hydraulic Resources

D. FISHING

Policy to promote the fishing sector was implemented and further strengthened in 2008,
focusing on conservation of resources from the sea, rational use of these resources, and
promotion of both deep sea and farmed fishing, while also boosting the sector’s
competitiveness.

The main measures consisted in :

- extending the period of prohibited fishing by three months in areas threatened with over
fishing and creating a fund to provide financing for this purpose,

- strengthening the programme to limit draw nets and invasive trawling, by beefing up plans
to create artificial reefs and enhancing means for policing activities,

- implementation of a programme to set up mixed companies among professionals in the
fishing sector in countries with which Tunisia is close and on good terms,

- raising the amount of the premium to subsidise fuel, the selling price of which went up by
20% in central and southern Tunisia and by 30% in the north,

- accelerate design of the study that will lead to social coverage for employees in the fishing
sector,

- exempt products to be sold on the domestic market from the tax on unloading at fishing
ports.

Despite these measures, fishing production (of all kinds) was down for the second straight
year, coming to some 100,000 tonnes compared to 105,000 in 2007. This drop involved in
particular coastal fishing (-8.5%) and lamp fishing (-4.1%), which together account for 72% of
overall production.

FISHING PRODUCTION (In thousands of tonnes)

Variation in %
2002 2003 | 2004 | 2005 | 2006 | 2007 2008 2007/2006 | 2008/2007

Coastal fishing 27.0 26.2 27.4 27.0 27.0 25.8 23.6 -4.4 -8.5
Lantern fishing 35.5 35.7 47.0 48.8 534 50.8 48.7 -4.9 -4.1
Trawling 26.5 27.8 29.0 24.8 23.5 21.3 20.3 9.4 -4.7
Miscellaneous 7.7 5.1 6.9 8.1 7.0 7.2 7.7 2.9 6.9
Total 96.7 94.8 |110.3 |108.7 |110.9 | 105.1 | 100.3 -5.2 -4.6

Source : General Department of Fishing and Aquaculture at the Ministry of Agriculture and Hydraulic Resources

Consequently, exports of seafood were down by 6.5% (to 20,000 tonnes) in terms of
quantity, but rose by 2.1% in terms of value (to some 238 MTD).
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Il. INDUSTRIAL ACTIVITY

National programmes targeting higher performance in the industrial sector, enhanced
competitiveness and a greater contribution to development were pursued in 2008. A better
environment for the sector and ongoing implementation of the upgrading programme helped
boost progress in industry, despite the adverse effect of international conditions and fallout
from the world financial crisis on exports by manufacturing industries over the closing months
of the year. To help companies encountering difficulties because of deteriorating conditions
in the world economy and lower foreign demand, measures related to current conditions and
structural measures to prop up exporting companies and foster economic recovery were
taken at the ministerial Council held on 23 December 2008. Implemented early in 2009,
these measures seek to stimulate exports and maintain activity and jobs. Of particular
interest is State assumption of 50% of the employer’s contribution to the legal regime of
social security when working hours are cut and 100% when employees are put on technical
unemployment, along with 50% of the value of insurance contracts for exports and two
percentage points of the interest rate on rescheduled loans for businesses that have suffered
reduced activity or delays in collecting on export claims.

In this context, the industrial upgrading programme continued apace, with a total of 4,157 par-
ticipating businesses up to the end of 2008. The proposals of 2,837 of these companies were
approved by the steering committee for overall investment of some 4,658 MTD (4,064 MTD
for equipment, 553 MTD for intangible investment, and 41 MTD for diagnostic operations).
State premiums in this framework came to 649 MTD or about 14% of approved investment.
Building materials/ceramics/glass, textile/clothing, and agrofood industries absorbed more
than 58% of overall approved investment, for respective amounts of 927 MTD, 920 MTD and
875 MTD. 193 proposals for upgrading were approved in 2008 involving some 380 MTD in
investment, compared to 233 proposals involving 559 MTD in 2007, for average investment
by company of almost 2 MTD vs. 2.4 MTD a year earlier.

262 companies have participated in the upgrading programme for services to industry since it
was launched in February 2000 through the end of 2008 with 109 proposals approved
for overall investment of some 50 MTD. State premiums related to this investment came to
13.6 MTD or a 27.2% share.

Industrial added value expressed in real terms continued to rise in 2008, although at a slower
pace than in 2007 : 2.7% vs. 7.7%. Thus the sector’s contribution to economic growth fell
from 32.9% (2.1 percentage points) in 2007 to 15.9% (0.7 percentage point) in 2008. This
slower pace was attributable to lower growth in mining and hydrocarbons (mainly because of
falling production of lime phosphate and crude oil) and slower growth in manufacturing
industries (suffering from lower foreign demand starting in October). Still, expressed in
current terms, industry’s share in nominal GDP rose from 31.9% in 2007 to 34.1% in 2008.

TREND IN ADDED VALUE IN REAL TERMS (In %)
Description 2004 2005 2006 2007 2008
Mining 1.0 -19.2 7.6 1.0 -4.0
Energy 21 6.0 -1.2 14.5 -2.6
of which : Hydrocarbons 1.1 6.5 -4.7 22.5 -6.5
Manufacturing industries 4.8 1.3 4.0 6.8 4.2
Building and civil engineering 1.8 7.2 3.1 4.5 4.1
Overall industrial sector 3.7 2.7 2.9 7.7 2.7

Source : Ministry of Development and International Cooperation
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Industrial exports grew at a slightly slower pace of 22%, down from 24.7% a year earlier,
posting some 23,020 MTD. This included 18,735 MTD in exports by manufacturing
industries, 4,080 MTD for the energy sector, and 205 MTD for mining. Four sectors led the
manufacturing export effort in 2008 : mechanical/electrical industries (33.3% of total),
textiles/clothing (27.6%), processing of phosphates (15.7%) and agrofood industries (8.2%).
These sectors together generated some 15,898 MTD in income, representing 67.3% of
overall export of goods.

TREND IN ADDED VALUE IN THE INDUSTRIAL SECTOR
(constant 1990 prices)
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The industrial sector received 4,607 MTD in investment. This was 24.4% more than in 2007,
representing 36.8% of overall gross fixed capital formation (GFCF). There was an increase in
all sectors but especially building materials/ceramics/glass, chemical industries, mining and
energy, for respective increases of 65.6%, 29.8%, 35.7% and 27.2%. Foreign direct
investment (FDI) flows in the sector came to 2,575 MTD, more than 75% of the total
recorded for the country as a whole. The energy sector continued to receive the majority of
FDI, with an amount that was up by some 42% to 1,934 MTD. Manufacturing industries
received a major increase of some 32% in FDI, accounting for 19% of the overall total. This
helped create notably 173 new companies that potentially could create some 11,000 new
jobs. Already in 2008, industry set up 27,300 new jobs, corresponding to 34.2% of all new
jobs in the economy, exclusive of agriculture. This compares to 25,200 jobs (31.5%) in 2007.
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SECTOR-RELATED SHARE IN GDP AT CURRENT PRICES (In %)

Description 2004 2005 2006 2007 2008
Non manufacturing industries 10.6 12.3 13.2 14.9 16.2
Mining 0.6 0.6 0.6 0.6 1.0
Energy 4.5 5.9 7.0 8.8 9.7
-Hydrocarbons 3.1 4.4 5.5 7.4 8.2
-Electricity 1.0 1.1 1.1 1.0 1.2
-Water 0.4 0.4 0.4 0.4 0.3
Building & civil engineering 5.5 5.8 5.6 5.5 5.5
Manufacturing industries 17.7 17.2 16.9 17.0 17.9
Agrofood industries 3.3 3.2 3.1 3.1 3.2
Manufacturing industries other
than agrofood 14.4 14.0 13.8 13.9 14.7
-Building materials, ceramics
and glass 1.7 1.7 1.8 1.7 1.7
-Mechanical and electrical
industries 3.0 3.2 3.6 4.0 4.2
-Chemical industries 1.8 1.8 1.7 1.6 2.2
-Textiles, clothing, leather
& footwear 5.6 5.1 4.6 4.6 4.5
-Miscellaneous industries 2.3 2.2 2.1 2.0 2.1
Overall industrial sector 28.3 29.5 30.1 31.9 34.1

Source : Ministry of Development and International Cooperation

A. MINING ACTIVITY

Because of the drop in production of lime phosphate, added value in mining, expressed in
real terms, posted a drop of 4% in 2008, compared to an increase of 1% the year before.
Still, the sector’s contribution to GDP in current prices went up by 0.4 percentage point to
1%. Similarly, investment in this sector rose by more than 35% to 76 MTD.

MINING PRODUCTION

Variation
Description In thousand tonnes 2008/2007
2004 2005 2006 2007 2008 in %
Lime phosphate 8,051 8,220 7,801 8,002 7,623 -4.7
Iron ore 256 206 214 180 211 17.2
Lead ore 8.5 13.6 0 0 0
Zinc ore 52.6 29.2 0 0 0
Barytine 1.9 0 0 0 0
Aluminium fluoride 41.8 42.1 42.5 421 42.8 1.7
Sea salt 1,117 1,132 1,127 933 1,063 13.9
Of which: COTUSAL 834 710 753 722 859 19.0

Source : Directorate General for Mining (Ministry of Industry, Energy and Small and Medium Sized Businesses)

1. LIME PHOSPHATE

Mining of raw phosphates, the main activity in this branch, was down in 2008 with extraction
of some 11.6 million tonnes vs. 12.3 million a year earlier (-5.7%). Quarries in Kef Eschfaier,
Kef Eddour and Jallabia continued to account for the largest share of overall production, with
respective shares of some 30%, 19% and 17%. The rest came from mining units at Metlaoui,
Redeyef, Oum Laraies and Mzida. Processing of lime phosphate at the washing sheds of the
Gafsa Phosphate Company (CPG) yielded 7.6 million tonnes of marketable phosphate,
about 5% of world production. But this level was 4.7% less than in 2007 and 9.3% less than
initial projections. Average yield at these washing sheds rose from 64.5% of the volume of
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mined phosphate in 2007 to 65.6% in 2008. As for marketing, sales of phosphates on the
local market to the Tunisian Chemical Group (GCT) posted renewed growth of some 3% to
6.5 million tonnes, after dropping by 4% a year earlier. On the other hand, exports went down
by some 29% to 879,000 tonnes, putting Tunisia in eighth place as a world producer of
phosphates. The exceptional increase in prices on the international market had a positive
effect on export earnings, which increased by two and a half times to 180.5 MTD. At the
end of 2008, there were stocks of 5.6 million tonnes of marketable phosphates and
855,000 tonnes of raw phosphates, compared to 5.4 million and 874,000 tonnes respectively
at the end of the previous year.

2. IRON ORE

After dropping in 2007, production of iron ore grew by 17.2% in 2008 to 211,000 tonnes.
As in the past, the Djerissa mine provided the major portion of production, turning out
117,000 tonnes of hematite (pure iron ore) and 14,000 tonnes of iron carbonates. The
Tamera-Douaria mine enjoyed some 8% increase in production, coming to 80,000 tonnes of
hematite. As for marketing, local sales of iron ore went up by some 17% to 195,000 tonnes.
Small quantities of iron carbonates from the Djerissa mine (some 11,000 tonnes) were sold
on foreign markets, down from 13,000 tonnes in 2007. And there were 25,400 tonnes of
imported iron ore in 2008 (vs. 13,600 tonnes in 2007) to cover the needs of the steel
industry, mainly El Fouladh.

3. NON FERROUS METAL

The only such metal produced these past three years has been aluminium fluoride, up by a
slight 1.7% in 2008 to 42,800 tonnes. Exports of this mineral dropped by 6.7% to 42,900 tonnes.

4. SEA SALT

Overall production of sea salt rose once again in 2008, up by 130,000 tonnes or 13.9% to
1,063,000 tonnes. The Tunisian Salt Company (COTUSAL) accounted for more than 80% of
this volume, an increase of 19%, while the rest was provided by private companies. And
while exports went up considerably to 1,031,000 tonnes (vs. 724,000 in 2007), local sales fell
by 4,000 tonnes to about 107,000 tonnes, made up mostly of processed salt.

B. ENERGY

The balance of primary energy in 2008 yielded a larger deficit than the year before :
669.000 tonnes of oil equivalent (toe) vs. 195,000. This situation was due to a drop in
national resources, especially crude oil, combined with an increase in domestic demand. In
effect, following lower oil production and virtual stagnation in natural gas production, national
primary energy resources (including gas royalties) fell by 4% to 7,229,000 toe. Demand for
primary energy went up by 2.2% to 7,898,000 toe, despite the drop in consumption of oil
products. Thus the country’s rate of energy autonomy, defined as the ratio between national
primary energy resources and primary demand, came to 91.5% in 2008, down from 97.5% in
2007. The foreign trade balance in energy yielded a deficit of 833.9 MTD compared to a
surplus of 136.2 MTD in 2007, under the combined effects of slower growth in exports (after
a year of exceptional growth) and the high increase in imports. Thus the rate of coverage fell
by 21.5 percentage points to 83%. In this context, added value in the energy sector dropped
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in 2008 by 2.6% in real terms vs. an increase of 14.5% the year before, especially because
of the falloff in hydrocarbons (-6.5% vs. +22.5%). Despite this drop, the sector’s contribution
to nominal GDP rose from 8.8% in 2007 to 9.7% in 2008.

1. ELECTRICITY

National electricity production in 2008 came to 14.6 billion kWh, an increase of 4.4% vs.
4.2% a year earlier. The Tunisian Electricity and Gas Company (STEG) provided 10.3 billion
kWh of electrical power, about 70% of total, an increase of 2.1%. Production by this public
enterprise was marked by a 25.8% drop in electricity generated at combined cycle plants,
offset by an 8.2% increase in energy produced by steam thermal plants. By source of fuel,
93% of production of thermal-based electricity used natural gas (up from 86% in 2007) and
the rest mainly fuel oil. Production of electricity using water and wind power was down to
about 38 and 39 million kWh respectively.

ELECTRICITY PRODUCTION AND CONSUMPTION

In million kWh Variation
Description 2004 | 2005 | 2006 | 2007 | 2008 |2008/2707

STEG production 8,664 9,162 9,632 10,036 |10,250 21
.Thermal 8,466 8,975 9,502 9,944 110,173 23
.Hydraulic 154 145 92 49 38 -22.4
.Wind-power 44 42 38 43 39 -9.3
Private independent production 2,844 2,905 2,864 3,054 | 3,440 12.6
Self-producers 947 939 914 878 895 1.9
National production 12,455 | 13,006 13,410 13,968 |14,585 4.4
Net trade with Algeria 6 -3 5 -8 -7 -12.5
Total energy generated in Tunisia 12,461 | 13,003 13,415 13,960 |14,578 44
High and medium-voltage consumption | 6,657 6,831 6,987 7,225 | 7,541 4.4
- Industrial sector 4,537 | 4,597 4,689 4,814 | 4,956 29
.Mining industries 697 685 643 680 714 5.0
.Steel and metal industries 171 186 198 207 219 5.8
.Chemical and oil industries 701 703 712 707 686 -3.0
.Building materials industries 1,184 1,187 1,227 1,226 | 1,292 5.4
.Paper and publishing industries 164 167 167 170 177 4.1
. Textile, clothing, leather and footwear
industries 544 538 540 564 537 -4.8
.Agrofood industries 470 486 504 506 540 6.7
.Miscellaneous industries 606 645 698 754 791 4.9
- Other sectors 2,120 2,234 2,298 2,411 | 2,585 7.2
Low voltage consumption 4,227 4,415 4,673 4,796 | 5,086 6.0
Total national consumption 10,884 | 11,246 11,660 12,021 |12,627 5.0
Exports 34 33 0 0 0

Losses in transit and energy in metres 1,543 1,724 1,755 1,939 | 1,951 0.6

Source : Tunisian Electricity and Gas Company (STEG)

Covering 27% of national electricity consumption, private independent production posted a
significant increase of 12.6%, up from 3.1 billion kWh in 2007 to 3.4 billion in 2008. Self
producers turned out 895 million kWh, up from 878 million in 2007. National electricity
consumption went up by 5% (vs. 3.1% the year before) to 12.6 billion kWh, 7.5 billion of
which were high and medium voltage. The industrial sector continued to be the largest
consumer of electricity, using about 5 billion kWh. Consumption increased in particular for
the agrofood sector, steel/metal industries, building materials and mining industries. Sectors
other than industry that posted relatively higher growth in consumption of electricity were
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agricultural pumping (+14.1%), health services (+10.3%) and transport/communications
(+7.6%). Representing 35% of the country’s total electrical energy, consumption of low
voltage electricity rose by 6% (vs. 2.6% in 2007) to 5.1 billion kWh, due in particular to the
increase in the number of STEG subscribers. Almost 91,000 new subscribers were hooked
up to the low voltage electrical grid in 2008, bringing the overall electrification rate to 99.5%.

ELECTRICITY PRODUCTION AND CONSUMPTION
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2. CRUDE OIL

After a year of high growth (39%), national crude oil production dropped in 2008 by 9% to
4.1 million tonnes or about 57% of overall primary energy resources (compared to 60% a
year earlier), as volume fell at the main wells, notably Adam, Didon and Oudna. In particular,
production at Oudna (which began in 2006) fell by some 73% compared to 2007. On the
other hand, production rose at smaller and new oilfields, which became profitable as
international prices rose. This was the case for Hajeb Guebiba (69%), Oued Zar (23%) and
especially Cherouk, where production came to 328,000 tonnes vs. just 4,000 in 2007.

CRUDE OIL PRODUCTION BY OILFIELD

o In thousand tonnes Variation

Description 2004 | 2005 | 2006 | 2007 | 2008 | 20082007
Adam-Hawa-Dalia 452 763 792 956 821 -14.1
Didon 294 213 233 707 501 -29.1
El Borma 580 520 471 439 | 435 0.9
Ashtart 577 530 446 478 494 3.3
Oudna 0 0 94 708 192 -72.9
Other oilfields (Cercina. Franig etc.) 1,439 1,378 1,234 1,259 1,694 34.6
Total 3,342 3,404 3,270 4,547 4,137 -9.0

Sources : National Energy Watch (Ministry of Industry, Energy and Small and Medium Sized Businesses) and
ETAP

In 2008, the State’s policy of incentives to promote the hydrocarbon sector helped attract five
new operators for oil research and exploration, bringing the total number of currently valid
licenses to 52, including 36 onshore licenses. These licenses were held by 35 national and
international companies, out of 47 companies operating in the field of oil activities. This
policy, along with soaring crude prices on the world market until the summer of 2008, helped
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support dynamic activity in the oil sector. This included the drilling of 19 wells and 11 new
discoveries, compared to 20 wells and 10 discoveries in 2007, increasing the potential for
production of oil and natural gas.

As for marketing, shipments of crude oil by the Tunisian Oil Activities Company (ETAP) to
the Tunisian Refining Industries Company (STIR) went up slightly, from 1,701,000 tonnes in
2007 to 1,786,000 tonnes in 2008. This included 1,174,000 tonnes of Libyan oil and
612,000 tonnes of Tunisian crude, of which some 30,000 tonnes were purchased locally from
ETAP’s foreign partners, payable in foreign currency. Exports came to 3.4 million tonnes,
down from 4 million in 2007 (-13.4%). But the increase in world crude prices helped boost
income from export by more than 22%, reaching 3,219 MTD. The average selling price for
Tunisian oil (all types taken together) increased by some 30% or USD 21.26 a barrel to USD
92.96. It varied from USD 83.16 for Ezzaouia oil to USD 101.48 for Ashtart oil.

3. NATURAL GAS

Natural gas resources (production and royalties) constitute more than 40% of national
primary energy resources, rising in 2008 to 3,317 million cubic metres vs. 3,195 million a
year earlier (+3.8%). This increase was due mainly to the 10% increase in overall royalties
from the transcontinental gas pipeline, following the entry of new buyers of Algerian gas in
the framework of the extension project. National production remained stationary, reaching
2,042 million cubic metres because of the extended shutdown at the Miskar field for
maintenance as well as late start up of production at the Chergui field. Thus quantities
produced at the Miskar field dropped by 6.8% to 1,471 million cubic metres, corresponding to
72% of overall production vs. 77.6% a year earlier. Furthermore, to meet domestic demand
for natural gas, especially from producers of electricity (STEG and private operators),
purchases of Algerian gas went up considerably, from 874 million cubic metres to
1,207 million cubic metres (+38.1%). Thus the availability of natural gas rose by 11.2% to
4,524 million cubic metres.

GAS PRODUCTION AND CONSUMPTION

o In million cubic metres Variation
Description 2004 | 2005 | 2006 | 2007 | 2008 | 2005207
Production 2,298 2,343 2,136 2,036 | 2,042 0.3
of which : Miskar 1,858 1,899 1,661 1,579 | 1,471 -6.8
Total royalties 1,197 1,294 1,281 1,159 | 1,275 10.0
Purchases 628 567 502 874 | 1,207 38.1
Total availability 4,123 4,204 3,919 4,069 | 4,524 11.2
Consumption 3,520 3,629 3,623 3,853 | 4,244 10.1
- Electricity producers 2,668 2,781 2,718 2,807 | 3,141 11.9
.STEG 2,141 2,233 2,162 2,200 | 2,481 12.8
.Private independent producers 527 548 556 607 660 8.7
- Other (industrial clients.
residential and tertiary sectors) 852 848 905 1,046 1,103 54
Exports 603 575 296 216 280 29.6

Sources : National Energy Watch (Ministry of Industry, Energy and Small and Medium Sized Businesses) and STEG

Natural gas national consumption went up by some 10% (vs. 6.3% in 2007), to some
4,244 million cubic metres. This trend was due to a 11.9% increase in the use of natural gas
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to produce electricity, with the 3,141 million cubic metres consumed corresponding to a 74%
share in total (79% consumed by STEG and 21% by private independent producers). For
other final users of electricity (industrial clients and the residential and tertiary sectors),
consumption came to 1,103 million cubic metres, a level that was 5.4% higher than in 2007,
due in particular to higher demand by industrial companies that are increasingly turning to
use of natural gas instead of oil products. In effect, 77 new industrial subscribers were
hooked up to the gas network in 2008, corresponding to substitute energy potential
estimated at about 106,000 toe. Furthermore, in the framework of the national programme to
encourage use of natural gas, STEG made 67,833 new hook-ups to its gas distribution
network for the domestic and tertiary sectors, bringing the cumulative hook-up rate to 96.9%
at the end of 2008 and the total number of low-pressure gas subscribers to 393,199 clients.

4. FUEL

National fuel production remained about the same in 2008 as in 2007 : 1.8 million tonnes or
about 45% of overall consumption. Higher growth is not possible because of limited
production capacity at STIR in Bizerte. Construction of a refinery in Skhira is planned and a
portion of that production will be exported. Production of liquefied petroleum gas (LPG), fuel
oil, gasoline and white spirit went up fairly sharply, while that of other products such as
petrol, paraffin oil and virgin naphtha went down.

FUEL PRODUCTION

In thousand tonnes Variation
Description 2008/2007
2004 2005 2006 2007 2008 in %
Liquefied petroleum gas 108 109 110 102 123 20.6
Premium and unleaded petrol 356 216 180 146 129 -11.6
Standard petrol 48 0 0 0 0
Paraffin oil 169 229 136 130 120 -1.7
Gas-oil 432 482 506 555 551 -0.7
Fuel-oil 595 609 604 649 668 29
Virgin naphta 46 130 135 212 184 -13.2
Gasoline 28 23 24 22 25 13.6
White spirit' 8 9 10 12 13 8.3
Kerosene 0 0 4 0 0
Total 1,790 1,807 1,709 1,828 1,813 -0.8
In % of consumption 45.9 46.0 421 43.7 45.1 1.4 point

Source : National Energy Watch (Ministry of Industry, Energy and Small and Medium Sized Businesses)

National fuel consumption fell by 3.9% in 2008 to 4 million tonnes. This drop was due in part
to some 52% drop in the use of fuel-oil for production of electricity and a 5% drop for
industrial use. Consumption of paraffin oil fell by 17.7% between 2007 and 2008 to
102,000 tonnes, following an 18.5% drop in the level of domestic use and a 6.5% drop in
industrial use. Inversely, consumption of unleaded premium petrol rose by 12.1% and that of
gas-oil 50 by 54%, in line with the gradual switch from premium petrol (-37.6%) and ordinary
gas-oil (-1.5%). In any case, overall consumption of petrol remained stationary at
424,000 tonnes and of gas-oil at 1,821,000 tonnes. Consumption of coal-oil (mainly by
cement plants) went up by 17.6% to 328,000 tonnes, while that of LPG remained virtually

! Intermediary refined product between petrol and kerosene that serves as a paint thinner.
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stationary at 463,000 tonnes. And while consumption of LPG for industrial purposes dropped
by 10.4% due to the successful programme to change to natural gas, consumption for
domestic use went up by just 1%, thanks to mild weather in the fourth quarter of 2008. The
structure of national fuel consumption did not undergo any significant change, with ordinary
gas-oil and fuel-oil predominating at about 43% and 16% of overall consumption
respectively.

FUEL CONSUMPTION
Variation
Description In thousand tonnes 2008/2007
2004 2005 2006 2007 2008 in %
Liquefied petroleum gas 447 462 458 462 463 0.2
Premium petrol 133 143 124 101 63 -37.6
Unleaded premium petrol 228 261 284 322 361 121
Standard petrol 56 9 1 0 0
Paraffin oil 196 193 148 124 102 -17.7
Kerosene 230 214 211 221 227 2.7
Ordinary Gas-oil 1,801 1,799 1,795 1,770 1,744 -1.5
Gas-oil 50 0 0 0 50 77 54.0
Fuel-oil 804 724 775 854 656 -23.2
Coal-oil 4 119 267 279 328 17.6
Total 3,899 3,924 4,063 4,183 4,021 -3.9

Source : National Energy Watch (Ministry of Industry, Energy and Small and Medium Sized Businesses)
C. MANUFACTURING INDUSTRIES

Manufacturing industries experienced slower growth in 2008, posting 4.2% in real terms vs.
6.8% the year before. This was due mainly to a lower growth rate in textiles/clothing-
leather/footwear and mechanical/electrical industries and negative growth in chemical
industries. But manufacturing industries continued to be an important part of Tunisia’s
economic make-up, with a share of about 18% in nominal GDP, accounting for 79% of
national export of goods, and attracting more than 11% of overall investment. Furthermore,
second only to energy, manufacturing industries have attracted a large portion of FDI flows,
taking in 641.6 MTD in 2008 vs. 485.7 MTD a year earlier. These investment flows went
largely to chemical industries (215 MTD), miscellaneous industries (120.6 MTD) and
mechanical/electrical industries (102.1 MTD).

TRENDS IN ADDED VALUE IN MANUFACTURING INDUSTRIES EXPRESSED IN REAL TERMS

(In %)

Description 2004 2005 2006 2007 2008

Agrofood industries 12.8 -1.0 4.6 5.4 5.5
Manufacturing industries other than agrofood 3.1 1.9 3.9 71 3.9
-Building materials/ceramics/glass 3.9 1.9 3.1 2.2 5.1

-Mechanical and electrical industries 8.0 8.6 18.7 15.1 8.4

-Chemical industries 3.5 2.0 -0.6 1.9 -2.2

-Textiles. clothing. leather and footwear -0.5 -3.2 -4.2 5.7 2.0

-Miscellaneous industries 4.5 4.7 5.0 5.0 3.7

Overall manufacturing industries 4.8 1.3 4.0 6.8 4.2

Source : Ministry of Development and International Cooperation
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1. AGROFOOD INDUSTRIES

The agrofood sector grew by 5.5% in real terms in 2008, compared to 5.4% the year before.
Consequently, this sector’s share of added value in nominal GDP rose from 3.1% in 2007 to
3.2% in 2008. Exports enjoyed renewed growth of 14.4%, after dropping by 7.4% in 2007,
coming to about 1,538 MTD. This trend was due to higher selling prices, higher volume of
citrus fruits and canned goods (tomato paste and harissa), as well as the high level of
income from export of olive oil. Companies in the sector continued to turn to innovation and
development of technical and commercial partnership with major foreign groups, especially
European, to meet local and foreign demand at the best possible price and quality. Thus,
investment went up by 3.7% to 280 MTD or 20% of GFCF in manufacturing industries, along
with sustained growth in production in most branches of activity.

Production was up for most cereal-based products except baking flour. Semolina and pasta
in particular grew at high rates of 16.7% and 10.4% respectively. In the dairy industry,
production of industrial milk and cheese went up in 2008 at a fairly brisk pace (which helped
to better meet needs), while production of yoghurt (marked by abundant supply and a wide
range of products) dropped by some 14%. Import of milk and dairy products continued to
rise, involving 24,100 tonnes worth 79.5 MTD vs. 15,500 tonnes and 49.1 MTD in 2007.
Performance in the sector was good enough to lower the need for imports, especially with
the livestock sector’'s potential to increase production of fresh milk and thereby stimulate
production of industrial milk and dairy products. Canned food production grew in a
satisfactory manner in 2008, particularly concentrated tomato paste and harissa. Export of
these two products grew considerably, both in terms of quantity and value. On the other
hand, canned fish production fell to 11,400 tonnes because of falling production of seafood.
Production of sugar and confectionery was marked by an increase for most products but
especially chocolates, although there was an increase for lump sugar. The oil and fats
branch saw production of olive oil on the rise again in 2008 (the 2007-2008 agricultural
season) to 200,000 tonnes, compared to 180,000 a year earlier. At the same time, quantities
of processed seed oils, margarine and vegetable fats continued to grow at a steady pace.
Production of beverages rose in 2008 for all products (especially mineral water) except for
carbonated beverages.
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MAIN PRODUCTION OF AGROFOOD INDUSTRIES
(In thousand tonnes unless otherwise indicated)

Variation
Description 2004 | 2005 2006 2007 2008 | 2008/2007
in %
Cereal-based products
Baking flour 675 677 635 725 684 -5.7
Semolina 534 556 572 576 672 16.7
Pasta 172 186 190 202 223 10.4
Couscous 52 58 60 61 67 9.8
Animal feed (concentrated) 1,400 1,450 1,415 1,500 1,620 8.0
Milk and dairy products
Industrial milk (in 1,000 hl) 3,360 | 3,470 3,680 3,817 | 4,210 10.3
Yoghurt (in million units) 830 884 944 1,190 1,020 -14.3
Cheese 14.8 17 20 24 31 29.2
Canned goods
Tomato paste 126 125 79 98 138 40.8
Harissa 18.7 18 211 225 25 111
Canned vegetables and fruits 19.9 21.5 22.3 23.2 245 5.6
Canned fish 7.5 11.3 12.8 12.3 1.4 -7.3
Sugar and confectionery
Granulated sugar 130 111 136 136 143 51
Lump sugar 17 17.6 18.3 18.3 17.5 -4.4
Candy 41 46 45 48 50 4.2
Chocolates 12 16 12.3 12.6 14.4 14.3
Oil and fats
Olive ol 280 130 210 180 200 11.1
Margarine and vegetable fats 51.9 55 59.6 65.7 71.3 8.5
Processed seed oils 105 120 125 230 270 17.4
Beverages
Mineral water (in million litres) 347 368 456 502 609 21.3
Carbonated beverages (in 1,000 hl) | 4,100 | 4,200 4,250 4,333 | 4,292 -0.9
Beer (in 1,000 hl) 1,050 | 1,100 1,036 1,104 | 1,200 8.7
Wine (in 1,000 hl) 375 331 414 197 300 52.3

Sources : National Statistics Institute, Ministry of Industry, Energy and Small and Medium sized Businesses
and relevant structures

2. BUILDING MATERIALS, CERAMICS AND GLASS

This sector enjoyed higher growth of 5.1% in real terms in 2008, vs. 2.2% the year before. Its
share in nominal GDP however remained stationary at 1.7%. Investment in the sector went
up by 65.6% (after falling by 7.7% in 2007) to 298 MTD or 21.3% of overall GFCF in
manufacturing industries. 137 upgrading proposals have been approved in this sector since
the programme began in January 1996, for investment of 927 MTD or about 20% of overall
funds approved in industry. In the branch of binders, production rose by 7.2% for cement but
fell by 6.6% for lime, coming to 7.6 million tonnes and 369,000 tonnes respectively. The
Tuniso-Andalousian Company in Feriana (SOTACIB) produced 316,000 tonnes of white
cement and 262,000 tonnes of clinker, compared to 327,000 and 301,000 tonnes in 2007.
Exports of cement, largely to Libya, continued to grow, reaching 1.7 million tonnes worth
187.4 MTD, levels that rose by 7.6% and 23.5%. There were 52,700 tonnes of imports, up
from 13,200 a year earlier.
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PRODUCTION OF BUILDING MATERIALS, CERAMICS AND GLASS
(In thousand tonnes unless otherwise indicated)

Variation

Description 2004 2005 2006 2007 2008 | 2008/2007
in %
Cement 6,662 6,691 6,932 7,052 7,559 7.2
of which : White cement 304 333 333 327 316 -3.4
Lime 477 424 401 395 369 -6.6
Clay products 5,140 5,310 5,380 5,550 5,800 4.5
Mosaic tiles (in thousand m2) 19,750 21,000 | 22,550 | 22,550 | 23,000 2.0
Earthenware tiles (in thousand m2) 15,100 15,690 [ 15,900 | 16,300 | 17,500 7.4
Bottles and drinking glasses 45.0 455 46.5 46.9 47.0 0.2

Sources : National Statistics Institute for binding products & Ministry of Development & Intermnational Cooperation for the rest

Production of clay products rose by 4.5% in 2008 to 5.8 million tonnes. Similarly, the quantity
of tiles produced went up to 23 million square metres of mosaic tiles and 17.5 million square
metres of earthenware tiles. Thus exports of ceramic products rose by 13.4% in terms of
quantity and by 2.5% in terms of value, involving some 221,000 tonnes worth 93.7 MTD. In
the glass industry, production of bottles and drinking glasses more or less stagnated at
47,000 tonnes. Imports of glass and worked glass items continued to increase, reaching
about 68,000 tonnes worth 95.8 MTD, increases of some 14% and 24% respectively,
compared to 2007 figures.
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3. MECHANICAL AND ELECTRICAL INDUSTRIES

After two years of considerable growth, added value in mechanical/electrical industries
(expressed in real terms) grew at a slower pace in 2008 (8.4% vs. 15.1% in 2007 and 18.7%
in 2006). The sector’s contribution to economic growth thus fell from 8.2% (0.5 percentage
point) to 6.8% (0.3 percentage point). Still, the share of added value in GDP at current prices
went up slightly, from 4% in 2007 to 4.2% in 2008. Similarly, investment continued to rise,
although at a slower pace than in 2007 (11.6% vs. 26.7%). Despite weak integration,
illustrated by the volume of imported capital goods and input needed for investment and
production activity as well as heavy dependency on sale of a large portion of products on
foreign markets, this sector continued to rank high among manufacturing industries, with
22.7% of investment in 2008, 23.6% of nominal added value and about a third of exports.
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Difficulties in the sector (caused by the adverse international conditions that appeared in the
fall of 2008) led to slower growth in exports, down from 30.9% in 2007 to 18.3% in 2008.
Recovery measures taken by the Government in December 2008 and going into effect in
early January 2009 helped maintain activity in the sector as well as jobs and contributed to
boosting performance in the future once the world economic and financial crisis comes to an
end. It should be noted that the mechanical and electrical sector has over the past few years
enjoyed steady technological development, especially in production of automotive and
aeronautical components sold on the European market, in line with international quality
norms and competitive prices.

In the steel industry, production continued to be handled by the public enterprise El Fouladh
and by private companies, which have become more important these past few years. El
Fouladh, the sole national producer of iron bars, increased production in this area, up from
61,000 tonnes to 82,000 tonnes, following an increase in its annual production capacity from
65,000 to 100,000 tonnes. Inversely, production of iron rods for concrete and of drawn iron
by this company fell by 5.5% and 21.4% respectively to 104,000 and 11,000 tonnes
respectively. It should be noted that production of iron rods for concrete will be increasing in
the coming years, with start up of a second electrical oven with a capacity of 500,000 tonnes
a year, an initiative taken to meet an ever-growing domestic demand. And to ensure regular
supply of the local market, El Fouladh imported some 251,000 tonnes of iron rods for
concrete in 2008, mainly from Turkey and the Ukraine, up from 149,000 tonnes the year
before. It should be noted that prices for this product rose sharply on world markets, due not
only to higher demand from emerging countries (especially China and India) but also
because of higher needs for major urbanism projects in Gulf countries. Faced with this
situation, a series of readjustments in the selling price of iron rods for concrete on the local
market were introduced in order to maintain financial balance at companies in the sector
while also taking into account trends in world prices. Indeed, the main activity at private steel
companies consists in an operation to laminate imported iron bars, annual production of
which is estimated at 300,000 tonnes of building iron to meet the needs of the domestic
market, estimated at 600,000 tonnes a year.

STEEL ITEM PRODUCTION

In thousand tonnes Variation

Description 2004 2005 2006 2007 | 2008 20(:;”3207
Iron bars 70 66 68 61 82 34.4
Iron rods for concrete 108 105 143 110 104 -55
Drawn iron 16 12 12 14 11 -21.4
Metal structures 6 5 6 5 6 20.0

Source : El Fouladh Company

In the branch of automotive assembly, activity by the Tunisian Automotive Industry Company
(STIA) in 2008 consisted of assembling 2,700 vehicles (2,185 Mitsubishi pickup trucks,
385 industrial vehicles and 130 buses and coaches), compared to 2,812 vehicles in 2007
(2,129 ; 553 and 130 respectively). The factory in Sousse did not produce any articulated
buses or luxury coaches but simply assembled standard buses and coaches along with
coaches for tourism. The average rate of integration remains low at about 25% for buses and
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coaches and 3% for pickup trucks and industrial vehicles. Electrical and electronic industries
continued to grow, as reflected in the 20.7% increase in export, amounting to 3,857 MTD or
16.3% of the country’s overall exports of goods. There were higher sales of most products,
mainly electrical wire and cables, switches and cut-offs and electrical apparatus for
telephones.

4. CHEMICAL INDUSTRIES

Affected by a drop in the volume of exports of phosphate-based products following lower
foreign demand because of the unprecedented hike in world prices, chemical industries,
dominated by phosphate processing industries, posted a drop in added value of 2.2% in real
terms, compared to a moderate increase of 1.9% a year earlier. Still, the sector’s share in
nominal GDP went up by 0.6 percentage point, to 2.2% or 12.5% of overall added value in
manufacturing industries. Similarly, investment rose by some 30% or 31 MTD over the 2007
figure to 135 MTD.

Production of phosphate-based goods fell for several products, notably phosphoric acid,
sodium tripolyphosphate (TPPS) and dicalcium phosphate (DCP), along with virtual
stagnation for diammonium phosphate (DAP). Inversely, production went up for triple
superphosphate, ammonium nitrate and hyper-phosphate. Trends in the level of phosphoric
acid and DAP in particular is due mainly to high stocks following difficulty selling on foreign
markets. Tunisia is ranked second world producer/exporter of triple superphosphate, fourth
producer/third exporter of DAP, and fifth producer/fourth exporter of phosphoric acid.

PRODUCTION OF PHOSPHATE-BASED PRODUCTS

In thousand tonnes Variation

Description 2004 | 2005 | 2006 | 2007 | 2008 |20%% e
Phosphoric acid 1,240 1,217 1,181 1,140 1,009 -11.5
Triple superphosphate 868 848 801 806 863 71
Diammonium phosphate (DAP) | 1,314 1,115 1,093 1,008 | 1,017 0.9
Ammonium nitrate 134 149 153 79 124 57.0
Simple superphosphate 9 9 4 4 0 -100.0
Hyperphosphate (granules) 21 30 26 31 36 16.1
Compound fertilisers 32 28 15 25 23 -8.0
Bicalcium phosphate (DCP) 73 100 66 88 72 -18.2
Sodium tripolyphosphate (TPPS) 126 141 142 143 112 -21.7
Ammonium phosphate 0 17 34 0 0 -

Source : Directorate General for Mining (Ministry of Industry. Energy and Small and Medium Sized Companies)

At the level of marketing, exports of phosphate-based products fell for all products but
especially phosphoric acid (-26.5%), DAP (-10.2%), triple superphosphate (-8.9%) and DCP
(-15.7%). Still, exceptional hikes in world prices had a favourable impact on overall income
from exports, more than doubling to some 2,947 MTD. The share of this income in overall
export of goods rose by 5.9 percentage points to 12.4%. In particular, sales of DAP, the main
product exported, rose from 508.6 MTD in 2007 to 1,074.3 MTD in 2008. This is also the
case for income from export of phosphoric acid and triple superphosphate, which went up by
some 158% and 136% respectively to 887.2 MTD and 767 MTD. The cost of importing the
raw materials required by industries that process phosphates went up considerably, affected
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by higher international prices. Thus purchases of unrefined sulphur and ammoniac went by
from 154 MTD in 2007 to 1,150 MTD in 2008 for unrefined sulphur and from 104 MTD to
212 MTD for ammoniac. Imports of unrefined sulphur rose by 27.7% and remained stationary
for ammoniac.
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Trends in other branches of activity continued to grow at a sustained pace, notably
pharmaceuticals and to a lesser degree para-chemical industries, but there was no growth in
rubber and tire industries. In the para-chemical branch in particular, production rose by 4%
for glue and linseed oil and by 1.6% for paint, varnish and ink, up from 8.7% and 1.7%
respectively in 2007. Imports of chemical products other than inputs for processing
phosphates posted increases of 13.4% for pharmaceutical products, 15.7% for rubber and
rubber goods and 19.2% for essential oils and perfumes.

5. TEXTILE/CLOTHING AND LEATHER/FOOTWEAR INDUSTRIES

After some 40 years of experience, this sector adopted strategic reorientation starting in the
early 2000s and this has helped it reposition itself and make Tunisia one of the leading world
suppliers of goods in this sector. This was achieved through implementation of a
development strategy based on partnership. Indeed, this sector currently projects promising
prospects following full entry into force on 1% January 2008 of a free trade zone with the
European Union. But while this zone presents many opportunities for partnership and thus
foreign markets, there are also challenges to be taken up in terms of enhanced
competitiveness and respect of international norms. In this regard, Tunisia’s enviable
positioning needs to evolve and stand out from competing countries, playing the trump cards
of political and social stability, geographic proximity to the major markets of Europe and the
Middle East, the existence of modern infrastructure and quality of highly skilled, relatively low
cost human resources, seeking to attract more FDI. The textile/clothing sector is however
highly dependent on the European market, so the drop in consumption there in the wake of
the world economic and financial crisis had a direct impact on production and exports. In this
context, growth in textiles/clothing-leather/footwear slowed in 2008 to 2% in real terms,
compared to 5.7% a year earlier. Thus, this sector’s contribution to economic growth was just
1.9% (0.1 percentage point) compared to 4% (0.3 point) in 2007. Trade also experienced
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slower growth, both for exports (0.4% vs. 17.1% a year earlier) and imports (0.2% vs.
19.3%). The same trend held for investment (up by 12.2% vs. 24.2% in 2007), with an
envelope of 230 MTD, of which some 50 MTD is FDI.

Production by textile/clothing industries posted negative growth for weaving and ready-to-
wear clothing and stagnated for spinning and finishing. On the other hand, hosiery production
was up, although at a slower pace than in 2007 (3.7% vs. 7.6%). This was accompanied by
virtual stagnation (-0.2%) in export of textile goods at 5,180 MTD or 21.9% of overall export
of goods compared to 26.7% a year earlier, while imports fell by 1.1% to some 3,482 MTD.
Leather and footwear industries saw production drop by 2.6% for shoes and stagnate for
parts and accessories, reaching 60.2 million pairs and 5,000 tonnes respectively. Trade in
the sector continued to grow, but at a much slower pace than a year earlier, posting some
918 MTD in exports and 595 MTD in imports.

PRODUCTION OF TEXTILE, CLOTHING, LEATHER AND FOOTWEAR MAIN ITEMS
(In thousand tonnes unless otherwise indicated)

Variation
Description 2004 2005 2006 2007 2008 | 2008/2007
in %

Cotton yarns 25.0 25.0 25.0 25.0 25.0 0.0
Wool yarns 9.0 9.0 9.0 9.0 9.0 0.0
Fabric (million metres) 201.5 200.6 211.2 229.7 220.7 -3.9
Finishing (million metres) 75.0 74.0 74.0 74.0 74.0 0.0
Ready-to-wear clothing (million items) | 206.0 195.0 172.0 178.0 168.0 -5.6
Hosiery 34.3 33.5 32.9 35.4 36.7 3.7
Carpets 3.1 3.3 3.3 3.3 3.3 0.0
Shoes (million pairs) 52.9 55.2 56.4 61.8 60.2 -2.6
Footwear accessories 6.1 5.5 5.0 5.0 5.0 0.0

Source : Ministry of Development and International Cooperation
6. MISCELLANEOUS INDUSTRIES

Growth in real added value in miscellaneous industries, which groups other manufacturing
activities, dropped in 2008 to 3.7%, down from 5% the year before. Investment rose by 7.7%
(vs. 4% in 2007) to 140 MTD or 10% of overall GFCF in manufacturing industries.
590 companies falling under miscellaneous industries have participated in the upgrading
programme since it was launched in early 1996, 382 of which have received approval of their
proposals for 618 MTD in investment and 90 MTD in State premiums.

In particular, the plastics branch, which occupies a strategic position because of its
relationship to other sectors (notably automotive industries) has enjoyed sustained growth
over the past few years. Still, these trends went down in 2008, with growth in production
falling to 4.2%, compared to 6.8% in 2007 and 7% in 2006. Furthermore, exports of plastics
and plastic goods posted slower growth of 10.4% (vs. 71.6% in 2007) to 379 MTD or 44% of
overall exports by miscellaneous industries. Companies in the plastics industry, which are
increasingly using modern technology that meets quality norms, are in largely small and
medium size businesses in the private sector, located mainly in the Greater Tunis Area, Sfax
and Sousse. For other branches of miscellaneous industries, production continued to grow
for wood industries (especially construction carpentry and particle board), with respective
increases of 3.9% and 4.7% vs. 4.3% and 3.8% in 2007. The same trend held for paper
industries, up by 2.5% for esparto grass paper pulp and by 2.6% for paper packaging.
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D. CONSTRUCTION AND CIVIL ENGINEERING

Despite sustained growth in overall investment, activity in the construction and civil
engineering sector grew at a slightly slower pace in 2008. Added value went up by 4.1% in
real terms vs. 4.5% a year earlier, while its contribution to economic growth remained
practically unchanged (0.2 percentage point). Similarly, the sector’s share in nominal GDP
remained unchanged at 5.5%. Investment in the sector rose by 18.4% to 225 MTD, helping
to create more jobs (8,400 jobs vs. 6,000 in 2007) along with a large humber of seasonal
jobs.
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Ill. SERVICES
A. TRANSPORT

Despite adverse international conditions, marked in particular by soaring prices for energy
products and ever greater competition, the transport sector grew at a sustained pace in
2008. Added value was up by 5.5% in real terms (compared to 5.3% in 2007), which pushed
the sector’s contribution to economic growth up to 6.2% vs. 4.5% a year earlier. Investment
in the sector rose at the same 15% rate of growth as the year before, reaching 1,800 MTD or
14.4% of all gross fixed capital formation. This led to an increase in job creation (including
the communications sector) of 11,300 new posts, up from 10,000 in 2007.

Such good performance was made possible by implementation of the reforms outlined in the
XI"™ Development Plan, the goal being to give the sector a greater role in the economy and
provide better services to users. These reforms focus mainly on strengthening and
modernisation of basic infrastructure and promotion of new information and communication
technologies, so as to offer higher quality/more competitive transport services and develop
mass transit, both public and private, the ultimate goal being to provide reasonably priced
transport and rationalize energy consumption while also preserving the environment and
promoting multi-modal transport.

In the area of maritime transport, the Merchant Marine and Port Authority (OMMP) in 2008
obtained two certificates of conformity: to international norms ISO 9001 (version 2000) for
maritime activities at the ports of the Goulette and Rades and for passenger reception at the
Goulette maritime station.

As for air transport, 2008 was marked by opening of the new Gabes-Matmata airport, where
there will be three domestic flights a week between Gabes and Tunis. Meanwhile, the
national carrier TUNISAIR continued to implement its modernisation programme by signing a
letter of acceptance concerning the purchase of 19 new Airbus aircraft, 16 under firm order
and 3 under option. And in order to meet international standards in terms of use of new
communication technologies, this company created in August 2008 a joint venture with the
International Aeronautical Telecommunications Company (SITA) and the Tunisian company
specialised in integrating computer systems (Med soft).

Land transport continued to develop infrastructure in 2008, notably by start up of service for
the ElI Mourouj metro line and improvement of service and speed on trains between the
capital and Sfax and Sousse. The Tunisian national railways company (SNCFT) acquired
10 trains (3 of which are already operational on the Tunis-Sousse line) further to start up of
service for the first train linking Kasserine and Kalaa El Khasba. As for road transport, the
third segment of the highway between Tunis and Sfax (that linking Msaken and Sfax) was
opened to traffic.

In the framework of strategy to promote multimodal transport, which consists of using various
modes of transport, a new freight transport station was opened in Sousse on 15 March 2008
that can handle 1,000 containers and that has the capacity to handle three trains at the same
time.
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1. MARITIME TRANSPORT

Despite a 3.4% increase in the overall volume of trade abroad to 32.1 million tonnes,
maritime activity did not evolve at the same pace in 2008. The number of ships tying up at
the seven national commercial ports fell from 7,898 for gross tonnage’ of 88.9 million in 2007
to 7,871 ships carrying 89.8 million tonnes in 2008. This drop was especially evident at the
ports of Rades (-2.7%), Gabes (-16.8%) and Zarzis (-1.4%). But there were increases in the
number of ships berthing at the ports of Sfax (11.4%), Bizerte (4.5%) and Sousse (2.2%).

NUMBER OF SHIPS ENTERING TUNISIAN PORTS (Units)
. .. Variation in %

Description 2005 2006 2007 2008 2007/2006 | 2008/2007
Tunis-Goulette-Rades 3,016 2,997 3,066 2,945 2.3 -3.9
of which : Rades 1,682 1,531 1,583 1,540 3.4 -2.7
Sfax 1,359 1,321 1,608 1,792 21.7 114
Bizerte 428 548 533 557 -2.7 4.5
Gabes 691 667 720 599 7.9 -16.8
Sousse 626 797 962 983 20.7 2.2
Zarzis 570 923 1,009 995 9.3 -14
Total 6,690 7,253 7,898 7,871 8.9 -0.3

Source : Merchant Marine and Port Authority (OMMP)

The structure of ship traffic changed somewhat compared to 2007, with a lower share for
cruise ships (5.9% vs. 6.4% in 2007), car ferries (8.3% vs. 10.3%), conventional ships
(24.8% vs. 25.1%) and container ships (8.2% vs. 8.5%). And although bulk carriers and oil
and gas tankers maintained shares in total of about 10% and 4% respectively, that of special
and roll-on/roll-off ships went up from 25.1% to 27% for the former and from 10.9% to 11.9%
for the latter.

Overall maritime freight traffic, including coastal activity, dipped by 1.6% (incoming and
outgoing), compared to an 11% increase in 2007 to 28.4 million tonnes. This drop was due to
a 5.2% decrease in international freight traffic and a 26% drop in coastal traffic.

As for international traffic, the volume of merchandise unloaded in 2008 went up by 4.2% to
15.9 million tonnes, following an increase in imports of hard wheat, vegetable oil, crude all,
non refined sulphur, certain steel and electrical products, and plastic materials and plastic
made items. Inversely, the volume of shipped merchandise went down by 5.2% to
11.2 million tonnes, especially because of the drop in exported quantities of olive aill,
phosphates and its by-products, and oil. The drop in international traffic was due to activity at
the ports of Sfax (-9.2%), Gabes (-10.4%), Skhira and offshore drilling platforms (-14.7%).

Coastal transport, mainly involving energy products, was down by 26% to 668,000 tonnes. This
was influenced in particular by lower figures for the ports of Rades and Skhira.

! International unit of volume to gage ships, corresponding to 2.83 cubic metres.
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TRENDS IN MARITIME FREIGHT TRAFFIC

(In thousands of tonnes)

Description _ 2007 _ _ 2008 _ Va_riation in %
Incoming | Qutgoing | Incoming | OQutgoing |Incoming [ Outgoing
International traffic 15,218 11,779 15,853 11,162 4.2 -5.2
Port of Tunis-Goulette-Rades 5,224 1,399 5,253 1,498 0.6 71
of which : Port of Rades 4,544 1,240 4,577 1,271 0.7 2.5
Port of Sfax 2,566 2,504 2,720 2,273 6.0 9.2
Port of Bizerte 3,267 1,091 3,540 1,114 8.4 2.1
Port of Gabes 2,524 1,727 2,601 1,547 3.1 -10.4
Port of Sousse 1,471 655 1,545 806 5.0 23.1
Port of Zarzis 166 499 194 594 16.9 19.0
Port of Skhira and offshore
driIIing Platforms’ 0 3,904 0 3,330 -14.7
Coastal 903 903 668 668 -26.0 -26.0
Port of Tunis-Goulette-Rades 212 0 7 0 -96.7
of which : Port of Rades 212 0 7 0 -96.7
Port of Sfax 31 44 41 58 32.3 31.8
Port of Bizerte 612 65 606 48 -1.0 -26.2
Port of Gabes 8 3 6 0 -25.0 -100.0
Port of Sousse 0 0 0 0
Port of Zarzis 40 0 8 0 -80.0
Port of Skhira and secondary
ports 0 791 0 562 -29.0
Total 16,121 12,682 16,521 11,830 2.5 -6.7

Source : Merchant Marine and Port Authority (OMMP)

The volume of merchandise transported by the Tunisian Navigation Company (CTN)
remained about the same in 2008, posting 1,880,000 tonnes, despite higher figures for
regularly scheduled lines between Tunisia and other Mediterranean countries. Thus CTN'’s
contribution to maritime commercial traffic, exclusive of coastal traffic, remained more or less

unchanged at about 7%.
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Maritime passenger traffic incoming and outgoing at national ports went down by 0.3% to
689,000 travellers, 357,000 of which were arrivals. Almost all of this traffic continued to be at
the port of Tunis-Goulette, despite efforts over the last few years to increase use of the ports

of Bizerte and Sousse.

' Crude oil only.

2 Coastal shipping here involves only national commercial ports. But since the number of entries of merchandises
is higher than exits, the gap is absorbed under the heading “Port of Skhira and secondary ports”.
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PASSENGERS ENTERING THE PORT OF TUNIS-GOULETTE (In thousands of passengers)

o Variation in %
Description 2005 2006 2007 2008 2007/2006 | 2008/2007
Passenger incoming 312 349 350 355 0.3 1.4
Passenger outgoing 288 304 333 332 9.5 -0.3
Total 600 653 683 687 4.6 0.6

Source : Merchant Marine and Port Authority (OMMP)

The number of passengers travelling with cars came to 132,400 vehicles arriving and
116,200 departing vs. 134,300 and 112,800 respectively a year earlier. As is also the case
for passenger traffic, that of passengers with vehicles continued to use the port of la Goulette
almost exclusively, for a total of some 248,000 vehicles recorded. The difference in numbers
between arrivals and departures corresponds to vehicles that are being imported
permanently, especially by Tunisians working abroad. There were 16,200 such vehicles in
2008, down from 21,500 in 2007.

Passenger transport activity handled by CTN, mainly on the Tunis-Marseille and Tunis-
Genoa lines, involved 314,000 passengers (45.6% of total) vs. 323,000 passengers (46.7%)
a year earlier. 115,700 vehicles were transported by this company (46.5% of total), down
from 122,100 (49.4%) in 2007.

Cruise traffic went down by 6.5% in 2008 to 701,300 tourists, some 99% (695,000) of whom
went through the port of la Goulette.

2. AIR TRANSPORT

The increase in tourism in 2008 had a positive influence on air transport, as reflected in both
number of aircraft and number of passengers at the country’s international airports. There
were more planes arriving and departing throughout Tunisia, up by 6% vs. 4.9% in 2007, to
109,200 units. This increase involved all airports except Monastir-Skanes and Gafsa-Ksar.
Passenger air traffic grew at a slower pace (3.3% vs. 4.7% a year earlier), to 11.4 million. It
continued to be provided mainly (about 95%) by international carriers, especially charter
flights (57% vs. 59.3% in 2007). Passenger air traffic on domestic airlines went up by 5.2%,
with the 536,000 passengers using mainly the Tunis-Carthage Airport (40.3%) and the Jerba-
Zarzis Airport (34.4%).

COMMERCIAL AIRCRAFT AND PASSENGER TRAFFIC AT INTERNATIONAL AIRPORTS
(In thousands)

o 2007 2008 Variatio_n 2000812007
Description in %
Aircrafts’ Passengers2 Aircrafts' Passengers2 Aircrafts' Passengers2

Tunis-Carthage 40.8 3,930.7 44.0 4,218.3 7.8 7.3
Monastir-Skanes 31.4 4,279.2 31.2 4,262.3 -0.6 -0.4
Jerba-Zarzis 224 2,555.2 22.5 2,621.9 04 2.6
Sfax-Thyna 5.7 80.8 7.9 98.9 38.6 224
Tozeur-Nefta 1.5 80.7 1.6 74.9 6.7 -7.2
Tabarka-November 7" 0.8 60.1 1.2 70.6 50.0 17.5
Gafsa-Ksar 04 10.0 04 7.7 0.0 -23.0
Gabés-Matmata 0.0 0.0 0.4 10.2

Total 103.0 10,996.7 109.2 11,364.8 6.0 3.3

Source : Civil Aviation and Airport Authority (OACA)

! Number of aircrafts recorded upon arrival and departure.
2 Number of passengers recorded upon arrival and departure and in transit.
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After a year of diminishing activity, the national carrier TUNISAIR recovered in 2008 with
more flight time and a greater number of passengers. The Tunisair fleet which consists of
29 aircrafts, following the retirement of an A-320 aircraft, had clocked 97,400 flight hours.
This was 6.3% more than in 2007. The plane occupancy rate went up slightly, from 69.3% in
2007 to 70% in 2008. The number of travellers on this airline rose by 5.6% to 3.8 million
passengers, which represented a third of overall air traffic to and from Tunisia. Such
progress was made possible by good performance on the part of regularly scheduled traffic,
including supplementary flights, up by 11.1%, with share increasing from 56.7% to 59.4%.
Charter activity dipped by a slight 0.6%. The number of pilgrims flying on Tunisair rose by
10.8% in 2008 to some 26,000. Thus Tunisair's market share in international passenger
traffic went up by a percentage point to 35.3%, despite competition from other airlines,
especially in the framework of Tunisia’s new ‘open sky’ policy.

COMMERCIAL PASSENGER TRAFFIC BY AIRPORT
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Nouvelair, which is specialised in charter flights, provided transport for 1.8 million passengers
in 2008, clocking 53,200 flight hours. This represents increases of 2% and 11% respectively
compared to 2007 figures. Thus market share for Nouvelair in overall charter traffic to and from
Tunisia went up slightly, from 27.2% in 2007 to 27.9% in 2008, with the majority of this
company’s activity being on the French market. Nouvelair's fleet was expanded for high tourist
season by acquisition of an A-320 airbus aircraft.

Sevenair, which flies both domestically and internationally, transported 299,300 passengers,
249,800 of which on regularly-scheduled flights (mainly domestic). This corresponds to
increases of 11.6% and 8.9% respectively compared to 2007. The number of flight hours
went up by 21.5% to 7,700 hours: 6,200 hours for regularly scheduled flights and 1,500 for
charter flights. Sevenair's fleet was expanded in June 2008 by acquisition of an ATR
72 seventy-seat aircraft.

On the other hand, Karthago, which specialises in non regularly scheduled international
flights, experienced a fall-off in activity in 2008, both in terms of number of passengers and
number of flight hours. It carried 638,200 passengers and clocked 15,700 flight hours,
compared to 728,200 passengers and 18,700 hours a year earlier.
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As for commercial freight, the volume of freight loaded and unloaded at various airports
throughout the country went up by 15.5% to 19,400 tonnes. Of this total, some 96% or
18,700 tonnes went through Tunis-Carthage International Airport. Tunisair's share in this
traffic continued to fall, down from 11,100 tonnes (66.1%) in 2007 to 10,800 (55.7%) in 2008.

3. LAND TRANSPORT
a. Rail transport

Freight transported by rail, handled by the Tunisian national railway company
SNCFT, fell by 5.6% in 2008 (vs. +1.1% the year before) to 2.1 billion tonnes-
kilometres or the equivalent of 10.5 million tonnes transported. This drop involved in
particular phosphates (-7.1%), foodstuffs (-20.5%) and energy (-11.9%), keeping in
mind that these products together represent more than 75% of the tonnage of goods
transported by rail. On the other hand, rail traffic of fertiliser and sulphur as well as
building materials went up by 2.7% and 2.4% respectively.

RAIL FREIGHT (In million tonnes-kilometres)
e Variation in %
Description 2006 2007 2008 200712006 200812007

Phosphate 1,550 1,598 1,484 3.1 -7.1
Iron ore’ 2 3 3 50.0 0.0
Building materials 134 124 127 -7.5 24
Fertiliser and sulphur 247 223 229 -9.7 2.7
Foodstuffs (mainly Cereals) 103 88 70 -14.6 -20.5
Energy 98 126 111 28.6 -11.9
Others 39 35 49 -10.3 40.0

Total 2173 2,197 2,073 1.1 -5.6

Source : SNCFT

Passenger rail traffic handled by SNCFT was up at a slower pace than a year earlier (1%
vs. 2.9%) to 39.2 million passengers. This slower pace was due to a 1.6% drop in traffic on
long distance lines and slower growth in short-distance traffic (1.5% vs. 2.5% in 2007). As in
the past, the latter continued to represent the highest share in overall traffic, i.e. almost 85%
or 33.2 million travellers.

DEVELOPMENT IN RAIL PASSENGER TRAFFIC (In million travellers)
o Variation in %
Description 2005 2006 2007 | 2008 2007/2006 12008/2007
Tunisian National Railway Company
(SNCFT) 36.4 37.7 38.8 39.2 29 1.0
-Long distance routes 5.2 5.8 6.1 6.0 5.2 -1.6
-Short distance routes 31.2 31.9 32.7 33.2 2.5 1.5

Source : SNCFT

Urban rail transport handled by the Tunis transport company TRANSTU is made up mainly of
metro lines. Traffic was down by 1.7% over the 2007 figure to 109.6 million travellers.

" This includes iron, lead and zinc.
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b. Road transport

Passenger road transport, handled by public as well as private companies, went down by
0.4% in 2008 to 695.5 million travellers (16.6% vs. 22.3% in 2007), despite a major increase
in the ftraffic handled by private companies. Of this total, 395.5 million travellers were
transported by regional companies for a total of some 136 million kilometres covered,
compared to 388.8 million travellers and 133.6 million kilometres a year earlier. The
275.4 million people transported by Transtu constituted a drop of 4.2% despite an increase
from 1,146 buses at end 2007 to 1,159 at end 2008. Traffic handled by the national
interurban transport company SNTRI, which offered services to users between the capital
and the various regions of the country went down by 5.4% to 3.5 million travellers. Rolling
stock at this company was strengthened by acquisition of 20 buses while 13 old buses were
withdrawn from the fleet. Private mass transit, which is provided by the five companies listed
below, saw activity grow by 16.6% to 21.1 million travellers.

- TCV (travellers mass transit) carried 10% more passengers for a total of 3.3 million
people, almost half on the Marsa-Tunis line. TCV has 52 buses, up from 51 the year before

- TUT (Tunisia urban transport) carried 29% more passengers for a total of 4 million,
taking advantage of a new line and acquisition of four new coaches

- STC (mass transit company) carried 68.4% more passengers
- TUS (urban and suburban transport) carried 5% more passengers
- STCI (inter urban comfort transport) carried 14.9% more passengers

The share of other private operators in passenger road transport continued to rise. Statistics at
the Ministry of Transport relating to new licenses granted in 2008 show 638 new taxi licenses (for
a new total of 24,768), 428 new rural transport licenses (for a new total of 10,059), and 203 new
long-distance collective taxi licenses (for a new total of 8,692).

Freight transported by road on behalf of others continued to grow, as reflected in the overall
number of registration certificates for this activity, up from 1,437 in 2007 to 1,585 in 2008. The
overall useful loads for this type of transport came to 166,200 tonnes vs. 142,400 in 2007.

There was a slight increase in licenses for international road transport, up to 63 autho-
risations for useful loads of 8,200 tonnes, compared to 62 authorisations and 6,900 tonnes a
year earlier.

B. COMMUNICATIONS

National strategic orientations in the field of information and communication technologies
(ICT) seek to further boost this sector, which increasingly contributes to higher productivity
and greater innovation from one year to the next. Efforts continued in 2008 to promote a
knowledge-based economy through new businesses and new jobs, greater investment in
sectors with high scientific content, and the common use of technology in all economic and
social activities. The result was a set of structural transformations in the economic make up
of the country, aspects of which are beginning to gradually change the sectoral breakdown of
economic activity, investment and foreign trade.
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Major ongoing changes in ICT have helped achieve good rankings for Tunisia. The Davos
World Economic Forum for the second straight year placed Tunisia first in Africa and 35th in
a world ranking of 127 countries, according to the Networked Readiness Index, an indicator
of aptitude to use ICT. It is also ranked second out of 115 countries in the area of success of
ICT promotion policy.

TRENDS IN THE MAIN INDICATORS OF THE COMMUNICATIONS SECTOR

Description 2004 2005 2006 2007 | 2008
Real growth of added value (%) 20.5 24.2 21.0 20.0 17.7
Added value in current prices/GDP (%) 3.6 4.3 4.7 5.1 5.5
Investments (in MTD) 655 586 650 700 740
- Variation (%) 10.4 -10.5 10.9 7.7 5.7
- Share in overall GFCF (%) 8.2 7.0 6.7 6.4 59
Number of subscribers to land phone
(thousands) 1,204 1,257 1,268 1,273 | 1,239
Number of subscribers to mobile phone
(thousands) 3,736 5,681 7,339 7,849 | 8,569
Number of phone lines (land and mobile) per
100 inhabitants 49.5 69.2 85.0 89.0 94.8

Number of subscribers to internet (thousands) 121.0 150.2 179.4 2531 281.3
Number of subscribers to internet per
1000 inhabitants 12.2 15.0 17.7 24.7 27.2
Number of internet users per 1000 inhabitants 83.7 94.6 127.1 167.7 | 270.2
Number of public centres of communications

technology (units) 11,000 | 11,903 | 12,375 | 12,275 | 11,526
Postal coverage (number of inhabitants per post
office) 7,100 7,058 7,047 7,056 | 7,096

Sources : Ministry of development and international cooperation and Ministry of communication technology

In this context, the communications sector continued to post a two-digit growth rate in 2008 :
17.7% in real terms vs. 20% the year before. Its contribution to the country’s economic
growth rose from 25.4% to 34.6% or 1.6 percentage point for each of the two years. The
sector’s share in GDP at constant prices also went up, from 9.1% in 2007 to 10.2% in 2008,
compared to 3.9% in 2001, the goal being to increase this figure to 13.5% by the end of 2011.

6,700 new specialised jobs were created by the communication technologies sector in 2008,
compared to 7,400 a year earlier. This figure, which does not include indirect jobs linked to
the impact of this activity on other sectors, remains significant. Its effect on global
employment is comparable to that generated by changes in certain traditional sectors,
notably construction and civil engineering.

In the area of investment, the communications sector received some 740 MTD in 2008, 5.7%
more than the year before, representing 5.9% of overall gross fixed capital formation, up from
7.7% and 6.4% respectively in 2007. Such investment helped increase telephone density, up
from 89 subscribers per 100 inhabitants in 2007 to 95 subscribers per 100 inhabitants in
2008, one of the highest levels in Africa. This occurred because of the remarkable increase
in number of subscribers to cell phone networks (8.6 million vs. 7.8 million in 2007). Similarly,
the number of computers country-wide shot up from 767,500 in 2007 to 997,000 in 2008,
very near the goal of 1 million set for 2009.
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The sector also made a qualitative leap in development and diversification of mobile phone
services, lower rates, a more extensive telephone network throughout the country, an
increase in the number of relay stations for cell phones, as well as the creation of 24 units for
quality control. These actions helped reduce heavy and at times saturated traffic on the
telephone network during peak periods, aligning with prevailing international norms.

Growth rate in communications - = = Contribution to economic growth |

Such results, obtained thanks to development of a climate favourable to competition,
competitiveness and investment, will be further enhanced following launching in 2008 of an
international call for bids for attribution of a new telecommunications license, with a view to
establishing and operating new landline, internet and second and third generation of cell
phone networks. This will help boost greater competition, more diversified supply, more
highly developed digital content, and lower rates.

As for internet and data transmission, Tunisia has encouraged their use by economic
operators and households by introducing ongoing rate reductions, a wide choice of
technologies, and deployment of quality infrastructure. In effect, national telecommunication
infrastructure is made up mainly of an optic fibre network covering almost 9,000 kilometres,
over all coastal and inland towns throughout the country, along with underwater cables to link
Tunisia to international telecommunication networks.

The capacity of Tunisia’s passing band to connect to the international internet network was
upgraded in 2008 to 11.3 Gbit/s, up from 3.1 Gbit/s the year before, in order to keep up with
the dynamic increase in use of the internet. The number of internet users in Tunisia has been
growing continually, up from 1.7 million in 2007 to 2.8 million in 2008. The number of
subscribers went up by some 11% to 281,300. There was an 86% increase in the number of
subscribers to ADSL to 212,500, in line with a 70% increase in capacity, which can now
support more than 330,000 subscribers. The structure of subscription has changed
considerably, with an increase in the share of subscribers for debit of more than 512 kb/s
rising from 12% in 2007 to 46% in 2008. There was also an increase in the number of
subscribers to debit exceeding 1 Mb/s, up from 7,800 in 2007 to 36,000.

The gradual move to high-speed service was made by various economic operators, such as
university, research and educational institutions. There have been considerable efforts at the

86



corporate level, given the positive impact of using technological and communication aids on
productivity and competitiveness. In this optic, WIMAX high-speed internet services were
used for the first time in 2008 by 1,000 companies. Furthermore, 420 companies subscribed
to satellite data transmission via communication companies, especially those that export
software and computer systems, as well as call centres. A programme was launched to
connect 300 economic and administrative zones throughout the country using optic fibres, in
the framework of development of very high-speed connections devoted to economic
companies and administrative establishments. On another front, creation of web sites in
2008 rose by almost 12% to 6,467 sites. There were 11,501 domains, up from 10,031 in
2007.

The advent of e-administration was encouraged by developing and using on-line services
likely to favour transition to a high performing administration adapted to citizens’ and
businesses’ needs. A programme to make computerisation the rule throughout the Tunisian
administration is being implemented, with specialised computer centres being set up and
computer systems being installed in various areas, aimed at students, the health sector, and
various services, all in the framework of facilitating relations with the public. Work to set up
an integrated administrative network moved ahead, with progress in carrying out scheduled
activities such as e-mail and electronic transfer of documents and data between public
institutions.

On the strength of this progress, the Economic Commission for Africa (ECA) in May 2009
awarded to Tunisia the prize for use of information and communication technologies in public
administration in Africa.

Electronic commerce was the object of a number of efforts to develop electronic commerce
on the domestic market and to extend use thereof to support exports. Aside from creation of
trading sites, financial and organisational incentives were introduced to intensify electronic
trade and favour the emergence and sustainability of new businesses in the e-services
sector. In this framework, a business incubator for electronic service initiatives was set up to
encourage young graduates to launch new innovative businesses in the field of electronic
commerce.

Similarly, the security of electronic networks and platforms was enhanced by growing interest
in being part of the intangible economy dynamic. The national computer security board has
been doing more to certify computer auditors. 2008 was also marked by launching of an
initiative to certify private enterprises in the field of computer system security and audit, the
ultimate goal being to help sectors that use computer networks and applications in support of
their activities.

Electronic certification evolved in a remarkable manner in 2008, in line with the development
of remote electronic services for citizens and businesses. The number of certificates for
electronic signature almost doubled, up from 1,512 in 2007 to 2,927.

To provide what is needed by a knowledge-based economy, notably qualified manpower that
can keep up with technological progress, high priority has been given to training skilled
national specialists. Efforts made in this framework took the form of support to future
branches, diversification of scientific specialisations, greater integration of ICT in educational
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programmes by pursuing generalisation of computer courses, a higher rate of coverage for
computer equipment at all levels of education, and enhanced training of specialists in the
field of ICT.

The number of students registered in the various branches of information and communication
technologies has been increasing steadily, up from 43,100 for the school year 2006-2007 to
46,300 in 2007-2008, bringing the proportion of students in these specialties to 13.2% of
total. There was also an increase in the number of graduated students including those with
postgraduate diplomas, up from almost 8,000 in 2007 to 9,500 in 2008. Furthermore, efforts
continue to promote Tunisia as a technological destination, further attract foreign companies,
increase the number of new businesses and develop research and innovation in the field
of ICT. The communication technologies pole, El Ghazala, was home to 70 companies
specialised in this field in 2008, 26 of which exported their entire production, up from 51 and
19 respectively the year before. To improve the environment for corporate investment and
competitiveness, this technopole set up a one-stop shop for communication technologies
where administrative procedures for certification and technical control can be quickly and
easily accomplished, as well as a unit to provide assistance to investors. It was also decided
to expand the technopole in the governorates of Ariana and Manouba, tapping investment of
some 100 MTD, with a view to improving capacity to support new technological initiatives
and companies, an expansion that could provide more than 5,000 new jobs initially.

Tunisia’s attraction as a site for foreign ICT companies to set up business has been made
even greater by dynamic activity in call centres, especially call centres working on foreign
markets. There were 203 call centres at the end of 2008 providing 17,600 jobs, especially for
university graduates, compared to 150 centres and 12,800 jobs the year before. Particular
attention has been given to extending the technological platform country-wide and boosting
the role of the ICT sector in regional development and job promotion in inland areas. In 2008
there were seven regional remote work centres grouping 51 companies, seeking to draw in
innovative projects in the communications and computer sector. An additional eight centres
are being set up, to be finalised in 2009.

In the area of postal services, notable achievements have been made :

- a high growth rate for this sector has been maintained, with faster growth in postal activity
following diversification of services and products, which made up some 29% of turnover
vs. just 1% in 1999 ;

- development and diversification of financial products, notably electronic transfers (both
domestic and international), postal savings, postal insurance, postal checks, money services
and internet-based electronic payments ;

- evolution of electronic postal services, particularly for urgent telegrams using the electronic
«webtelegram» network and hybrid mail that lets major companies exchange a high volume
of emails with their clients ;

- enhanced quality of services to clients, as reflected in ISO 9001 version 2000 certification
for a number of post offices ; and
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- modernisation of the postal network, which counted 1,024 post offices, especially
introduction of integrated computer applications that can provide postal and financial services
in real time, hook up of 200 post offices by internet to facilitate remote university registration,
and extension of the network of cash machines, the number of which rose from 88 in 2007 to
104 in 2008, in an effort to facilitate cash withdrawals and decongest post offices.

2008 saw ongoing efforts to develop and modernise radio/television broadcast so that it can
provide a more diverse and stronger range of national audiovisual options that were boosted
by the launching of the first religious television channel in Tunisia. A land based digital
television mechanism was introduced to improve image and sound by digitalising
broadcasting. The first step of this initiative was completed in 2008 at the level of broadcast
of televised channels, tapping 41 broadcasting stations located in all governorates
throughout the country.

C. TOURISM

World commodity prices (especially for energy) rose sharply until the summer of 2008,
fanning inflation and putting a number of industrialised countries into recession, in the wake
of the international financial crisis and in conjunction with waves of dismissals and fluctuating
exchange rates. These developments had a considerable impact on world tourism. Like other
tourist destinations, Tunisia suffered from the impact of the crisis in the last quarter of 2008,
but not enough to keep tourism from posting better performance for the main parameters of
tourism.

1. TRENDS IN WORLD TOURISM

There were 924 million tourists worldwide in 2008, an increase of 16 million (1.8% vs. 7.3% a
year earlier). This slowdown was caused by a drop of 1% in the second half of the year, after
a 5% increase in tourist flows over the first half of the year.

By region, Europe maintained its standing as the top tourist destination in the world, despite
stagnation in the number of tourists in 2008 (488 million) with a market share just slightly
down from 53.7% in 2007 to 52.8% in 2008. As usual, the Mediterranean region received the
largest number of tourists (179 million, almost 20% of world total), followed by western
Europe (153 million), central and eastern Europe (99 million) and northern Europe
(57 million).

Eastern Asia and the Pacific remained in second place worldwide, with a market share
unchanged at 19.2%, despite slower growth in tourist flows (1.7% vs. 10.6% in 2007).
Northeast Asia continued to receive the majority of tourist entries : some 105 million or 59%
of total. Southern Asia maintained practically the same volume of tourists at just over
11 million.
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TRENDS IN WORLD TOURIST ARRIVALS

Regions g} 't';'lljl:?sr;: Share in % Variation in %
2007 2008 2007 2008 2007/2006 | 2008/2007
Europe 488 488 53.7 52.8 52 0.0
Eastern Asia and Pacific 174 177 19.2 19.2 10.6 1.7
Americas 143 148 15.7 16.0 4.9 3.5
Middle East (including Egypt) 47 53 5.2 5.7 15.3 12.8
Africa’ 45 47 5.0 5.1 8.5 4.4
South Asia 11 11 1.2 1.2 9.8 0.0
Total 908 924 100.0 100.0 7.3 1.8

Source : World Tourism Organisation

There were 148 million tourists visiting the western hemisphere, an increase of 3.5%
vs. 4.9% in 2007. Its market share went up slightly (from 15.7% in 2007 to 16% in 2008)
thanks to more dynamic tourist activity in the United States in the first eight months of 2008
and good performance for the main destinations in central and south America.

The Middle East posted the best performance in 2008, with a 12.8% increase in the number
of tourists (vs. 15.3% in 2007) to 53 million. Its market share thus rose to 5.7% of world total,
up from 5.2% the year before. Egypt in particular enjoyed an exceptionally good tourist
season, with 12.8 million tourists, an increase of 15% between end 2007 and end 2008.

With 47 million tourist entries, Africa (exclusive of Egypt) recorded slower growth in the
number of tourists in 2008 (4.4% vs. 8.5% in 2007), corresponding to a virtually unchanged
market share of 5.1% in world total. There was slower growth in sub Saharan Africa (4.1%
vs. 8.8% a year earlier) and especially in North Africa (5.3% vs. 7.9%). These two sub-
regions took in some 30 million and 17 million tourists respectively. Morocco and Tunisia, the
two main tourist destinations in North Africa, posted record levels of 7.9 million and 7 million
tourists respectively.

2. TOURIST ACTIVITY IN TUNISIA
a. General trends

Despite the onset of recession in the main European countries from which tourists come (due
to the effect of the world financial and economic crisis), tourist activity in Tunisia continued to
enjoy sustained growth in 2008, posting record highs for certain indicators, especially non
resident entries and foreign currency receipts.

Added value in the sector went up in real terms at a faster pace than the year before : 4%
vs. 3.5%. Its share in GDP in current prices remained virtually unchanged at 5.3%.
Investment in tourism rose by 40 MTD (13.3%) in 2008, after dropping by 9.1% a year
earlier, reaching 340 MTD or 2.7% of global gross fixed capital formation. These funds went
to renew and develop a number of existing hotels in the framework of the upgrading
programme and to build new hotels, for an increase of more than 3,000 additional beds,
amounting to 239,052 beds at the end of 2008. Foreign direct investment flows went up to
137 MTD, vs. some 64 MTD in 2007, essentially from Libya for acquisition of two existing
hotels.

! Egypt excluded.
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