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UK Rise in VAT  

Increasing the UKôS VAT rate from 17.5% to 20% next year will 
save the new government £13bn per year from 2014 -15, but will 
also eventually decrease the individualôs consumption, pushing 
down aggregate demand leading to an increase in the interest 
rate. This discourages investors to borrow and take out loans for 
investment. Thus a sharp decline in the total national output will 
occur in return, this will result in higher unemployment in the UK. 
And because of the circular market relation, the retail market will 
also be affected negatively causing a sharp decline in its sales. 
Although many experts predict a rush in sales prior to the imple-
mentation of the VAT rise, especially around the Christmas period. 
However, increasing VAT will likely hold back the UKôs economic 
recovery.  
 
 

   LATEST NEWS  
                     FROM THE UK 
 
 
§ British Petroleum (BP) is look-

ing for investors to prevent a 
hostile take-over from a rival oil 
group. The costly Deepwater 
Horizon disaster has left BP 
vulnerable, they now want new 
investors to pick up BPôs shares 
in the market.  

 
§ UKôs new car sales are up 

10.8% in June 2010 year-on-
year, despite the end of the car 
scrappage scheme on 31 March 
2010. Car sales increased by 
19.9% for the period Jan -Jun 
2010 year-on-year 

 
 
 
 
 
 
 

UK Economy Continues Growth 
 
According to the British Chambers of Commerce, the UK economy 
has grown by 0.6 to 0.7 per cent in Q2 of 2010. The BCC ex-
presses concern for the services and retail sectors as both have 
reported sluggish growth. Manufacturing is performing better and 
UK exports in Q2 have been the highest since 4 years. The slow-
down in the services sector can mainly be attributed to a drop in 
confidence of the UK public after the new coalition government 
announced its drastic public spending cuts two weeks ago.  

Increase Egyptian Energy Prices for Industry 
 
The Electricity and Energy Ministry has raised energy fees for en-
ergy-intensive industries as of 1 July 2010. Energy prices have 
therefore risen 50 per cent for such industries during peak con-
sumption times, from 7:30 PM to 11:00 PM in the summer and 
from 5:00 PM to 9:00 PM in winter. High energy consumption in-
dustries include factories for steel, cement, fertilizer, aluminium, 
copper and petrochemicals.  A World Bank report had earlier rec-
ommended hikes in electricity prices for home consumption as 
well, but the ministry decided to apply the increases to the indus-
trial sector only. The same sources also noted that the chief ob-
jective of the increases was not to raise revenue, but to reduce 
pressure on the national electricity grid.  

  LATEST NEWS   
         FROM EGYPT  
 

 
§ The Ministry of Trade and In-

dustry is considering allowing 
the General Authority for Sup-
ply Commodities to import rice 
to meet its needs. The rice will 
be subsidized through the Sup-
ply Authority 

 
§ Egyptôs tourism industry surged 

in the first half of 2010 with 
revenue jumping 17.6 per cent 
year-on-year to $5,58bn 

 
§ Vodafone has renewed its con-

tract with the British University 
in Egypt to develop the educa-
tion system in the country  

 
 
  
  
 

 

 

 óDo You Agree?ô  

The UKôs VAT rise from 17.5% to 20% in January 2011 
will affect consumer spending, the retail market and will  
potentially hold back economic recovery 
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