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Egypt:  Note To The IMF: Hang On To Your Checkbook 
 
Having just passed the second anniversary of its revolution, Egypt is clearly a 
nation in trouble. A constitutional referendum has done little but upset people 
by shifting power to the Muslim Brotherhood,. This has brought demonstrators 
back to the streets, but a worse battle is brewing behind the scenes.  
 
Egyptian Coptic Christians make up almost a quarter of the nation’s 2.7 
overseas citizens, but they contribute more than a third of the $12 billion in 
annual remittances sent home to Egypt. The Copts, who have been leaving 
the country steadily since Nasser first came to power in 1952, are much better 
educated and far better off economically than the average Egyptian worker 
who goes abroad. A recent survey by George Washington University showed 
that the average Copt was a college-educated professional with an income 
above $100,000. 
 
But the survey also indicated that for now, the Coptic community, while willing 
to send back remittances to their families, was extremely cautious about 
making business investments in Egypt. That should be a signal to the 
International Monetary Fund, which is currently negotiating a nearly $5 billion 
loan to the Morsi government that is meant to help stabilize prices of basic 
commodities and the rapidly falling Egyptian pound. 
 
What worries the Copts, and what should worry the IMF, is that the current 
government is being pressured from the right by more extreme religious 
groups, especially the Saudi-financed Salafists. Already, many religiously 
moderate Egyptians fear that the authority of al-Azhar University, the great 
institution in Cairo that has long been regarded as the ultimate source of 
Sunni legal interpretation, is being gradually supplanted by a more 
conservative vision exported by the Saudis. That vision, which includes 
creating a religious police to insure that women are covered and that alcohol 
is banned, would cut heavily into Egyptian tourism if implemented, and drive 
an increasing number of Copts and moderate Muslims, who make up the bulk 
of the educated workforce – and who would be the first to leave – to consider 



FEVER THERMOMETER: FEBRUARY 2013  2 

emigration. Seen in that light, the IMF’s loan, if it comes, would be only a 
band-aid on a nation whose values could shift strongly toward conservatism – 
and a less dynamic economy – in the coming months and years. 
 
Unmentioned in this conundrum is how the military will react. For the moment, 
the military is attempting to control the recent round of demonstrations, but it 
may be forced to act if Egypt begins to drift too far toward the religious right. 
 
Japan: It’s Not The Economy, Stupid! 
 
The recent election of Shinzo Abe as Japan’s Prime Minister and his pledge 
to force the Bank of Japan to become more accommodative and to create a 
bit of inflationary stimulus has central bankers, economists and world leaders 
in a swivet. Abe, who failed in his first run as Prime Minister – he resigned 
abruptly with a stomach ailment – has indicated that he wants a weaker yen 
to re-ignite Japan’s moribund international trade, which now runs a deficit 
after piling up years of surpluses. He also wants Japanese to spend more and 
save less, to stimulate the domestic economy, which has been largely 
deflationary for more than twenty years. 
 
Somebody ought to explain to Abe that not every problem can be solved with 
fiscal or monetary policy. Sometimes the problems are more deeply rooted. In 
Japan, the real problem is cultural traditionalism. The Japanese have always 
thought of themselves as somehow apart from their Asian brethren, the 
children of the Sun goddess Amaterasu, and despite their modernity, remain 
highly tradition bound. In the post-World War II period, when Japanese 
industry was recovering and its factories were shiny and new, Japan became 
a world beater, delivering a steady stream of innovative, high quality products 
from companies like Sony, Toyota and Honda. 
 
But those days are largely over. Sony is a laggard in consumer electronics 
and computers, the U.S. has essentially caught up to Toyota and Honda in 
quality, and even Japan’s vaunted machine tool industry has largely been 
supplanted by home-grown tools made in South Korea and China, its two 
largest export markets. Meanwhile, the education system is sclerotic, the 
bureaucracy is still polite but still mind numbing and the nation remains in the 
thrall of large companies that largely march to their own drummer. That was 
best exemplified during the 2011 earthquake and tsunami, which destroyed a 
nuclear power plant and rendered a decent-sized chunk of land around 
Fukushima uninhabitable. The company responsible, Tokyo Electric Power, 
has made the usual obeisant bowing and scraping, but has done little to put 
matters right. Finally, to demonstrate how esoteric Japan’s view of the world 
has become, the government is expected to spend upward of $1 trillion over 
the next decade or so on caregiver robots for Japan’s aging population. The 
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thought of allowing immigrants – foreigners – to have an impact on Japan’s 
culture is apparently too much to bear. 
 
What Japan really needs is a shot of new blood, some social diversity and 
new ideas. The forces that emerged to create a vibrant Japan in the period 
between 1960 and 1990 are now long past. It’s not the economy. Japan has 
plenty of money in its banks and its national accounts. What Japan currently 
lacks is vision. 
 
Argentina: As The Economy Falters, Kirchner Beats The War Drums 
 
In the wake of a faltering economy, rising inflation, stagnating agricultural 
commodity prices, and a group of bond holders determined to sue Argentina 
into submission, President Cristina Kirchner is resorting to that old populist 
trick to maintain her fading popularity: Find an outside villain. The most 
obvious one is Great Britain, which thoroughly thrashed Argentina in 1982 
after Argentine forces invaded the Falkland Islands, a set of lonely 
outcroppings in the South Atlantic Ocean. It turns out there is oil off the 
Falklands, and Kirchner wants it in order to put her country back on an even 
footing with Brazil, which is becoming increasingly energy-independent. 
 
When oil was first discovered off the Falklands in 2010, Britain offered to 
share any oil wealth with the Argentines. But Kirchner abruptly broke off talks, 
insisting that it was an insult to have to negotiate sovereignty it already 
claimed. Britain is putting the sovereignty issue to a vote in March, knowing 
full well that the islanders prefer to remain British subjects. 
For now, Argentina has decided to bar cruise ships that stop at Port Stanley, 
the Falkland’s main harbor, from visiting Buenos Aires, which has caused 
some of the American cruise lines, such as Carnival, to strike the Falklands 
from their itinerary. In turn, Britain’s P&O Lines has crossed Buenos Aires off 
its ports-of-call list. All experts agree that a second invasion try is highly 
unlikely. As we noted months ago, Argentina’s military would be hard-pressed 
to hold off an invasion of Bolivian peasants, much less send troops 300 miles 
offshore to plant the flag. Nevertheless, Britain is taking the threat seriously, 
and has sent its most up-to-date warship on a run into the South Atlantic. As 
for Kirchner, as the baseball statistical expert Bill James has said, “Beggars 
can only rattle their cups.” 


