Misurata
Free Zone
Focus Report
Economic Recovery
In collaboration with

oxfordbusinessgroup.com

June 2022

Economic Recovery
Investment Opportunities
With its strategic location on the Mediterranean Sea and in the heart of
North Africa, Misurata Free Zone (MFZ) is well placed to offer significant
opportunities for investors in a range of key sectors. The facility is at the
crossroads of traditional and modern north-south and east-west trade routes,
making it a competitive and attractive destination for companies looking to
expand operations in both new and established markets.
MFZ is able to leverage its strategic location through its extensive logistics
networks, including its own port. The MFZ Port is a modern facility and Libya’s
busiest maritime link. Indeed, in 2019 the port handled five times as many
containers as the Port of Tripoli, and saw twice as many ship arrivals as the
Port of Benghazi. According to industry outlet MarineTraffic, general cargo
traditionally accounts for the largest proportion of port calls, at 22% of the
total, followed by container ships (21%), bulk carriers (12%), oil and chemical
tankers (11%), and vehicle carriers (10%), although this can vary from month
to month. The port can process vessels up to 300 metres in length, with a
maximum draught of 16.3 metres and deadweight of over 181,000 tonnes.
This allows it to service a wide range of ship sizes.
The port provides transit trade and trans-shipment services, with direct access
to warehousing on its quays, as well as immediate access to the industrial
and manufacturing areas of the free zone. The port has also seen the recent
return of passenger services. On December 1, 2021 Libyan ferry company
Kevalay sent the first passenger ship since 1996 from the port to Izmir, Turkey.
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The port can process vessels up to 300 metres in length, with a maximum draught of
16.3 metres and deadweight of over 181,000 tonnes
Many firms from Turkey have set up operations in MFZ and the new link
aims to both service existing firms and enhance the zone’s competitiveness
with a key international market. Logistics and transport are core areas of
development for Turkish companies active in MFZ, which see the facility as a
port of entry to reach growing markets in Africa.
One example is Albayrak Group, which is involved in industries ranging from
construction to logistics. In July 2021 Albayrak representatives visited MFZ,
with an eye to establishing cold and dry storage and warehousing operations
in the zone. Another Turkish company active in MFZ is Yıldırım Group, an
industrial conglomerate based in Istanbul. In June 2021 the group signed
a memorandum of understanding with MFZ to identify opportunities for
investment, most notably in terms of port traffic and development.
MFZ is also positioned close to Misrata International Airport. The airport
handles regular passenger links to cities including Istanbul, Cairo and Tunis,
as well as cargo flights. In March 2021 flights resumed to Benghazi, with the
airport now playing a key role in re-integrating Libya’s air logistics networks.

Graph source: MarineTraffic
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Economic Recovery
Connection to the South
In addition to maritime and air connections, MFZ is linked by road to
destinations across Libya and beyond. It is positioned along the North
Africa coast, with access to Tripoli, a three-hour drive from Misrata
to the west; Sirte, around 2.5 hours to the east; and Benghazi, 8.5
hours to the east. While a previous initiative to build a railway from
the border with Tunisia to that with Egypt stalled after 2011, the
resumption of construction would add to the zone’s land transport
connectivity, with a spur south of Sabha also planned.
The rail development would also help connect MFZ to its sister
operation, the Taminhent Free Zone, near Sabha in the south. The
two cities are currently connected by a road link. Strengthening
connectivity, for example through a rail line, could bolster Libya’s
efforts to position itself as a future gateway to Africa.
In addition to being a key transport and logistics destination, the
south plays a crucial role for another leading sector: energy. The
country had 48.4bn barrels of proven crude reserves as of 2020
and 1.5trn cu metres of proven natural gas reserves as of 2021,
according to the Organisation of the Petroleum Exporting Countries
– a body Libya has been a member of since 1962. Most of the
country’s producing fields lie in the south, while export facilities are
all on the northern coast, highlighting the importance of northsouth connectivity. Although the energy sector has been affected by
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conflict and blockades in recent years, rapprochement has seen oil
and gas production rebound. MFZ is in a strong position to benefit
from easing of tensions, as its port is a major loading site for the
Brega Petroleum Marketing Company, the oil storage and distribution
arm of the Libyan National Oil Corporation. MFZ also benefits from
its proximity to the main east-to-west gas pipeline that runs along
the coast. The presence of this infrastructure positions MFZ as a
destination for petrochemicals industries, as well as being a base for
oil and gas service and logistics firms such as Malta’s Medserv Energy.
At the same time, MFZ has been a target for investment from global
players in a range of segments, including the automotive industry.
Japan’s Toyota established its Libya head office in the zone in 2010
and was its largest foreign investor as of early 2022. From its position
at MFZ, the Japanese car giant coordinates the distribution of
vehicles and spare parts for customers across the country. Toyota’s
base in the zone also creates an opening for investors in associated
industries such as parts manufacturing to establish their businesses
next to one of the world’s leading automotive players.
MFZ is home to a range of financial services outfits as well, with
institutions such as Jumhouria Bank – Libya’s largest – and the Libyan
Foreign Bank present in the zone. Investors therefore have firm
foundations to build upon should they establish operations at MFZ.
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Growth and Development
After a decade of conflict, Libya is moving towards reunification and
re-integration, supported by a recent economic rebound. Driving
this trend forwards is the oil and gas sector, which has historically
accounted for around 60% of aggregate economic output, and 90%
of fiscal revenue and merchandise exports.
While the hydrocarbons industry was impacted by the conflict, deescalation has resulted in the resumption of production. In the first
nine months of 2020 oil output averaged 300,000 barrels per day
(bpd), down from its usual 1.2m bpd. However, by March 2022 daily
oil production was back above 1.1m bpd.
In addition to domestic headwinds, the energy sector was affected
by low oil prices in international markets in 2020. However, prices
began to rise in the second half of 2021. By early 2022 they reached
over $100 per barrel – the highest since 2008. This has resulted in
unprecedented revenue for the Libyan economy. Indeed, according
to the World Bank’s “Libya Economic Update” published in October
2021, the international institution predicted that the country would
close the year with 78.2% real growth in GDP. Exports were a major
contributor to this expansion, the value of which the World Bank
forecast would grow by some 195% in 2021, on the back of 194.7%
growth in hydrocarbons GDP. At the same time, the World Bank
forecast non-hydrocarbons GDP would also show solid growth, rising

4

OBG Misurata Free Zone Focus Report

by 21.9% over the course of the year. In its “World Economic Outlook” global energy prices. It is expected that this trend will continue
through at least the third quarter of the year.
published in April 2022, the IMF had a similarly positive estimate,
citing estimated GDP growth of 177.3% for 2021.
There have been efforts to reintegrate the country’s administrative
and supervisory structures, including a financial review of the
central bank in Tripoli and its Al Bayda branch. The governors of
Libya was estimated to close 2021
both institutions now meet regularly to coordinate reintegration
with real GDP growth of 78.2%.
efforts. A devaluation of the dinar in early 2021 also helped alleviate
Exports were a major contributor to
pressures on the currency, and harmonise official and parallel market
this expansion, the value of which
rates. However, much depends on the political and security situation
continuing to improve and stabilise. An equitable distribution of
was forecast to have expanded some
revenue from oil and gas sales will be key, ensuring all areas of the
195% in 2021 on the back of 194.7%
country benefit. Steps towards further integration and normalisation
growth in hydrocarbons GDP.
of country-wide institutions, such as the central bank, will also be
beneficial for further economic recovery.
Looking to the future, the African Development Bank (AfDB) projects
that Libya will see 54.9% GDP growth in 2022, with hydrocarbons
revenue also expected to boost the fiscal and current account
balances. The AfDB forecast that the balance would rise to 8.9% of
GDP in 2021 and 31.2% in 2022. It is important to note that these
predictions were made prior to a hike in international oil prices
after the February 2022 invasion of Ukraine by Russia, signalling the
potential for the balance to improve further on the back of higher

Infographic source: World Bank

Food prices in the country stand to be affected by Russia’s invasion
of Ukraine, as Libya imports much of its grain from both Russia and
Ukraine. While extra oil and gas revenue will likely enable these
higher costs to be covered by subsidies, supply chain disruptions
may still cause shortages in the short to medium term. Even so,
global economic factors and domestic recovery give Libya a major
opportunity for a return to growth in the years ahead, which MFZ
and companies in the zone are well placed to capitalise on.
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International Trade
With both the hydrocarbons and non-hydrocarbons sectors
expected to see substantial growth – and exports driving
much of the country’s recent expansion in GDP – Libya’s
trade ties are of central importance to the development and
diversification of the broader economy.

imports from the EU, which were valued at €3.8bn that
year, were largely divided between fuel and mining (39.5%),
agriculture and raw materials (23.7%), and machinery and
transport equipment (18.4%).

Italy is Libya’s top trading partner among EU countries, and
Libya has traditionally enjoyed a balance of trade surplus. The it is Libya’s largest individual export market, accounting for
33.6% of all Libyan exports in 2018, according to the World
value of its oil and gas exports has more than covered that
Bank’s World Integrated Trade Solution portal. China is also
of its imports, which are mainly consumer and intermediate
goods, along with foods such as grains. However, in 2020 the an important export market, accounting for 16.6% of imports
that year, followed by Spain with 10.1%.
country recorded its first trade deficit since 1962, with the
economy affected by the pandemic and continued domestic
instability. The trade balance has since recovered, benefitting In terms of imports, in 2018 Turkey was the top trade
partner, comprising 11.1% of the total. These ties are
from higher hydrocarbons prices. Among the developments
expected to grow: according to a report from the Turkishthat underscore this point are the fact that the value of
Libyan exports to the US were up 10-fold over the course of Libyan Business Council released in March 2022, the value of
bilateral trade is expected to rise from $3bn at the close of
2021, as well as the fact that the value of Libya’s trade with
2020 to $15bn in the coming years. The UAE, China and Italy
the EU hit an eight-year high that year.
each accounted for a 10-11% share in 2018.
This is notable because the EU is Libya’s biggest trading
To develop the country’s trade balance further, the
partner, accounting for 51% of its global trade in goods in
authorities and MFZ officials are prioritising growth in the
2020. That year saw the value of EU-Libyan trade reach
non-hydrocarbons sector’s share of exports, while sourcing
€7.8bn, €4bn of which was EU imports from Libya, with fuel
and mining products accounting for 97% of that total. Libyan more consumer and intermediate goods locally.
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Key trade figures, 2018-21E
2018

2019

2020

2021E

Exports, goods &
services (% growth)

32.2

33.6

-64.8

195.0

Imports, goods &
services (% growth)

23.8

43.9

-27.5

27.4

Exchange rate (US
dollar: Libyan dinar)

1.4

1.4

1.4

4.5

Current account
balance (% of GDP)

21.4

11.6

-34.8

19.7

Crude oil production
(m barrels per day)

1.0

1.2

0.4

1.2

Table source: World Bank
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IT and Digitalisation
The fragmentation of government and administrative structures
in recent years slowed Libya’s path towards the digitalisation of
services and trade. However, moves to re-integrate the country’s
government offices and authorities, as well as those aimed at
boosting efficiency in the private and public sector, have facilitated
the use of technology in everyday life.
MFZ itself has contracted one of the world’s largest companies
to digitise all its processes, via a long-term agreement and using
an open-source system. The facility is also considering proposals
for the transformation of port services into a 100% automated or
semi-automated offering, according to MFZ officials. The zone’s
e-government system, currently in testing phase, is divided into
four parts: resource management, port management, maritime
operations and handling, and container terminal management and
vessels tracking management. MFZ also works on providing online

The median age
in Libya is
29.5 years
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platforms like virtual offices and is developing its own data centre. All Even so, there remains room for improvement in terms of ICT
of Site A is equipped with optical fibre.
adoption in the wider economy. This has created the opportunity
for ICT outfits and investors to expand into the market. Moreover,
Libya’s financial sector is one area that had previously been slow
the Libyan private sector has a large contingent of micro- and small
to adopt innovative new technologies, but moves are under way to
firms. Fostering digitalisation through, for example, the creation of
boost the use of tech tools. Doing so could bolster transparency,
online retail platforms and the provision of digital marketing services
could help these smaller companies access more substantial markets
accessibility and efficiency. An area that the authorities are working
to develop is mobile banking, and they plan to leverage the country’s both at home and abroad, as well as reduce costs.
high mobile and smartphone penetration rates to help meet these
goals. In January 2022 Libya had a mobile penetration rate of 169.6%, E-government is another area where digital services could make
according to a report from We Are Social and Kepios, while a World
business processes more efficient. Moreover, with efforts under way
to reintegrate government structures, digitalisation also holds out
Bank report released in March 2022 found that 84% of Libyans had
the prospect of more responsive and transparent regulatory and
4G access. The World Bank also noted a high level of human capital
availability in Libya for ICT, with the country scoring 74 out of 100
administrative framework in the years to come. The government
points on its Human Capital Index – higher than the UAE, Tunisia and stands to benefit from the experience of entities such as MFZ that
have already adapted digital tools into their business models.
Qatar, which scored 73, 70 and 67, respectively.

There were 3.5m internet
users in Libya in January 2022,
up 10.1% from early 2021

There were 11.9m mobile
connections in January 2022, for
a penetration rate of 169.6%

The number of mobile
connections rose by
243,000 in 2021

Infographic source: We Are Social; Kepios

The median mobile internet
speed was 11.3 Mbps in early
2022, up 8.8% year-on-year
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Economic Recovery
Competitive Advantages
Areas of investment in MFZ
• Construction of commercial,
industrial & service
facilities
• Manufacturing
• Value-added production for
trade & the local market

•
•
•
•
•

Financial services
Oil & gas support
Tourism & services
Storage
Transit trade

Investment incentives
• 0% personal or corporate
income taxes
• 0% Customs duties or
import/export taxes
• 0% value-added tax
• 100% capital and profit
repatriation allowance
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• No restrictions on
recruiting labour
• Reliable &
inexpensive power
• Possibility of transferring
ownership
• No restrictions on
cargo traffic

Because MFZ is independent and private sector-driven, it has not
only been able to digitalise ahead of the curve, but it also has several
other comparative advantages that have allowed it to become a
competitive option for businesses. This measure of autonomy allows
it to tailor its services to specific investors. The zone also features a
stable regulatory platform of its own – one not subject to changes
in government. As a one-stop shop, MFZ provides foreign investors
and employees with a secure, tax- and duty-free environment. The
zone has also invested in modern infrastructure: indeed, Site A –
one of the MFZ’s two sites, spanning 565 ha – features the most upto-date infrastructure of any free zone in the country.
MFZ is also able to offer investors low-cost power. The 640-MW gas
turbine Misrata Open Cycle Power Plant is due for commissioning
in 2022, and was built by a consortium of Turkey’s ENKA İnşaat
ve Sanayi and German multinational Siemens. Once the plant is
complete, the zone and wider region will benefit from uninterrupted
and cost-efficient electricity services.
On the industrial side, Misrata is home to Libyan Iron and Steel
Company (LISCO), one of the largest companies in the country.
The 1200-ha LISCO complex contains a cold and hot strip mills,
galvanising and paint coating lines, a bars and rods mill, a steel plant
with a capacity of 611,000 tonnes per year for slab, and a three-

Infographic source: MFZ

unit sponge iron and hot briquetted iron plant with the capacity
to process a combined 1.8m tonnes per year. LISCO draws raw
materials from lime and dolomite quarries located east of Misrata.
Misrata is also the location for many manufacturing, import and
distribution businesses, particularly food industries. The local
portfolio in this segment includes outfits such as Al-Jaied Company
for Food Industries, which is the exclusive agent for many global
food brands and products. Al Naseem For Food Industries, for its
part, is a leading producer and distributor of milk and dairy products
from its base in MFZ. Companies such as these provide a local
bedrock of expertise, particularly in doing business internationally.
While Libyan-owned, they complement international giants such as
Toyota, which has set up its country headquarters in MFZ.
Another benefit of the free zone is that the surrounding area,
including the city of Misrata, is safe. The city has a number of
modern hospitals, including the 700-bed Misrata Medical Centre.
The facility recently opened a new wing and played an important
role in the city’s fight against Covid-19. The Misrata International Fair
exhibition space, for its part, provides a platform for MFZ and its
businesses to reach a wider market. In March 2022 the site hosted
the annual Libya Industries Fair, which saw participants from Tunisia
and Greece, as well as local players such as LISCO.
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Location
Situated on the Mediterranean coast, MFZ
represents a unique convergence of sea, land and
air corridors – lending it some key geographic and
strategic advantages. This is especially important for
investors looking to expand into markets throughout
Africa, the Middle East and Europe.
On land, MFZ is on the main lateral highway along
the North African coast, linking Egypt to the east
with Tunisia, Algeria and Morocco to the west. It is
also a three-hour drive from Tripoli, 5.5 hours from
the Tunisian border and an 8.5-hour drive from
Benghazi. The resumption of the aforementioned
railway construction from the Tunisian to the
Egyptian borders along the coast – stalled since
2011 – would add to the zone’s land connectivity.
MFZ also lies at the head of a southbound road
leading to Taminhent Free Zone, Libya’s southern
cities and the border with Algeria at Ghat. This
southern route holds the promise of a future
connection to the landlocked countries of Niger
and Chad, and beyond them, the rest of Central and
West Africa. Such a development could provide an
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important opportunity for future direct overland
access between the Mediterranean and European
regions, and fast-emerging sub-Saharan Africa.
By air, Misrata International Airport is a 2.5-hour
flight from Cairo and Istanbul, and 1.3 hours from
Tunis – all established routes. By sea, MFZ’s port lies
south of the main Mediterranean shipping lane, from
the Suez Canal to the Strait of Gibraltar. Opposite
Italy and with easy access to the Adriatic and
Tyrrhenian seas, MFZ is well placed for transit trade,
feeding key Central and Eastern European ports
– such as Koper in Slovenia – and Western hubs
in Italy, France and Spain such as Naples, Trieste,
Genoa, Civitavecchia, Marseille and Tarragona.

Slovenia
Croatia
Bosnia
Montenegro
Albania
Italy

France

Sea link
Air link
Spain

Turkey

Tunisia

Morocco

Syria
Lebanon
Israel

Misrata
Algeria

Indeed, MFZ is well placed to become a critical
centre for future reconstruction and development
of the Libyan economy. After a period of conflict,
Libya has a unique opportunity to build back better,
leveraging its extensive oil and gas revenue to
embark on a major series of projects to restore and
improve infrastructure, establish new value-added
industries and modernise old ones.

Cyprus

Libya

Egypt

Niger
Chad

Map source: S&P Global
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Gateway to Africa
The African Continental Free Trade Area (AfCFTA)
links 54 of the 55 members of the African Union

While much of the promise of MFZ concerns its physical
location in the Mediterranean and North African regions,
recent developments on the African continent are key to
assessing the zone’s competitive advantages.

Libya signed the agreement in March 2018

One such advantage is the African Continental Free Trade
Area (AfCFTA), which is expected to bolster intra-African
trade – a trend that would expand MFZ’s prominence on
the continent. The AfCFTA was founded in 2018, and trade
under the agreement commenced on January 1, 2021. It
includes 54 of the 55 African Union countries, and created
a bloc with a combined population of 1.3bn and a GDP of
$3.4trn. This makes the AfCFTA the world’s largest free
trade area, underscoring the potential for both MFZ and
Libya to reach new and emerging markets.

The AfCFTA aims to boost intra-African trade by
providing a comprehensive trade platform for
member states
It created a market with a population of 1.3bn
and a GDP of $3.4trn
Trading under the agreement commenced on
January 1, 2021
As of April 2022, 41 of the signatories had
ratified the agreement
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The AfCFTA aims to create a single market across the
continent and a Customs union for intra-African trade.
Once fully implemented, it will remove tariff barriers
between member states and create a common framework
of trade regulations and standards. The World Bank
estimates that if the agreement is fully implemented, intracontinental exports could rise by as much as 81% by 2035,
while non-Africa exports could increase by roughly 19%.

Libya is a signatory to the AfCFTA agreement, and while as
of April 2022 the country had yet to ratify the agreement,
it is a keen supporter of the landmark trading alliance. The
country has historically enjoyed strong links with subSaharan countries, and its citizens have developed many
business, political and personal connections over the years.
Africa’s free zones are likely to be some of the major
beneficiaries of the boost in intra-African trade under
the AfCFTA. As MFZ is a member of the 42-state Africa
Economic Zones Organisation, it stands to benefit from the
redoubled economic interconnectedness.
However, there remains room for improvement in terms of
regulations and the physical infrastructure connecting the
Mediterranean coast with other markets on the continent.
Such links will likely be key in the years to come. According
to global consultancy EY, Africa is set for a demographic
dividend, supported by its median age of 18 in 2020 –
a figure 14 years younger than any other continent. At
the same time, investment in Africa has shifted away
from extractive industries towards services, retail and
communications – areas upon which MFZ can capitalise. In
doing so, MFZ would act as a gateway to Africa.

Infographic source: AU; World Bank; Tralac
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