Libya 2026: High Hopes, Hard Knocks—
Investing in a Land of Oil, Opportunity, and
Uncertainty
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A promising opportunity

Libya's investment landscape in 2026 promises attractive returns amid a recovering economy
driven by oil and diversified sectors. Yet, political fragility, security issues, and regulatory
complexities require investors to adopt cautious, informed approaches. Utilizing robust entry
structures such as Law No 9 entities or trusted joint ventures, combined with vigilant risk
management, can allow investors to tap into Libya’s growth potential while minimizing
exposure (IMF, 2025, p. 16; World Bank, 2025, p. 10; Fitch Solutions, 2025, p. 12; Libyan
Investment Authority, 2025, p. 8).

Libya in 2025 presents a compelling but complex opportunity for investors, marked by
significant economic potential, substantial risks, and legal frameworks that require careful
navigation. Drawing from authoritative sources such as the International Monetary Fund (IMF),
the World Bank, and specialized investment guides, this article outlines Libya’s investment

landscape, key risks, and optimal entry structures to minimize exposure.

Libya’s Investment Outlook

According to the International Monetary Fund’s 2025 Article IV Consultation, Libya’s economy
showed a slowdown in 2024, with real GDP growth dropping to about 2% due to contraction in
the hydrocarbon sector, but a strong rebound to double-digit growth is expected in 2025 fueled
by expanded oil production. The non-hydrocarbon sector is also forecast to grow robustly at 5-
6%, supported by continuing government expenditure. Despite this, the fiscal balance is
expected to remain in deficit, and Libya remains vulnerable to oil price volatility and political

risks (IMF, 2025, p. 12).

The World Bank’s Libya Economic Monitor echoes this outlook, projecting GDP growth around
12.3% in 2025 driven by a 17.4% increase in oil production. It highlights growing opportunities

in infrastructure, renewable energy, agriculture, tourism, and telecom, boosted by government
incentives and reforms aimed at diversifying the economy and enticing private investment

(World Bank, 2025, p. 9).
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Risk Assessment for 2026

Despite the upside potential, Libya’s investment environment carries high risks primarily due to
political instability and security concerns. The country remains divided between competing
governments with unresolved governance issues, creating a fragile political landscape prone to
conflict that may disrupt oil production and economic reforms (IMF, 2025, pp. 14-15; Fitch
Solutions, 2025, p. 4).

Security threats from militias and armed groups persist, impacting infrastructure safety and
heightening the risk of asset loss or operational interruptions. Economically, Libya’s heavy
reliance on hydrocarbons exposes it to global price fluctuations, while fiscal deficits and

institutional weaknesses challenge macroeconomic stability (Fitch Solutions, 2025, pp. 6-8).

Legal and regulatory uncertainties amplify these risks due to inconsistent enforcement and
evolving frameworks, emphasizing the importance of strong legal protections and local

partnerships for investors (Doing Business in Libya, 2025, p. 22).

Entry Structures to Minimize Exposure
Investors can reduce legal and financial exposure through specific entry vehicles:

e Law No 9 (2010) Enterprises: Establishing wholly foreign-owned companies under this
law offers legal protection and incentives, provided licensing is obtained from the
Privatization and Investment Board. This status provides a clearer regulatory environment

and tax benefits (Libyan Investment Authority, 2025, p. 7).

¢ Joint Ventures and Local Subsidiaries: Forming partnerships with local entities
mitigates risks related to foreign ownership caps and leverages local knowledge. Detailed
contracts with international arbitration clauses protect investors in disputes (Libyan FDI

Guides, 2025, p. 15).

e Branch Offices and Special Purpose Vehicles (SPVs): Branch offices serve specific

projects but expose parent firms to liabilities. SPVs and project finance structures ring-
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fence assets, commonly used in infrastructure and large-scale ventures to isolate risks

(Doing Business in Libya, 2025, pp. 30-31).

Mitigation strategies also include securing full licenses, engaging experienced local counsel,

including political risk insurance, and pacing investment stages prudently.
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A proposal for investors using the article facts targeting the Libya
as a destination.

Libya presents significant and growing opportunities for investors, backed by robust
economic projections, a favorable legal environment, and urgent needs for
reconstruction across sectors. The latest international assessments forecast Libya to
lead Arab countries in economic growth in 2025, with a projected GDP expansion of up
to 17.3% according to the IMF, and a supportive government eager to accelerate private

investment and diversify the economy.MiE

Why Invest in Libya in 2026

e Libyais projected to achieve the highest economic growth in the Arab world in
2025, driven by stable oil production, ongoing reconstruction plans, and efforts to

enhance sector diversification.™

e Foreign exchange reserves remain healthy at $82 billion, and public debt is

relatively low due to strong export revenues.™!

e Government-backed reforms and the Investment Law provide legal guarantees,
including tax deductions, exemptions, and the ability for foreigners to own land and

hold majority stakes in several key sectors.P!!
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Key Sectoral Opportunities

Sector Investment Drivers

Oil & Gas Vast proven reserves, new exploration opportunities, and

favorable terms for foreign companiesel7,

Infrastructure High demand for airport, port, road, and housing development,

with public-private partnerships encouraged!,

Renewable Abundant solar and wind resources, government efforts to reduce
Energy reliance on fossil fuels, and demand for clean energy“IEle],
Agri-business Fertile land, favorable climate, incentives for food processing and

value-added crops, and export potential®l.

Tourism Unique archaeological sites, pristine Mediterranean coastline,

and a government focus on tourism infrastructure!®.

Telecom/IT Maijority foreign ownership allowed, rising demand for telecom

services, and rapid sector modernization®.

Supportive Environment for Investors

e Foreign investors enjoy simplified licensing and import procedures, with the official

investment bureau facilitating market entry.?

e Ongoing legal and regulatory reforms are minimizing obstacles, while international

businesses (especially from Europe) are already thriving across various sectors.?!

e The demand forinternational products, services, and expertise is rising, supported

by a growing consumer class and significant reconstruction needs.!?®]

Economic and Political Outlook
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Libya's economic revival is underpinned by stable hydrocarbon revenues and
ambitious government plans to invest in new sectors, supported by ongoing fiscal

reforms.2t1

While risks from political divisions and institutional weaknesses persist,
international organizations forecast continued growth, especially as further reforms

take hold.ME!

The next decade is expected to see upwards of $200 billion in investment
opportunities, making Libya one of Africa’s most attractive business

destinations.l2l8]

Conclusion

Libya is poised for sustained economic growth and broad diversification in the coming

years, offering unparalleled opportunities for investors ready to contribute expertise and

capital. Supported by favorable legislative reforms, rich natural resources, and

fundamental needs for development, engagement now positions investors at the

forefront of Libya’s economic resurgence. Ml
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Which entry structures minimize legal and financial exposure for

investors

The entry structures that best minimize legal and financial exposure for foreign investors

in Libya are those providing strong legal protections, clear regulatory frameworks, and

limiting direct risk. The most common and effective structures include investment via

Law No 9 (2010) enterprises, establishing local subsidiaries, branch offices, or carefully-

constructed joint ventures—with particular emphasis on securing Investment Board

approval and working with trusted local partners.["22!

100% Foreign-Owned Enterprises under Law No 9 (2010)

Law No 9 on Investment Promotion allows foreign investors to establish wholly-
owned investment entities in most non-oil sectors, securing substantial incentives

such as tax exemptions, profit repatriation, and property rights.t

Projects must obtain an investment license from the Privatisation and Investment
Board, which acts as the sole legal authority—this structure minimizes legal

uncertainty and protects against arbitrary changes.!?®!

Proper approval confers robust legal standing, helping to avoid exposure to

disputes arising from informal arrangements.?

Local Subsidiary/JV with Libyan Partners

Partnering through a local limited liability company or joint venture is advisable in

sectors subject to foreign ownership caps or where local knowledge and networks

are vital HIBIE]

Current legislation often caps foreign ownership at 49% for joint ventures (with
exceptions in banking and certain services), so risk-sharing and clear contractual

provisions are critical.®#

Page 9 of 11



e Jointventures should have detailed shareholder agreements and dispute-

resolution clauses specifying international arbitration venues.

Branch Office

e Setting up a branch office is permitted for foreign companies with an established
presence abroad, but this carries some risk as branch liabilities may be linked to

the parent company’s assets.ME

e Thisroute is best for project-specific work or time-limited contracts.

Contractual/Project Finance Structures

e Special Purpose Vehicles (SPVs) and project-based finance constructs limit direct
exposure to political or commercial risk, particularly for infrastructure or capital-

intensive projects.

e These structures help ring-fence assets and are preferred in public-private

partnership models or large construction/concession projects.

Key Risk Mitigation Steps

e Always obtain all necessary licenses and approvals, ideally under Law No 9, and

employ trusted local counsel experienced in cross-border transactions.®
e |nsist oninternational arbitration and dispute-resolution provisions in contracts.

e Use localinsurance and political risk insurance to further mitigate unforeseen

developments.

e Start with pilot or phased investments before full deployment.

Choosing the right entry structure and legal vehicle, combined with comprehensive due
diligence and regulatory compliance, is crucial to minimizing both legal and financial

exposure for foreign investors in the evolving Libyan market. 2B
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