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MONTHLY ECONOMIC REVIEW

The Monthly Economic Review is produced by MAP Unit. It highlights the most
critical economic updates and aims at tracking the main developments in the real,
fiscal, monetary and external sectors. In addition, the Monthly Economic Review
helps to monitor the economic response and recovery in light of COVID-19 crisis,
considering different challenges and future prospects as well.

OCTOBER'S HIGHLIGHT
The monthly dynamics for the period January-September 2022, indicates that core
inflation has been on the upward trajectory since last April, to record 1.6% in September,
up from 0.9% a month earlier, and a monthly record high of 3.1% during March. Both
implied inflation (inflation expectations) along with the cyclical factors (positive real
money gaps) have contributed positively to monthly core inflation. Also, the pass-through
effect remerged in September with 0.22 percentage points.
Retreatment in the per capita real household consumption during FY 2021/22, despite the
fact that Real GDP has jumped to 6.6% up from 3.3% a year earlier. Knowing that the
domestic saving has jumped by 37% during FY 2021/22, implying that market agents have
a saving sentiments rather than consumption backed by the market concerns about the
economic outlook.
Egypt's Balance of Payments registered an overall deficit of USD 10.5 bn during
FY2021/22 compared to an overall surplus of about USD 1.9 bn a year earlier. This was
driven by the retreatment in the financial and capital account by about 49.5% between the
2 periods, this came despite the decline in the current account deficit by 10.2%. The
current account deficit slightly shrunk to stand at USD 16.6 bn during FY 2021/22
compared with a deficit of USD 18.4 bn during FY 2020/21.
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INFLATION DYNAMICS:
HEADLINE AND CORE
Urban headline inflation (Y-o-Y) increased in
September to 15.0% up from 14.6% a month earlier.
The monthly dynamics has been also slightly
accelerated by 1.6% in September compared to 1.1%
during the corresponding month of 2021. Meanwhile,
core inflation continues on the upward trend surging to
18.0% in September compared to 16.7% a month
earlier. This has been accompanied by an accelerated
monthly rate of 1.6% in September up from 0.4% in
September 2021.
The monthly dynamics for the period JanuarySeptember 2022, indicates that core inflation has been
on the upward trajectory since last April, to record
1.6% in September, up from 0.9% a month earlier, and
a monthly record high of 3.1% during March. Both
implied inflation (inflation expectations) along with the
cyclical factors (positive real money gaps) have
contributed positively to monthly core inflation. Also,
the pass-through effect remerged in September with
0.22 percentage points.

Source: CAPMAS and CBE.
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Source: MAP's Estimates, MPED.
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INFLATION AND GROWTH
DYNAMICS

Higher cyclical factors were mirrored by
the real GDP output gap, wherein, the
latter witnessed a positive rate during
FY2021/22 after two consecutive years of
recession attributed to the repercussions of
the Global Pandemic. The positive output
gap is a reflection to the tight business
conditions, which in our view is the
shortage of supply of goods and services
relative to the demand, fueled by the global
disruptions in the supply chains and
unfavorable conditions for the private nonoil sector as it can be grasped from the
PMI August and September figures.

Source: MAP's Estimates, MPED.
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Source: IHS Markit.
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INFLATION AND GROWTH
DYNAMICS

One consequence for this situation is
the retreatment in the per capita real
household consumption during the FY
2021/22, despite the 6.6% jump in
Real GDP, up from 3.3% a year
earlier. Knowing that the domestic
saving has jumped by 37% during FY
2021/22.

Source: MAP's Estimates, MPED.
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Source: MAP's Estimates, MPED.
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EXTERNAL SECTOR:
BALANCE OF PAYMENTS
Egypt's Balance of Payments
registered an overall deficit of
USD 10.5 bn during the fiscal
year 2021/22 compared to an
overall surplus of about USD
1.9 bn a year earlier. This was
driven by the retreatment in the
financial and capital account by
about 49.5% between the 2
periods, this came despite the
decline in the current account
deficit by 10.2%. The current
account deficit slightly shrunk
to stand at USD 16.6 bn during
FY 2021/22 compared with a
deficit of USD 18.4 bn during
FY 2020/21.
The
sources
of
recent
development were primarily
from the Capital and Financial
Account
which
witnessed
significant
deterioration
compared to the previous fiscal
year to register USD 11.8
billion, compared to USD 23.4
bn during FY2020/21. On the
contrary,
Current
Account
deficit has decreased during the
period under investigation, this
was attributed to:

i) rebound in services account by
118% registering USD 11.2 bn,
compared to USD 5.1 bn a year
ago. This came mainly from
improved government receipts and
tourism revenues.
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Source: CBE.

Source: CBE.
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EXTERNAL SECTOR:
BALANCE OF PAYMENTS

ii) higher transfers by 1.8% registering USD 31.4 bn,
compared to USD 30.9 bn a year earlier. and tourism
revenues.
This has been partially offset by the deterioration
witnessed in: Net investment income balance which
recorded a higher deficit of USD 15.8 bn, compared to
USD 12.4 bn during FY 2019/2020. Additionally, trade
deficit slightly widened by 3.2% to record USD 43.4 bn
during 2021/22.
Moreover, capital and financial accounts have retreated
significantly from the previous year, wherein there was
significant net capital outflows in the portfolio investment
accounted for USD 21.0 bn in FY2021/22 compared to an
inflow of USD 18.7 bn during FY 2020/21, This
withdrawal of investment reflected investors’ concerns
over the Russian-Ukraine conflict, as well as the
contractionary monetary policies adopted by the Federal
Reserve leading to outflows of hot money from emerging
markets. In the meantime, this was partially offset by the
significant rebound in net other investment balance to
register USD 24.4 bn during FY 2021/22, up from USD
700 Mn during FY2020/21. In addition to the improved net
FDI in Egypt which rose by 71.4% to USD 8.9 bn during
FY 2021/22, up from USD 5.2 bn during FY2020/21.
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EXTERNAL SECTOR:
BALANCE OF PAYMENTS
BOP performance has spillovers on Net International
Reserves (NIR). The modest performance in the balance of
payment during FY2021/22 has resulted in an overall
deficit of USD 10.5 bn, which has been mirrored on lower
NIR during the period July 2021 – June 2022 to be pulled
down to USD 33.4 bn from USD 40.6 bn in July 2021.
Moreover, the deterioration in the net foreign assets at the
banking sector continue since last February to record a
deficit of EGP 370 bn in June 2022, down from a surplus
of EGP 248 bn during July 2021.
As a spillover from these dynamics, a continuous pressure
on the domestic currency vis-à-vis the greenback since last
March, to account for a total devaluation in EGP by a total
of 18.5% during the period March-June 2022.

Source: CBE.
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Source: CBE.
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