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The Monthly Economic Review is newly published by MAP Unit, highlighting the 

most recent economic updates. It aims to monitor the main developments in the re-

al sector, fiscal sector, monetary sector, and external sector.  In addition, the 

Monthly Economic Review would help to track the economic response and recov-

ery in light of the COVID-19 crisis, considering challenges and future prospects as 

well.  

 

 

Executive summary  
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•This section of the report plays a vital role when screening the macroeconomic and primarily the real 

sector activity, because it relies on presenting 

data related to proxies for the supply side of 

the economy. It can be considered as a for-

ward looking section for the GDP data which 

should cover the period July-September 2020. 

most of the selected proxies give information 

for months September and October 2020. The 

variables are concerned with four main sec-

tors: Suez Canal, Extractions, Construction 

and Transportation. 

 

Economic Activity - 

Suez Canal 
 

• Indicators of  Suez reveal a relative rebound in 

the number of ships in October following the 

improvement witnessed in September 2020 to 

reach 1620 ships . 

• In the meantime, the Suez Canal receipts ex-

hibit a slight  downward trend over the last 

three years which appear to be exaggerated in 

2020. This happens as a result of the Global 

Pandemic and its adverse impact on both the 

international trade and transportation move-

ments. It recorded USD 490.2 million in October 

2020.  

 

 

 

I. Real Sector: Economic Activity – Suez Canal  

Source: Suez Canal Authority 

Source: Central Bank of Egypt. 
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• As for the Extractions sector proxied by the total production of oil, it can be also no-

ticed that it is sloping downwards 

implying lower economic activity 

in that sector, especially during 

2020. the total production record-

ed about 2.6 million tons in Au-

gust 2020, which has further dete-

riorated in September to record 

2.4 million tons. 

• Such a development can be con-

sidered as a forward looking 

measure and suggests that extrac-

tions sector will experience a slowing down when 

it comes to the GDP sectoral data for the upcom-

ing quarter covering the period July-sept 2020. 

Economic Activity – Tourism 
• Coming to the tourism sector, It can be grasped 

that number of tourists started to show some re-

bound by Q3 2020. This came after it plunged to a 

record trough to only 596 in April before it re-

bounded to 223 thousands in August 2020.  

•Such a development can be considered as a for-

ward looking measure as well and suggests that 

tourism sector will experience a pickup, supported 

by an upward sloping trend line when it comes to 

the GDP sectoral data for the upcoming quarter 

covering the period July-sept 2020.  

• The same talk can be also applied on the touristic 

nights, which in itself is affected by the number of 

tourists. It also plunged in April registering a his-

torical trough of 471 thousand before rebounding 

to about 2.0 million nights. 

•As such, the touristic indicators refer to the fact 

that the sector is improving and getting back to the 

normal rates-albeit sluggish– but the sector is on 

track to better perform over the next couple of 

quarters.  

Economic Activity – Extractions  

Source: CAPMAS 

Source: Ministry of Petroleum and Mineral Resources  

4 



 

5Monthly Economic Review -  Macroeconomics Analysis & Policy unit (MAP)                                                                                      5555 

•On another note, domestic production of ce-

ment shows a different pattern from steel pro-

duction. It reached a record trough in May, 

then it started to show strong rebound ap-

proaching the historical pattern. 

Economic Activity – Construction 

•Coming to the Construction sector, it has been 

proxied by the steel production of steel, which has 

witnessed also a deteriorated  pattern during 

2020, reaching 583 thousand tons in September 

2020, and lowered further in October to reach 

467.8 thousand tons. 

•Such a dynamic could suggest a slower econom-

ic activity as well in the construction sector.  That 

implies that we expect that such sector will wit-

ness a slowing down when GDP sectoral data will 

be announced for the upcoming quarter covering 

the period July-sept 2020. 
Source: Ministry of Supply and Home Trade.  
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•For the transportation sector, both indicators used 

reflect the same message which is the presence of a 

significant rebound in number of passengers and the 

weighs of goods which are transported by the railways 

after it has witnessed a record low in May 2020 to 

reach 8.9 million passengers and 331 thousand tons.  

••Afterwards, these proxies show some upward 

sloping pattern, which suggests that transportation 

sector will be among the leading sectors which 

would pick up the real GDP growth rate during 

the upcoming quarter.  

Economic Activity – Transportation 

Economic Activity – Purchasing Managers  

Index (PMI)  
•IHS Markit Egypt Purchasing Managers’ Index (PMI) 

posted 51.4 in October, compared to 50.4 in September, re-

cording a second consecutive monthly improvement. 

•According to the latest PMI survey data, the Egyptian non-

oil private sector economy grew at the strongest rate since 

the end of 2014 during October. 

•It noted that growth in both output and new orders 

strengthened, leading to a renewed rise in input purchases. 

Nevertheless, job numbers fell for the 12th month in a row 

as sentiment dipped to the weakest since May. 

•In particular, weakness continues to lie on the employment side, as jobs decreased more quickly despite higher output 

and difficulties with completing unfinished businesses.  

•Firms noted that they are still struggling to raise the necessary funds to hire new staff, while also indicating weaker op-

timism as COVID-19 cases rise in nearby Europe. 

The drop-in workforces came amid a worsening of business confidence in October, as sentiment regarding the next 12 

months of activity fell to the weakest since May. In particular, firms raised concerns of a second wave of COVID-19 

cases in Europe that could translate into higher cases in Egypt and hamper the economic recovery.  

1 1 
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•The FY2020/21 budget is dedicated to achieving sustainable, inclusive growth  while  fostering  hu-

man  development  and  implementing  wide-ranging structural reforms.  

•It is also characterized by an unprecedented set of measures and a stimulus package of EGP 100 bil-

lion, considered the largest in the history of Egypt for exceeding in size and measures the package im-

plemented for the global economic crisis in 2008.  

•This stimulus package aims at supporting citizens and sectors negatively affected by COVID-19 cri-

sis. Further, it includes many incentives for productive industries and projects. All in consideration of 

the valuable partnership the Government has with the private sector and the accent the Government 

puts on protecting people’s lives. 

 

New Budget FY2020/21  

 

 

 

II. Fiscal Sector:  
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A rise in total expenditures by 8.8% in 

FY2020/21, due to the increase in:  

 

  FY 2019/20 FY2020/21 

Cash Deficit -440.1 -424.2 

Overall Deficit -445.1 -432.1 

Cash Deficit (% of GDP) -7.1 -6.2 

Overall Deficit (% of GDP) -7.2 -6.3 
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•Increase spending allocations for health, and education, and human development. 

•Increase non-sovereign tax receipts by 0.5 percent of GDP 

•Increase spending allocations for investments, maintenance, export subsidies, and infrastructure 

•Widening tax base, improving tax collection, and enhancing tax automation 

•Allocate EGP 3.5 billion to extend natural gas pipe lines to around 1.2 million beneficiaries 

•Allocate EGP 5.7 billion to finance social housing 

•Increased efficiency of the state administrative apparatus to cope with economic and technological 

developments 

•Achieve efficient pricing of goods, and services 

•Improve and rationalize public spending. Reprioritize spending allocation from current to capital and 

productive expenditure 

•Expanding the application of program-based budgeting for enhanced performance and better exploita-

tion of the country’s resources 

 

 

EGP 63 bn out of the EGP 100 bn are allocated to: 

 

 

Fiscal Sector: Reform Measures include:  

EGP 63 bn 
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•Urban headline inflation (Y-o-Y) inched up slightly to 

4.5% in October, compared to 3.7% in the previous 

month, and 3.4% in August. The pick-up continues for two 

months in a row; driven by moderate monthly develop-

ments ranging between 0.3 and 1.8 percent. Moreover, 

core inflation (Y-o-Y) upticks to 3.9% in October, up from 

3.3% a month earlier. This came on the back of higher 

monthly rate of 1.7% in October, compared to 0.1% a 

month earlier. 

 

 

 As obvious, food and beverages group 

showed a slight deceleration during Octo-

ber compared to the previous three 

months. This can explain partially the 

pick-up in headline inflation. It recorde –

0.65 % in October compared to –4.1% 

and –2.7% in August and September, re-

spectively.  

 

 

 

 

 

 

 

 

• During October 2020, the decomposed 

series shows that the main source which 

fuels inflation during this month is mainly 

attributed to cyclical effects, standing at 

0.8 percentage points. This came on the 

back of recent rebound in the daily mobil-

ity in grocery and pharmacy places, 

III. Monetary Sector: Inflation 
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•we updated our forecasts slightly upwards, in light of the released statistics and we still see that urban 

headline inflation will be maintained during FY2020/21 at a single digit, it will be well below the his-

torical average (excluding the overshooting inflation period took place during 2016 and 2017), for all 

scenarios. For headline inflation, the forecasted figures are on average ranging between 4.3% and 

7.2% for FY2020/21. Further, according to the pessimistic scenario forecasts, inflation will pick up -

though below the historical average- to hover around 7.6% - 9.3%. The single digit inflation is driven 

primarily from the macro-economic dynamics concerning expectations of lower GDP growth accom-

panied by higher unemployment rate. This is expected to be partially offset by having positive money 

gaps during the period under investigation. As such, our forecasts show that short-term inflation will 

be hovering around the target set by the CBE which is 9% (+/-3%) suggesting that the CBE will be 

able to meet its target by 4Q 2020 and beyond.  

 

Headline Forecasts 

 Pessimistic Optimistic Baseline_ARIMA Average All Scenarios 

Q1 2020/21 3.76 3.76 3.76 3.76 

Q2 2020/21 7.58 6.35 3.04 5.66 

Q3 2020/21 8.12 7.61 4.24 6.66 

Q4 2020/21 9.32 9.56 6.11 8.33 

Avg. FY 7.20 6.82 4.29  

Core Forecasts 

Q1 2020/21 1.62 1.62 1.62 1.62  

Q2 2020/21 4.43 2.15 -0.20 2.12 

Q3 2020/21 5.44 3.92 1.50 3.62 

Q4 2020/21 7.35 6.62 4.12 6.03 

Avg. FY 4.71 3.57 1.76   
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•When shifting to core inflation forecasts, recent dynamics indicate that it will be kept well below its 

historical average of 8.8% for some time. Evidently, we found that it will show a slight pick-up by Q4 

FY2020/21, to reach a maximum of 7.4%; nevertheless, it will be fluctuating around a single digit for 

all scenarios likewise. Business as usual scenario shows that if economic conditions are ceteris-

paribus, core inflation will be maintained at a record low of 1.8% on average during FY2020/21.  

•Worth noting, the baseline scenario is well below the period average for both headline and core infla-

tion, which is consistent with the current situation of diminished demand (internal trigger) and the rel-

ative stability in the FOREX market (external trigger). In addition to the expectations of having a sec-

ond wave for the pandemic, which itself contributes negatively to inflation and causes deflating effect 

specifically on core inflation -as presented earlier in the report. These dynamics have favorable impact 

on demand-driven inflation, due to contained demand, pass-through effects and random (irregular 

causes). We still emphasize that future dynamics in inflation will partially depend on how the econo-

my will perform on the real activity front along with the dynamics in both inflation rate and FOREX 

market during the next couple of quarters. 
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•Retail and Recreation Mobility: 

· This variable reflects mobility trends for places like 

restaurants, cafes, shopping centers, theme parks, muse-

ums, libraries and movie theatres. 

· Recent trends show that although it is rebounding, yet 

it is still in the negative territory for a prolonged time 

when compared to the mobility in grocery and pharma-

cy. This can be backed by the fact that the latter can be 

considered more of a necessity that the retail activities. 

The latter will need some time to rebound totally after 

the pandemic vanishes. 

· It registered an average of -17% in October, com-

pared to an average of only 19.4% and 16.5% during 

August and September, respectively. 

•Domestic Liquidity (M2) and the induced 

money gaps: 

·The induced money gap indicates that the pandemic 

has an nonnegligible impact on the supply and demand 

of money, which appeared vividly during the first three 

quarters of 2020. 

In detail, the money gap was negative during the fiscal 

year 2018/19 and during the first half of 2019/20, before 

the economy was hit by COVID-19. 

Theoretically, positive gap reflects the presence of inflationary pressures in the short-run, which started 

to appear during 2020, this means that demand exceeds supply of goods. 

 

•Grocery and Pharmacy Mobility: 

· this variable reflects mobility trends for places like grocery, 

markets, food warehouses, farmers markets specialty food 

shops, drug stores and pharmacies. 

· the numbers shown on the figure represents the percentage 

change from the baseline. Recent trends show some rebound 

in the daily mobility in those places, wherein it registered an 

average of 39.6% in October, compared to an average of only 

26.7% during a month earlier. This came after it was in the 

negative territory during the first five months of 2020, affect-

ed primarily from the precautionary measures taken by both 

Consumption indicators: 

Source: MAP’s Estimations and Central Bank of Egypt. 
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 Egypt’s current account deficit increased to USD 11.17 bn during FY 2019/20 up from USD 8.5 bn a 

year earlier. This can be attributed to the deterioration in the services account primarily the Tourism reve-

nues which plunged to USD 9.9 bn down from USD 12.6 bn during FY 2018/19. this came despite the 

improvement in the trade balance deficit which witnessed a decline to USD 36.5 bn during the FY 

2019/20 down from USD 38.0 bn during the FY 2018/19. This was driven by the deceleration in the pe-

troleum imports to USD 8.9 bn down from USD 11.5 b, backed by the new energy discoveries. 

 In the meantime, the current account deficit was partially financed by USD 5.4 bn from the financial and 

capital inflows  -albeit lower than the FY2018/19 which recorded USD 8.8 bn. The good news is that FDI 

registered an increase to USD 7.4 bn during the FY 2019/20, up from USD 6.2 bn during the FY 

2018/19.  

IV. External Sector: Balance of Payments  

USD mn July/March 2018/19 July/March 2019/20 
 Trade Balance -38034 -36465 
  Export proceeds 28495 26376 
   Petroleum exports 11557 8479.9 
   Other exports 16938 17896 
  Import payments -66529 -62841 
   Petroleum imports -11549 -8901 
   Other imports -54981 -53940 
 Services Balance 13036.5 8972.5 
 Receipts 24423.6 21288.9 
   Transportation 8600.3 7881.1 
    Of which:  Suez Canal dues 5730.7 5805.7 
   Travel ( tourism revenues ) 12570.6 9859.4 
   Government receipts 718.8 758.5 
   Others 2533.9 2789.9 
 Payments 11387.1 12316.4 
   Transportation 1792.4 2050.1 
   Travel 2902.9 3213 
   Government expenditures 692.4 975.8 
   Others 5999.4 6077.5 
Investment Income Balance -8653.2 -11354 
   Receipts 1014.1 942.1 
   Payments 9667.3 12296 
    Of which:  Interest paid 2574.1 2947.7 
Current Transfers 25113.6 27679.9 
 Private (net), 24763.1 27461.8 
Of  which: Remittances of Egyptians working abroad 25150.8 27758 
 Official  (net) 350.5 218.1 
Balance of Current Account -8537.5 -11166.7 
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 The impact of the current crisis has triggered portfolio outflows globally, which were particularly felt in 

emerging markets. Egypt's Capital & financial account of the balance of payments was clearly affected, 

witnessing a huge deterioration to register an outflow of USD 7.3 bn during the FY 2019/20 down from 

an inflow of USD 4.2 bn during FY 2018/19. 

 •As such, the overall balance closed at a deficit of USD 8.6 bn during the FY 2019/20, attributed mainly 

to a retreated current account balance. 

IV. External Sector: Balance of Payments  

USD mn July/March 2018/19 July/March 2019/20 
 Capital & Financial Account 8839.0 5374.6 
Capital Account -129.2 -248.5 
Financial Account 8968.2 5623.1 
  Direct investment abroad -374.0 -351.2 
  Direct investment in Egypt (net) 6218.4 7453.0 
  Portfolio investment abroad -96.4 -818.1 
  Portfolio investment in Egypt (Net) 4230.1 -7307.3 
Of which:   Bonds 5094.2 4594.9 
  Other Investments (Net) -1009.9 6646.7 
    Net Borrowing 6253.4 4137.8 
      Medium- and Long-Term Loans 3333.7 7216.8 
      Disbursements 5525.2 9253.1 
      Repayments -2191.5 -2036.3 
    Medium- and Long-Term Suppliers' Credit 828.8 -644.9 
      Disbursements 1160.8 34.3 
      Repayments -332.0 -679.2 
   S .T. Suppliers’ Credit (Net) 2090.9 -2434.1 
    Other Assets -8881.6 303.4 
       CBE -23.4 -231.7 
       Banks -1764.7 4306.4 
       Others -7093.5 -3771.3 
   Other Liabilities 1618.3 2205.5 
       CBE 1537.8 -141.0 
       Banks 80.5 2346.5 
  Net Errors & Omissions -404.0 -2795.1 
  Overall Balance -102.5 -8587.2 
   
Change in CBE Reserve Assets (Increase -) 102.5 8587.2 
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IV. External Sector: Balance of Payments  
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•The Central Bank of Egypt (CBE) revealed that Egypt’s 

net international reserves rose by about $795m during 

October 2020 to $39.22bn, compared to $38.425bn in 

September 2020. 

•The country’s net international reserves recorded un-

precedented historical levels during 2019, reaching 

$45.419bn at the end of the year, compared to $42.61bn 

in January 2019. However, in 2020, they declined during 

March, April, and May, as the economic repercussions of 

the novel coronavirus (COVID-19) pandemic hit, before 

rising again over June, July, August, September and Oc-

tober. 

\ 

 

Net International Reserves: 

39.2 

Exchange Rate: 

 

•The exchange rate of the Egyptian Pound shows 
some resilience in front of the greenback dur-
ing 2019 and beyond. Such performance con-
tinues despite the presence of the Global Pan-
demic. Such dynamics was reflected in The net 
international reserves as shown above.  
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V. Challenges and Prospects  

 In light of the recent macro developments, we see some resilience of The Egyptian 

economy in dealing with the global COVID-19 crisis; The situation in Egypt is rela-

tively contained, till date. In general, the economy relatively started to show some re-

bound to pre-crisis levels of activity and demand, albeit well below the historical av-

erages.  

 

 

 The disruptions caused by the COVID-19 pandemic started in Egypt in March 2020, 

and has since interrupted a period of macroeconomic stability, characterized by rela-

tively high growth, improved fiscal accounts, and a comfortable level of foreign re-

serves. The pandemic hit as longstanding challenges continued to persist, notably the 

government’s elevated debt-to-GDP ratio (despite its significant reduction in recent 

years), sluggish revenue-mobilization, and a budget structure unfavorable to the na-

ture of the crisis, with limited allocation scheduled for key sectors such as health and 

education, limited job-creation in the formal sector, and the below-potential perfor-

mance of non-oil merchandise exports and non-oil FDI. 

 

 

• Economic activity slowed with social distancing measures and the temporary suspen-

sion of air traffic. The Purchasing Managers’ Index (PMI) declined to 38.3 during the 

period April to June 2020, its lowest level on record, indicating a large contraction in 

non-oil private sector activity, although it recorded 51.4 in October, but investors still 

show worsened business confidence. The number of employed individuals declined 

by 2.7 million during the same period, pushing unemployment to 9.6% from 7.7% the 
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V. Challenges and Prospects  

 

 

 

 

 

 

•Among the good prospects, the government allocated an emergency re-

sponse package worth LE100 billion (1.7% of GDP) to augment 

health expenditure, scale-up social protection, and provide financial 

relief for individuals and businesses. Key measures included a one-off 

monetary grant to irregular workers and the expansion of existing cash 

transfer programs. Forbearance measures were introduced in the form 

of delayed tax filing and loan repayments, in addition to subsidized 

credit for targeted sectors.  

•The Central Bank of Egypt slashed policy rates by a cumulative 400 

basis-points since March 2020 to ease liquidity. Inflation has been 

declining since end-2019 and has remained rather contained, regis-

tering an average of 5.7% in the fiscal year 2020, reflecting subdued 

demand and the general decline of global commodity prices, includ-

ing oil. 

•Growth, expected to have remained positive, declined from 5.6% in 

FY2019/20 to 2.5% in FY2020/21. Under a scenario that the pan-

demic will persist through early-2021, growth is projected to de-

cline further to 2.3% in fiscal year 2021 before rebounding in fiscal 

year 2022. Private consumption in the near-term is expected to re-

main constrained; household incomes are affected by a combination 

of the economic downturn, increased joblessness, and salary cuts.  
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