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MONTHLY ECONOMIC REVIEW
The Monthly Economic Review is produced by MAP Unit. It highlights the most
critical economic updates. It 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
In FY2020/2021, the real GDP growth at market prices reached 3.3% compared to
3.6% in FY 2019/2020, while the real GDP growth at factor cost registered about
2% compared to 2.5% during FY2019/20
As for the monetary performance during FY2020/21, it is approximately stable
compared to the previous year, however, domestic liquidity increased by 20.0% at
the end of March 2021 compared to the corresponding period of the previous year.
The average annual urban headline inflation rate fell to 5.1% in June 2021 down
from 5.6% in June 2020, recording a decline of 0.5%. This is because of anchored
inflation expectations and less volatile exchange rate market. Meanwhile, core
inflation rate inched up to 3.7% in June 2021 compared to 0.9% a year earlier. This
was due to the hike in the international food and oil prices that started to appear in
response to the supply-chain disruptions of the COVID-19 pandemic.
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SUMMARY
2.0%

REAL SECTOR
REAL GDP GROWTH RATE (AT FACTOR
COST)
Real GDP growth rate (at factor cost) registered
2.0% during FY 2020/21 compared to 2.5% a year
earlier.

REAL GDP GROWTH RATE (AT MARKET
PRICE)

3.3%%

In FY2020/2021, the real GDP growth (at market prices)
reached 3.3% compared to 3.6% in FY 2019/2020.

MONETARY SECTOR
DOMESTIC LIQUIDITY

20%

Domestic liquidity at the end of Q3 of FY2020/21
has increased compared to the corresponding period
of the FY2019/20 by approximately 20.0%. Money
supply and quasi-money inched up by approximately
15.2% and 21.5%, respectively.

INFLATION
Urban headline inflation rate fell to 5.1% in June 2021 down
from 5.6% in June 2020, recording a decline of about 0.5%.
Meanwhile, core inflation rate inched up to 3.7% in June 2021
compared to 0.9% a year earlier.
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REAL SECTOR:
GDP REAL GROWTH
During the FY2020/21, real GDP growth rate at factor
cost registered 2.0%, compared to 2.5% a year earlier.
This growth emerged from the following sectors:
wholesale and retail, communications, transportation,
construction, and agriculture. On the contrary, both
manufacturing, and hotels & restaurants contributed
negatively to the GDP growth rate and cause its
retreatment
during
FY2020/21
compared
to
FY2019/20.
This is linked to the PMI performance during
FY2020/21, in which the PMI was below the 50
threshold most of the time, except for the period of
September-November, wherein the index exceeded the
50 band.

Source: Ministry of Planning and Economic Development.
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Source: IHS Markit.
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REAL SECTOR:
FY 2020/21 GDP GROWTH
AND COMPONENTS

From the demand-side, although real GDP decelerated
slightly to 3.3% during FY 2020/21, compared to 3.6% a
year earlier. Egypt’s real GDP growth rate is among the
emerging economies that have reasonable and rebounding
GDP growth rate. Household consumption is in the front
seats in terms of growth rates, growing by 7.1% during FY
2020/21, compared to 7.3% a year earlier. Both export and
capital formation witnessed negative growth rate during the
same year.
It has been observed that the main contributor for the GDP
growth was the household consumption with a share of
5.9% compared to the same rate in FY 2019/20.
Nonetheless, both exports and capital formation contributed
negatively during FY 2020/21, registering about -1.9% and
-1.0%, respectively. Despite this negative contribution,
both exports and capital formation revealed a significant
rebound from the previous year.

Source: Ministry of Planning and Economic Development.
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REAL SECTOR:
FY 2020/21 GDP GROWTH
AND COMPONENTS
Imports contribution inched up in FY 2020/21,
reaching 0.1% against -4.8% during FY 2019/20. And
the government consumption’s contribution showed an
approximately similar share in both periods. It can be
concluded that the private consumption contributes the
most in this year growth. As such, the sources of
growth are inflationary as the share of private
consumption remains relatively higher compared to the
shares of the gross capital formation and net exports,
which doesn’t necessarily reflect an improvement in
the household’s purchasing power because GDP real
growth rate is still below the historical levels.

Source: Ministry of Planning and Economic Development.
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PRODUCTION FUNCTION & INPUTS
PRODUCTIVITY

Empirical evidence indicates that during recent years,
productivity of labor is on the upward trajectory.
Meanwhile, productivity of capital shows stagnant
pattern, implying that the productivity of technology
is fixed over time. However, total factor productivity
(TFP) shows some rebound to the pre-pandemic
levels.
This raises the question of how skilled are the labor
that are employed during recent years, as productivity
of capital depends essentially on quality of labor. This
can be explained by the fact that the number of
employed labor has increased dramatically since 2016,
and the productivity is increasing substantially during
recent years, implying that quality of labor is also
improving, and this is reflected on both quantity and
quality of the productivity.

Source: MAP’s Estimates, MPED.
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PRODUCTION FUNCTION & INPUTS
PRODUCTIVITY
One interesting observation is that starting from Q3
2016/17, TFP has inched up to unprecedented levels,
wherein growth rate of TFP registered a 15-years peak
of 4.3% during Q3 2018/19. Knowing that TFP is the
portion of growth that is not generated either from
labor or capital, rather, it is a product of better
technology, coherent policies, and human capital.
Since after, TFP has plunged to the negative territory
during the months of the Global Pandemic, afterwards
it started to show a clear rebound during the period
March-June 2021, although it is still hovering in
negative territory.
These recent developments in the TFP growth rate are
the results of less misallocation of resources in the
economy and better government institutions, as part of
the recent reform program adopted starting November
2016, in the framework of the 3-year Extended Fund
Facility by the IMF, along with the National Structural
Reform Program (NSRP).

2021 | OCTOBER

MAP-MONTHLY ECONOMIC REVIEW 8

MONETARY SECTOR
Domestic liquidity at the end of Q3 of FY2020/21 has
increased when compared to the corresponding period of the
FY2019/20 by approximately 20.0%. Similarly, money supply
and quasi-money inched up by approximately 15.2% and
21.5%, respectively.
In Q3 2020/21, the total deposits increased with
approximately 24.6% compared to the same period a year
earlier. This rise was driven by the increase in both the
governmental
and
non-governmental
deposits
by
approximately 45.1% and 20.9% respectively between the end
of Q3 2020/21 and Q3 2019/20.
Interest rates remains unchanged as presented in the figure
below. This was reflected in the monetary policy committee
decisions in the last six consecutive meetings, where the
interest rates were fixed` at their levels without any
modifications, in the framework of an accommodative policy.
Deposit rate was at 8.25%, whereas lending rate was set at
9.25% and the discount rate was at 8.75%.

Source: Central Bank of Egypt.
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Source: Central Bank of Egypt.
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RECENT DEVELOPMENTS:
HEADLINE AND CORE INFLATION
Urban headline inflation rate fell to 5.1% in June 2021 down
from 5.6% in June 2020, recording a decline of about 0.5%.
This is due to anchored inflation expectations and less
volatile exchange rate market. Meanwhile, core inflation rate
inched up to 3.7% in June 2021 compared to 0.9% a year
earlier, because of the hike in the international food and oil
prices that started to appear in response to the supply-chain
disruptions caused by COVID-19 pandemic.
Regrading the headline inflation, forecasted figures are on
average ranging between 6.1% and 8.6% for FY2021/22.
Moreover, it is expected to inch up during Q2 FY 2021/22 to
range between 5.4% and 8.4% due to first: the increase in the
fuel prices and second: the round effects, in addition to a
higher international food prices. Since then, headline will be
managed to hover around 6%-7% to be within the target set by
the CBE which is 7% (+/-2%) to be met by Q4 2022.
However, the medium-term picture will be diversified if the
international hikes of food and oil prices are taken into
consideration. Headline inflation is expected to reach a
double digit of 14.9% by December 2021, that would persist
between 11.0% to 13.0% by December 2022.

Source: CAPMAS and CBE.

2021 | OCTOBER

Source: CAPMAS and CBE.
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SUMMARY AND FUTURE
PROSPECTS

In the FY 2020/2021, Egypt showed relatively a positive economic
trends. These results indicate the effectiveness of the recent
economic reform program that started in 2016 and followed by the
second phase related to the NSRP, although some indicators in the
external sector have retreated, this might need some time for the
positive spillovers of the reform program to materialize, in addition
to adequate and tailored measures to overcome these challenges.
Egypt is among the emerging economies that have reasonable and
rebounding GDP growth rate during 2021. According to the
production function analysis, empirical evidence indicates that
during recent years, productivity of labor is on the upward
trajectory.
On the Monetary Policy front, domestic liquidity at the end of Q3 of
FY2020/21 has increased when compared to the corresponding
period of the FY2019/20 by approximately 20.0%.

LOOKING AHEAD, THE EGYPTIAN ECONOMY REMAINS COMPETITIVE AND
SUPPORTED BY WELL-SEQUENCED AND COORDINATED STRUCTURAL
REFORMS DESPITE THE REMAINING RISKS OF GLOBAL COVID-19
UNCERTAINTY. FISCAL AND MONETARY POLICIES WILL CONTINUE TO
SUPPORT THE RECOVERY WHILE
PRESERVING MACROECONOMIC
STABILITY. STRUCTURAL REFORMS WILL
ADDRESS POST-PANDEMIC
CHALLENGES, STRENGTHEN BUFFERS, MEET THE FINANCING NEEDS AND
BOOST THE REAL SECTOR, CREATING MORE RESILIENT AND DIVERSIFIED
ECONOMY.
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