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

cent economic updates. It aims to monitor the main developments in the real sector, fiscal 

sector, monetary sector, and external sector.  In addition, the Monthly Economic Review 

would help to track the economic response and recovery in light of the COVID-19 crisis, 

considering challenges and future prospects as well.  

 

 

Real Sector 

 Supply Side Indicators: 

 Suez Canal Sector 

 Extractions Sector 

 Construction Sector 

 Tourism Sector 

 Transportation Sector 

 

 GDP Sectoral and GDP Forecasts—Gap anlaysis 

 

 Purchasing Managers Index (PMI) 

 

Fiscal Sector 

 New Budget FY2020/21 

 Reform Measures 

 

Monetary Sector 

 Developments in Headline and Core inflation 

 

External Sector 

 Developments in Balance of Payments 
 Exchange Rate 
 Net International Reserves (NIR) 
 
Challenges and Prospects 

 

May 2021 



 

May 2021 

 

 A decrease in the Suez Canal Revenues by 7.3% in March 2021.  

 An increase of 23% in the Tourism Sector in Q2 of FY 2020/21 compared 

to Q1.  

 A rebound in the Real GDP growth rate (at factor cost) by 1.5% during 

Q3 of FY2020/21. 

 A rise in the GDP at market price  to 2.9% during Q3 FY2010/21.  

 A decline in the Urban headline inflation (Y-o-Y) to 4.1% in April.  

 A  slight rise in Egypt's net international reserves by $ 6 million, to reach $ 

40.343 billion at the end of April . 

 The Egyptian Pound averaged EGP 15.6 per USD in April 2021  
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Real GDP growth rate (at factor cost) rebounded to 1.5% 

during Q3 of FY2020/21, up from 0.4% during a quarter 

earlier.  Also, GDP at market price inched up to 2.9% dur-

ing Q3 FY2010/21, up from 2.0% during a quarter earlier.  

1.5% 

IHS Markit Egypt Purchasing 

Managers’ Index (PMI) post-

ed 47.7 in April slightly down 

from 48.0 in March.  

Revenues of Suez Canal decreased by 

7.3% in March 2021. The daily reve-

nues of the Suez Canal are between 12 

to 14 million dollars, and have already 

been affected by the "Ever Given" ship 

stranded in the canal.  

Tourism receipts slightly rebounded 

to USD 801 million during Q1 of FY 

2020/21 and to USD 986.9 million 

during Q2 of FY 2020/21 what repre-

sents an increase of 23%.  

+23% 

May 2021 4 

-7.3% 

47.7 

2.9% 
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Urban headline inflation (Y-o-Y) declined to 

4.1% in April 2021, compared to 4.5% during 

March 2021.  

4.1% 

40.3 

Egypt's net international reserves 

slightly rose by $ 6 million, to 

reach $ 40.343 billion at the end of 

April 2021, compared to about $ 

40,337 billion at the end of March 

2021. 

2 

FY 2021-2022 budget targets overall deficit 

May 2021 5 

15.6 

The Egyptian Pound averaged 

EGP 15.6 per USD in April 2021  
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 The daily revenues of the Suez Canal are between 12 to 14 million dollars, and have already been affected 

by the "Ever Given" ship stranding in the canal. The revenues of the Suez Canal during the past year 

amounted to 5.6 billion dollars. 

 Number of ships showed that January’s figures of 1586 ships which came well above the historical average 

of 2019 amounting to 1572, this came before it inched up to 1814 ships in April. Moreover, annual receipts 

closed at USD 439.4 million in March, compared to 492.5 million during January.  

 Meanwhile, ships tonnage showed a slight decline during Q2 of the FY2020/21, to record 277 million tons 

compared to 281 million tons a quarter earlier, registering 1.4%.  

 

I. Real Sector: Economic Activity 

Source: Suez Canal Authority Source: Central Bank of Egypt. Source: Suez Canal Authority. 

This section of the report plays a vital role when screening the macroeconomic and primarily the real sector activi-

ty, because it relies on presenting data related to proxies for the supply side of the economy. It can be considered 

as a forward looking section for the GDP data which should cover the period Jan - March 2021. Most of the se-

lected proxies give information for months January and February 2021. The variables are concerned with four 

main sectors: Suez Canal, Extractions, Construction and Transportation. 

Economic Activity - Suez Canal 

-1.4% 
Decline in tonnage  

Q2 FY2020/21 

1814 
ships  

 April 2021 

May 2021 
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Economic Activity – Tourism 

 Tourism sector is among the economic sectors which was severely hit by the 

Global Pandemic. According to the Central Bank figures, Balance of Payments 

has shown that tourism receipts slightly rebounded to USD 801 million during 

Q1 of FY 2020/21 and to USD 986.9 million during Q2 of FY 2020/21. This 

came after it has plunged to only USD 305 million during Q4 of the fiscal year 

2019/20, compared to USD 3.2 billion a year earlier.  

 Nevertheless, the adversely affected international trade and travel movements 

especially during Q1 2020 and its manifestation in Q2 2020, resulted in a mod-

est performance of the tourism sector which is still below its normal levels.  

Source: Central Bank of Egypt. 

+23% 
Increase comparing 

to 

Q1 FY 2020/21 

$ 987 
Million  

Q2 FY 2020/21 

• Recent indicators reflect slight retreatment in the number of passengers and the goods tonnage which are 

transported by the railways after it has witnessed a low record in May 2020, since then it took the upward pat-

tern for seven months in a row. The number of passengers declined to reach 21.1 million passengers by the 

end of February 2021. Moreover, goods tonnage eased to 433 thousand tons by the end of February 2021, af-

ter it recorded 466 thousand Tons by the end of January 2021. The downward sloping pattern suggests that 

transportation sector will be among the retreated sectors during Q3 of FY 2020/21.  

 

Economic Activity – Transportation 

Source: National Authority for Railways.  Source: National Authority for Railways.  

May 2021 
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Economic Activity – Construction 

 

 Coming to the Construction sector, it has been proxied by the production of steel, which started to witness an 

improvement during December 2020  with a peak of 793 thousand tons up from 467.8 and 440 thousand tons 

in October and November, respectively. Moreover, it registered 560.7 thousand tons in April 2021, down 

from 777.6 thousand tons a month earlier with a deceleration rate of 28%.  

 Such an upward trend suggests a better economic activity during Q2 FY 2020/21. Latest data of GDP indicat-

ed that construction growth rate has declined to reach 2.6% during Q1 FY 2020/21, down from 8.1% in the 

corresponding quarter of FY 2019/20. 

 Cement production indicated a clear pickup during Q2 of the FY2020/21, to register 11.8 million tons. As 

such, it is now restoring its historical levels of an average of 11.7 million tons. 

 

Source: Ministry of Supply and Home Trade.  Source: Cement Industry Division.  

- 28% 
Decline in steel 

production 

April 2021 

+7.0% 
Construction  

growth  rate  

Q3 FY 2020/21 

11.8 
Million ton of  

Cement production  

Q2 FY 2020/21 

May 2021 



 

9 

Economic Activity – Purchasing Managers Index  

(PMI)  

 IHS Markit Egypt Purchasing Managers’ Index (PMI) posted 47.7 in April down from 48.0 a month earli-

er. The figure marked the fifth reading below 50 indicating an overall worsening of operating conditions 

compared to the previous month.  

 The drop in the PMI was driven by the sharpest fall in output since June 2020 amid falling demand.  

 On a positive note, there was a renewed increase in new export orders as external client demand picked up. 

Meanwhile, firms were still confident of a rise in output over the coming 12 months, although the level of 

sentiment dropped notably from March.  

47.7 
Points  

April 2021 

May 2021 
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 GDP at market price inched up to 2.9% during Q3 of the FY2020/21, up from 2.0% a 

quarter earlier. 

 Overall GDP (at factor cost) operates below its potential level during Q3 of the FY 

2020/21, although  it is rebounding from a record trough witnessed in the previous quar-

ter. It registered a growth rate (y-o-y) of 1.5% during Q2 of FY 2020/21, compared to a 

potential level of 1.8%. 

 Despite that rebound, real GDP growth rate is still below its historical levels, it hovered 

around 5% to 5.5% during the quarters just before the Pandemic has hit the economy.  

 The economic sectors are classified into sectors operating below the potential level and 

fuel the deteriorated GDP, while other countries offset that effect by operating above the 

potential level and considered as the sources of growth recently.  

I. Real Sector: GDP * 

Source: MAP’s Estimates, Ministry of Planning and Economic Development.  

May 2021 
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* Gap analysis was applied on GDP at factor cost to analyze the GDP from the supply-side and to exclude the effect of 

the indirect taxes.  

2.9% 
GDP growth MP 
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 Latest data for sectoral GDP revealed that the four leading sectors (Tourism, manufactur-

ing and extractions and the Suez Canal) which witnessed huge diminishing rates during 

Q1 of FY2020-21, started to improve – albeit at a slow pace- during the second and third 

quarters of FY 2020-21.  

 According to a gap analysis, potential GDP was calculated for each sector to categorize 

which sectors are operating below the potential level and thus cause the diminishing effect 

on overall GDP and which sectors are operating above its potential level and fuel econom-

ic growth. 

 Such analysis revealed that four sectors are lagging behind which are manufacturing, tour-

ism, Suez Canal and communications. These sectors are considered in a recession and 

they are severely hit by the repercussions of the Global Pandemic.  

Source: MAP’s Estimates, Ministry of Planning and Economic Development.  

May 2021 
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 In the meantime, four sectors are operating above their potential levels which are extrac-

tions, construction, electricity and real state. 

 These four activities are considered the sources of growth during the second and third 

quarters of FY 2020/21. 

 As such, these sectors have an offsetting effect of the retreated performance of the other 

four sectors which diminish the overall GDP. Nonetheless, there exists some sectors 

which witnessed a downward sloping potential GDP such as electricity and construction.    

Source: MAP’s Estimates, Ministry of Planning and Economic Development.  

May 2021 
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Source: MAP’s Estimates, Ministry of Planning and Economic Development.  

May 2021 

 

I. Real Sector: Forecasted GDP (at Market Price) 

II. Real Sector: Forecasted GDP (at Factor Cost) 

Source: MAP’s Estimates, Ministry of Planning and Economic Development.  
Source: MAP’s Estimates, Ministry of Planning and Economic Development.  

 Forecasted GDP (at market price) is obtained from a multiple regression analysis and from a 

Vector Error Correction Model (VECM). 

 The figures just came in line with those of the IMF and the World Bank, which estimated the 

GDP for FY 2020/21 at 2.8% and 5.2% for FY 2021/22. 

 The Egyptian authorities expect that amid the NSRP, the economy will be able to achieve a 

growth ranging between 6-7% over the medium-term, given that the pandemic repercussions 

are to be contained.    



 

 

•The FY2020/21 budget is dedicated to achieving sustainable and inclusive growth while  fostering  human  develop-

ment and  implementing  wide-ranging structural reforms.  

•It is also characterized by an unprecedented set of measures and a stimulus package of EGP 100 billion, considered 

the largest in the history of Egypt for exceeding in size and measures the package implemented for the global eco-

nomic crisis in 2008.  

•This stimulus package aims at supporting citizens and sectors negatively affected by COVID-19 crisis. 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 put on protecting people’s lives. 

 

 

 

II. Fiscal Sector: New Budget FY2020/21  

14 

Source: Ministry of Finance.  

May 2021 



 

A rise in total expenditures by 8.8% in 

FY2020/21, due to the increase in:  

 

  FY 2019/20 FY2020/21 

Cash Deficit (EGP bn) -440.1 -424.2 

Overall Deficit (EGP bn) -445.1 -432.1 

Cash Deficit (% of GDP) -7.1 -6.2 

Overall Deficit (% of GDP) -7.2 -6.3 

Primary Surplus (% of 
GDP) 

1.8 2.0 

15 May 2021 



 

•Increase spending allocations for health, and education, and human development. 

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

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

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

•Achieving efficient pricing of goods, and services 

•Improving 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 exploitation 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 

16 May 2021 
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Fiscal Sector: 

May 2021 



 

III. Monetary Sector: Inflation 
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4.1% 
Headline inflation 

3.3% 
Core inflation 

March 2021 Y-o-Y 

May 2021 

Current inflation rate is below the lower inner bound of the CBE’s inflation target. It is now 

hovering around 4.5% which is below 7%±2%. 

This might not be necessarily a good economic sign, rather this might suggest that the economy 

is in a real recession.  

Nonetheless, decomposed core inflation revealed over the last couple of months that inflation 

expectations are totally anchored which implies that CBE is on the right track in containing in-

flationary upside risks of COVID-19.   

In the meantime, the decomposed series shows that the cyclical factors emerged from the busi-

ness cycle dynamics are broadly subdued. 

Also, the stable FOREX market has contributed to muted pass-through effect. As such, funda-

mentally speaking, inflation rate has no room to increase above the 5.0% unless the private de-

mand is to be flourished to pre-pandemic levels and business conditions are to be boosted for 

the private sector.      

Urban headline inflation (Y-o-Y) declined 

to record 4.1% in April, compared to 4.5% 

in March. The deceleration is driven pri-

marily from favorable base effect from 

previous year. This came despite the 

monthly developments accounted for 0.9% 

in April 2021, compared to 0.6% in the 

previous month. The same talk applies to 

core inflation which witnessed a decline in 

(Y-o-Y) rate to 3.3% in April compared to 

3.7% in March. This came although m-o-m 

rate has increased from 0.5% in March, to 

0.7% in April.  



 

III. Monetary Sector: Inflation 
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4.1% 
Headline inflation 

March 2021 Y-o-Y 

May 2021 

 The implemented forecasts present two scenarios, in addition to the baseline scenario which is calculated 

using univariate ARIMA model specification. Both optimistic and pessimistic scenarios are induced from 

a macro-model estimation (refer to the technical annex), wherein the estimation period spans from 1Q 

2004/05 through 1Q 2020/21.   

 We still expect that urban headline inflation will be maintained during FY2020/21 at a single digit, sup-

ported by anchored cyclical factors that related to the modest contribution of the business cycle. For 

headline inflation, we updated our forecasts downwards; as such the forecasted figures are on average 

ranging between 6.9% and 7.5% for FY2020/21.  

 As such, our forecasts show that short-term inflation will be hovering -on the lower edge- around the tar-

get set by the CBE which is 7% (+/-2%) suggesting that the CBE will be able to meet its target.  

 When shifting to core inflation forecasts, recent dynamics indicate that it will be kept well below its his-

torical 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% as per the baseline scenario; nevertheless, it will be fluctuating 

around a single digit for all scenarios likewise. Business as usual scenario shows that if economic condi-

tions are ceteris-paribus, core inflation will be maintained at a record low of 5.4% on average during 

FY2020/21.  

 Moreover, our forecasts for core inflation just came in line with actual figures for Q3 of FY2020/21, reg-

istering 3.9% as per the optimistic scenario, vis-à-vis 3.5% actual figure. On the contrary, our forecasts 

for headline inflation came on the upper side recording actually 4.56%, compared to our in-house projec-

tions of 7.61% during Q3 of FY2020/21.  

 

 Headline Forecasts 

 Baseline Pessimistic Optimistic Average All Scenarios 

Q1 2020/21         

Q2 2020/21   

Q3 2020/21 4.56 

Q4 2020/21 10.40 9.32 9.56 9.76 

        

Core Forecasts 

Q1 2020/21         

Q2 2020/21   

Q3 2020/21 3.53 

Q4 2020/21 7.14 7.35 6.62 7.04 

         



 

 The recent development in most of the macroeconomic variables indicated that they are trying to rebound to 

pre-crisis levels and moving in the direction of improvement. In the meantime, latest data release for the Bal-

ance of Payment (BOP) sends positive signals about its performance during the first quarter of FY20/21. The 

overall BOP registered a surplus of USD 1.47 billion, compared to a deficit of USD 8.99 billion in the preced-

ing half (Jan/June 2020).  

 The sources of recent development emerged primarily from the Capital and Financial Account which wit-

nessed tremendous improvement compared to the previous half to register USD 9.1 billion, compared to USD 

140.5 million during H2 of the FY2019/20. On the contrary, Current Account deficit has widened during the 

half under investigation, registering USD 7.6 billion, compared to USD 6.6 billion during a half earlier. This 

was attributed to:  

 i) The deteriorated trade balance deficit accounting for USD 19.2 billion, compared to USD 17.8 billion 

during the previous half. 

 ii) Retreated services accounts registering USD 1.9 billion, compared to USD 2.7 billion a half earlier. 

This came mainly from deteriorated receipts from the tourism and the Suez Canal. 

 iii) This was partially offset by the improved transfers balance which recorded USD 15.1 billion, com-

pared to USD 14.0 billion during H2 of FY2019/20. 

 Moreover, capital and financial accounts have improved significantly from the previous half, wherein Foreign 

Direct Investments (FDI) have increased slightly to USD 3.4 billion up from USD 2.5 billion during H2 of the 

FY2019/20. Additionally, there was a significant net capital inflow in the portfolio investment accounted for 

USD 10.2 billion supported by 6.7 billion materialized during Q1 of FY 2020/21. 

 

 

IV. External Sector: Balance of Payments  

20 May 2021 



 

Net International Reserves: 

21 May 2021 

•The Central Bank of Egypt (CBE) revealed that Egypt’s net international reserves slightly increased in March 2021 to 

USD 40.34 bn up from USD 40.20 bn during February 2020. •Since May 2020, NIR started to increase steadily coincid-

ing with the stability witnessed in the FOREX market. 

•As per the gap-analysis, it can be observed that NIR is currently ranging around the USD 40 bn territory, which is well 

above the 3-years average of USD 35.9 bn. This date is chosen particularly to mirror the favorable economic implica-

tions of the economic reform program which has been launched in November 2016.  

•Accordingly, the country’s net foreign assets at the banking sector started to rebound steadily recording EGP 275 bil-

lion during January 2021, after it has plunged to EGP 41 billion in April 2020 following a deteriorated NIRs which have 

dropped to only USD 36.0 billion in May 2020.  

Exchange Rate: 
 The exchange rate of the Egyptian Pound remains resilient 

in front of the greenback during 2020 and expected to 

broadly maintain its momentum beyond this year. Dynam-

ics in nominal exchange rate doesn’t give the full econom-

ic picture about the equilibrium level, although it is im-

portant to see how much it deviates from the real effective 

exchange rate (REER) to have an insight about the infla-

tion differentials. 

 Current REER is overvalued and deviates from the equi-

librium level by 12.5%, since the current level is estimat-

ed at 89.7, while the 20-years long-term average is esti-

mated at 79.7. this implies that the current exchange rate 

level doesn’t reflect the underlying economic fundamen-

tals. 



 

22 May 2021 

• External debt balance has jumped to a total of USD 79 bn in FY 2016/17 up from USD 55.7 bn a 

year earlier. This has caused the Debt to GDP ratio to inch up to 99% in FY 2016/17 up from 59% 

in the previous year. This continues on building up till it reached a ratio of 129% in FY 2019/20. 

This can be attributed to the following:  

 The expansion in the issuance of bonds by a rate of 157%. 

 Growing short-term debts by 75%, 

 Increase in the extended loans from international and regional institutions by 54%. 

  

Also, debt service to exports ratio revealed that it increased last four years, it almost doubled from 

34% during the FY 2016/17 to 60% during FY 2019/20. Worth to note, that most of the increase 

emerged from the repaid principals which has jumped from 28% to 46% in FY 2019/20.  

External Debt Analysis: 

 Debt/GDP Debt service/Exports Principal/Exports 

2016-17 99% 34% 28% 

2017-18 131% 51% 43% 

2018-19 134% 29% 22% 

2019-20 129% 60% 46% 



 

V. Challenges and Prospects  

23 May 2021 

 Against the previous background, it can be grasped that the Egyptian econo-

my is on track, remains resilient and with a strong economic performance in 

facing the different waves of the Global Pandemic. 

 Despite the fact that the IMF staff team and the Egyptian authorities have 

reached a staff-level agreement on the second review of Egypt’s economic 

program supported by the IMF’s $5.2 billion Stand-by Arrangement, upon ap-

proval, an additional SDR 1.16 billion (about US$ 1.6 billion) will be made 

available to Egypt. Yet, the economy is still facing some challenges that need 

to be addressed adequately. 

 Among the challenges, GDP is still operating below its potential level implying 

that the economy is still in a mild recession conditions. According to the gap 

analysis, it has been found that four leading sectors are the main sources of 

this recession which are: manufacturing, tourism,  Suez Canal and communi-

cations. All the four sectors are operating below their potentials during Q3 of 

the FY 2020/21. Nonetheless, four sectors are operating above their potential 

levels which are extractions, construction, electricity and real state. These 

four activities are considered the sources of growth during the second and 

third quarters of FY 2020/21. In other words, these sectors have an offsetting 

effect of the retreated performance of the other four sectors which diminish 

the overall GDP.  

 Also, the IMF expects that GDP growth rate for Egypt will reach 2.8% in 

FY2020/21, rising to 5.2% in FY2021/22. Additionally, the Egyptian authori-

ties expect that amid the National Structural Reform Program (NSRP), the 

economy will be able to achieve a growth ranging between 6-7% over the me-

dium-term, given that the pandemic repercussions are to be contained. How-

ever, the IMF emphasized that there should be in the near term further define 

of specific policy measures that enhance the implementation of such objec-

tives of the NSRP specially to boost the private sector participation in a more 

competitive environment. 



 

V. Challenges and Prospects  

24 May 2021 

 On another note, one of the challenges that is still facing the economy is the 

sources of growth which is primarily household consumption which might be in-

flationary in the medium-term. As it has been stated in the IMF staff report first 

review that the growth impact of the COVID-19 crisis has so far been less severe 

than expected, as strong consumption helped offset weak tourism and investment. 

This has continued for the last 12 months with resilient consumption pattern be-

ing the main source of growth that mitigated the retreatment in both capital for-

mation and exports performance. 

 Moreover, Current Real Effective Exchange Rate (REER) is overvalued and de-

viates from the equilibrium level by 12.5%, since the current level is estimated at 

89.7, while the 20-years long-term average is estimated at 79.7. This implies that 

the current exchange rate level doesn’t reflect the underlying economic funda-

mentals. This has repercussions on the exports flows which have historically ad-

versely affected from exchange rate misalignments. Adding to that  tariffs and 

Non-Tariff Barriers (NTBs) that the Egyptian exporters are facing at particular 

markets. 

 Over the last 12-months period, monetary and fiscal policies were both on track 

and they kept on meeting the required conditions. CBE succeeded in anchoring 

inflation expectations while keeping inflation rate below the lower inner bound 

of the CBE’s target. Moreover, exchange rate has kept its relative stability and 

resilience in front of the greenback. This has resulted in continued and substan-

tial accumulation of the foreign reserves over the last 12-months. In addition, the 

stable -or less volatile- exchange rate has resulted in a muted pass-through ef-

fect, in which external pressures on inflation were totally subdued.  

 On the fiscal front, the policy tried to have a balance between achieving econom-

ic recovery and accomplishing the fiscal sustainability. Moreover, the govern-

ment is committed to return to achieve a budget surplus of 2% starting fiscal year 

2022/23. On another note, the fiscal policy seems to be achieving good steps in its 

debt management policy as can be grasped from a current consistent, normal 

convexity and upward-sloping yield curve.    


