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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. 

JULY'S HIGHLIGHT
Slight increase in the annual Headline Urban Inflation (Y-o-Y) and the monthly
core inflation to record 4.9%  in  June 2021, compared to 4.8% in May 2021 and 
 3.8%  (Y-o-Y) compared to 3.4%  in May respectively.
Decrease in the Yield Curve during July 2021 to record 1.59% points which is
slightly lower than that of June’s which registered 1.74% points. 
1.0% growth in the domestic liquidity (M2) during FY2020/21, although money
supply (M1) showed some resilience especially during H2 of the fiscal year
accounting for 4%  in March 2021.
A surplus of USD 1.79 billion,  compared to a deficit of USD 5.11 billion  in the 
 BoP during the corresponding period (July/March 2019/2020). 
New laws approved by the Egypt's parliament  imposing fees on irrigation
water usage  and protecting and developing lakes and fish wealth .  
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SUMMARY 
MONETARY SECTOR 

INFLATION
Annual headline urban inflation (Y-o-Y)
slightly increased to record 4.9%  in June
2021, from 4.8%  in May 2021. 
Monthly core inflation accelerated in June
2021 to record 3.8%  (Y-o-Y) compared to
3.4%  in May 2021. 

 

4.9% 

YIELD CURVE 
Recent yield curve (01st July 2021) has
registered  1.59% points which is
slightly lower than that of June’s which
registered 1.74% points  especially from
the long tail.
 

DOMESTIC LIQUIDITY 
Domestic liquidity (M2)  grew on average by
1.0%  during FY2020/21, although money
supply (M1)  showed some resilience
especially during H2 of the fiscal year
accounting for 4%  in March 2021. 
 

1.59%
Points 

M2: 1% 
M1: 4%

EXTERNAL SECTOR 

BALANCE OF PAYMENTS 
The overall BOP registered a surplus of USD
1.79 billion ,  compared to a deficit of USD
5.11 billion  during the corresponding period
(July/March 2019/2020)
 

Deficit
$ 5.11 

bn 

Surplus
$ 1.79 

bn 

ECONOMIC LEGISLATION 

- LAW IMPOSING FEES ON IRRIGATION WATER USAGE
 

- LAW PROTECTING AND DEVELOPING LAKES AND FISH
WEALTH

 
 

3.8% 
Core

 Inflation

Headline
 Inflation



Notably, Inflation is hovering around 4.9% which is still  below CBE’s inflation
target 7% (±2%). However, supply-side shocks such as the latest energy price
increase might push it upwards -albeit temporary- but it will have an impact on
headline inflation, and maybe on core inflation but at a longer term.
The implemented forecasts present two models, a Multiple Regression, and a Vector
Error Correction Model (VECM), wherein the estimation period spans from 3Q
2010/11 through 1Q 2020/21.  
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MONETARY
SECTOR:

INFLATION  

Annual headline urban inflation  (Y-o-Y) slightly increased by 0.2% to
reach 4.9% in June 2021 ,  from 4.8% a month earlier. Meanwhile, the
quarterly rate (Y-o-Y) decelerated to 4.8% during Q2 2021, compared to
5.4% during the same quarter of the previous year.
This slight increase was mainly driven by the higher annual
contribution of volatile food and services items and the unfavorable
base effect.  
Also, monthly core inflation accelerated in June to record 3.8%  (Y-o-
Y) compared to 3.4% in May. This came on the back of higher m-o-m
rate of 0.1% in June 2021, compared to negative 0.3% during the same
month of the previous year. 
Decomposed series shows that the main contributor to the core inflation
during Q2 2021 was attributed to  the seasonality and implications of
Eid Festivities. Meanwhile both inflation and cyclical factors
contributed modestly in implying that the higher inflation is not
fundamental, rather it is temporary far from the demand-side shock. 

4.9%
Headline
Inflation 

3.8%
Core

 Inflation 

HEADLINE INFLATION FORECAST 
It is expected that headline urban inflation will
be maintained during the upcoming fiscal year
at a single digit,  but at the upper bound of the
CBE’s target, supported by relative anchored
cyclical factors that related to the modest
contribution of the business cycle and anchored
inflation expectations. The forecasted figures
revealed that inflation would increase during Q1
of the FY 2021/22, since then it will take the
downward trajectory. It will be on average
ranging between 6.1% and 8.7%  during
FY2021/22. 

CORE INFLATION FORECAST 
Regarding forecasts of core inflation, the
recent dynamics indicates that it will be
kept below the 5.0% for some time,
taking into consideration that it will be
fluctuating around a single digit for all
forecasted models likewise. According to
the estimated results, core inflation will
be maintained at a low level within 2.9%
- 4.5%  on average during FY2021/22.

Source: MAP's Estimate, Ministry of Planning and Economic Development 



Worth to note that the yield curve signals over the last couple of months have materialized
correctly since  it  registered a constant increase in its curve with a spread exceeding 1. It has been
mirrored on the anticipation of the CBE to maintain its policy rates unchanged, which has been
done over the last couple of MPC meetings applying a strategy of “wait and see” since inflation is
anchored at a single digit since June 2019.
In a comparison between the global and emerging market economies, it  can be noticed that there is
a tendency to raise key policy rates at different central banks across the world in June 2021, to face
the accelerating inflation rates. The Board of Directors of the Central Bank of the Russian
Federation (CBR)  increased the key interest rate by 50 basis points to 5.50%. Similarly, at its 15–
16 June meeting. The Monetary Policy Committee (COPOM) of Brazil’s Central Bank delivered its
third consecutive increase when it unanimously decided to raise the benchmark SELIC interest rate
by 0.75 percentage points to 4.25% from 3.50%. Also, at its 24 June meeting, the Board of the
Czech National Bank (CNB) decided to raise the two-week repo rate to 0.50% from 0.25%, after
seven consecutive holds. On 24 June, the Governing Board of the Bank of Mexico (Banxico)
decided to have a reversal action by rising the target for the overnight interbank interest rate from
4.00% to 4.25%, in doing so it reversed the 25 basis-point rate cut delivered earlier in the year.
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MONETARY
SECTOR:

YIELD CURVE  

Egypt’s Yield Curve recent figures, regional and international
comparisons, revealed that July’s yield curve is  still  at normal
convexity in long-term vs short term maturities- except for yield on
treasury bills and one-year bonds maturity.
The slope of the yield curve, which can be detected from the magnitude
of spread, was calculated here as the difference between the 10-years
bond rate (long end) and the 3-month T-bills rate (short end). 
The following chart indicates that the most recent yield curve (01st July
2021) recorded 1.59% points which is slightly lower than that of June’s
which registered 1.74% points  especially from the long tail.  Such
dynamics indicate that fundamentally the market participants are
expecting a slowing down in the future inflation rates or maintaining the
same level, this will be accompanied by fixing the main policy rates.

Source:World Government Bonds, accessed on July 01st, 2021 



Domestic assets are on the upward trajectory during FY2020/21 backed by strong domestic credit throughout the
year. On the other hand, net foreign asset started to decline during the period March-May 2021 after it surged to
EGP 320 billion in February.
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MONETARY
SECTOR:

DOMESTIC
LIQUIDITY  

Domestic liquidity (M2)  grew on average by 1.0%  during FY2020/21,
although money supply (M1)  showed some resilience especially during H2
of the fiscal year accounting for 4%  in March 2021. This growth in the
domestic M2 is due to the time and saving deposits in local currency and
not in the deposits in the foreign currency. In other words, NO
Dollarization.

Source: Central Bank of Egypt. 



EXTERAL
SECTOR:

BALANCE OF
PAYMENTS  

Source: Central Bank of Egypt (CBE) 

Latest data released for the Balance of Payments (BOP) shows positive signals about its performance
during the first three quarters of FY20/21. The overall BOP registered a surplus of USD 1.79 billion ,
compared to a deficit of USD 5.11 billion  during the corresponding period (July/March 2019/2020). 

MAP-MONTHLY ECONOMIC REVIEW  6   2021 | JULY  

Twin Deficit identity started evolving in the second half of the FY2016/17. In which the current account
deficit (obtained from the balance of payments) coincided with the national resource gap (Savings–
Investments) as shown in the following charts.
Even so, the economic reform program launched in November 2016 and the well-coordinated proactive
economic policies taken  succeded to mitigate the negative economic impacts of the global COVID-19
crisis and helped  to keep better allocation of national resources (Savings-Investments) all over the
previous five years, showing sound fiscal conditions. As illustrated in the charts below, the investments
have kept an increasing trend with a modest trend in savings amid global COVID-19 crisis,
stimulating economic activities and boosting the external performance.
Building on the success of the economic reform policies and the proactive measures taken, the current
account deficit  remained broadly stable throughout FY 2019/2020 .  Noteworthy, the current account
balance (CAB) stood at USD 11.16 billion  which is equivalent to around EGP 180.75 billion .  While,
during the first half of FY 2020/21 the deficit stood at around USD 7.6 billion,  which is equivalent to EGP
120 billion. 
It is worth mentioning that the slight widening in the national resource gap during 2019/2020 was mainly
attributed to the non-governmental disposable savings, accompanied by modest economic growth impacted
by the global COVID-19 crisis.

Source: MAP’s estimates, MPED, Central Bank of Egypt and Ministry of Finance. 

Source: MAP’s estimates, MPED, Central Bank of Egypt and Ministry of Finance. 



1.     A New Law Imposing Fees on Irrigation Water Usage

Egypt's parliament approved a law imposing fees on irrigation water usage. 

The law aims at rationalizing the use of water from the Nile and main
water currents through introducing an effective system for managing
water resources, and addressing pollution and waste water at a time of
facing dwindling water resources and adverse climate change.

In terms of rationalizing the use of water resources and promoting the
transition to green economy, the law seeks to impose fees on the operation of
giant machines,  which pump huge quantities of water from the Nile to irrigate
wide-scale agricultural fields. Farmers who use these kinds of expensive
machinery represent just 1% or 2 % of Egypt's total number of farmers who are
mostly small-scale landowners who only use small and subsidized water
canals. 

On the other hand, members of parliament (MPs) approved to reduce the
payment from EGP 10,000 to EGP 1,250 every five years license for farmers
or EGP 250 per year, and that the reduction of the payment aims to relieve
farmers of financial burdens.  Additionally, MPs also approved cutting the
cost of drilling underground wells from EGP 10,000 to EGP 5,000 every five
years.

 

2. A New Law Protecting and Developing Lakes and Fish wealth

Egypt's parliament approved a new law protecting and developing lakes and
fish wealth .  

The law aims at regulating the setting up of fish farms and protecting lakes
and aquariums from pollution and land encroachment.  This would help to
draw up integrated plans for developing Egyptian lakes and water surfaces to
boost production and exports of fish and promote investments in fish farms. 

Noteworthy, Egypt’s annual production of fish  is estimated at 2.3 million
tonnes ,  and hence, fish represents 70 % of the food in Egypt .  As such, the
new law is critical to double the production of fish; boosting fish production to
help meet the growing demand that stemmed from the high growth rate of
population. 

Additionally, developing and regulating the 11 lakes in Egypt that constitutes
2500 kilometres of beaches would make Egypt ranked the first all over the
continent of Africa in terms of fish production.

It is worth mentioning that the new law bill will unify all legal measures
regulating use of lakes and fish farms into a single law states .  Also,   an
“Authority on the Protection and Development of Lakes and Fish Wealth” will
be set up to take charge of managing and preserving Egyptian lakes to double
their production of fish .  In addition, the authority will be responsible for
protecting Egyptian lakes and aquariums from pollution and land
encroachment, licensing fish farms and fish processing projects, as well as
regulating fishing operations and managing fishing ports.
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ECONOMIC
LEGISLATION 



Real GDP growth is projected at 2.8 %  in FY2020-21  and 5.2 %  in
FY2021-2022 ,  with modest recovery expected in all sectors except
tourism unless containment measures have been eased. This came
despite the World Bank has downgraded its forecasts for Egypt’s real
GDP to 4.5% for the FY 2021/22 backed by the retreated private
consumption and capital formation due to grappling with the Global
Pandemic repercussions. 
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SUMMARY AND FUTURE
PROSPECTS 

The inflation rates (Headline & Core Inflation) stand at a single
digit over the medium-term, aligning with the CBE’s inflation
targeting 7 % (+2%) .  This gives positive insights in limiting any
expected inflationary pressures.    However, inflation might pick up
slightly during the next couple of months  as a reaction to the
supply-side shock resulted from fuel price increase that took place
during this month. Nonetheless, the medium-term forecasts revealed
that inflation will be maintained within the CBE’s target, yet it will
be hovering around the upper bound.

Improved external sector performance represented in
accumulated BOP surplus of USD 1.8 billion  during the first
nine months of FY2020/21, had its favorable impact on the net
foreign reserves at banks during the previous 11 months.
 

SUMMARY  
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SUMMARY AND FUTURE
PROSPECTS 

The Egyptian government continues to consolidate efforts towards diminishing the
financing gaps, bolstering better allocation of national resources, maintaining higher GDP
growth rate and higher non-governmental disposable savings.  Among the significant
measures taken in this regard:

The  launch of the second phase of the National Structural Reforms Program (NSRP) in
April 2021,  targeting the reform of the real sector for the first time through implementing
radical and well-targeted reforms. This will help to maintain sustainable economic growth,
shedding light on expanding the relative weight of three leading sectors: Manufacturing,
Agriculture and Communication and Information Technology. This would result in scaling up
their contribution mainly to gross domestic product (GDP), balance of payment (BOP) and
employment.

Sound fiscal reforms implemented on the public expenditures and revenues  fronts resulted
in enhancing the management of public fiscal policy, re-prioritizing the public consumption to
increase productivity, employment and better use of resources. The reforms were reflected in
increasing consumption on health & education, improving public services provided to citizens,
increasing public investments directed to infrastructure development and digitalization and
green economy, which lead to rationalize public spending.  Noteworthy, continued efforts are
underway to diversify sources of revenues, widen the tax base, promote tax collection
electronically and boost spending on social safety nets.

Structural and legislatives measures  are taken to improve business environment and enhance
the role of the private Sector. These measures come in the context of the NSRP, which target a
comprehensive package of policies to create a supportive and enabling environment for
competition, to facilitate and develop the movement of trade and remove barriers, to upgrade
the logistics and transport sectors and enable private sector partnerships, to further ease
investment procedures, and to support the transition to a green economy and the sustainable use
of natural resources. In addition, providing more opportunities for private participation in
infrastructure through PPPs and stakeholders engagement in local communities to ensure
support for PPP projects.

Continued efforts to keep strong confidence in the Egyptian economy  which is reflected in
the increasing trend of foreign investments inflows. The preemptive and prudent fiscal and
monetary easing measures helped greatly to safeguard economic stability and investor
confidence. In spite of the global COVID-19 crisis, it  is noticed that the sovereign credit rating
agencies have kept sovereign ratings of the Egyptian economy in the long-term and short-term,
while maintaining a stable outlook. This reflects the international credit ratings’ confidence in
the Egyptian economy strength and its ability to cope positively and flexibly with the severe
impacts of the pandemic.

FUTURE PROSPECTS 
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SUMMARY AND FUTURE
PROSPECTS 

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.

FUTURE PROSPECTS 


