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The Monthly Economic Review is a new publication of the MAP Unit, highlighting the 

most recent economic updates. It aims to monitor the main developments in the real, fis-

cal, monetary, and external sectors.  With a special focus on the real sector and economic 

activity developments while considering challenges and future prospects.  
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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 August and September 2020. the 

variables are concerned with four main sec-

tors: Suez Canal, Extractions, Construction 

and Transportation. 

•By analyzing the data related to Suez Canal 

it can be observed that there is a relative re-

bound in the number of ships in September 2020 to reach 1538 ships –albeit below its historical average 

of 1573 ships during 2019. 

 

•In the meantime, the Suez Canal receipts ex-

hibit a 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 movements. Against 

this background, GOE has noticed that earlier 

and started to take some measures to mitigate 

the adverse impact on the external sector by in-

troducing some initiatives through increasing 

the available liquidity.  

 

 

 

I. Real Sector: Economic Activity – Suez Canal  

Source: Suez Channel 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 noticed 

that it is sloping downwards implying lower 

economic activity in that sector, especially 

during 2020. the total production recorded 

about 2.6 million tons in August 2020, com-

pared to an average of 2.7 million tons dur-

ing 2019. 

•Such a development can be considered as a 

forward looking measure and suggests that 

extractions sector will experience a slowing 

down when it comes to the GDP sectoral da-

ta for the upcoming quarter covering the pe-

riod July-sept 2020. 

Economic Activity – Extractions  

Economic Activity – Construction 

• Coming to the Construction sector, it has 

been proxied by the steel production, which 

has witnessed also a deteriorated  pattern 

during 2020, reaching 583 thousand tons in 

September 2020, compared to an average 

of 677 and 623 thousand tons in 2018 and 

2019, respectively.  

•Such a dynamic could suggest a slower 

economic activity as well in the construc-

tion sector.  That implies that we expect 

that such sector will witness a slowing 

down when GDP sectoral data will be an-

nounced for the upcoming quarter covering 

the period July-sept 2020. 

 

Source: Ministry of Petroleum and Mineral Resources  

Source: Ministry of Supply and Home Trade.  
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•coming to the tourism sector, It can be grasped 

that number of tourists started to show some re-

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

record trough of to only 596 in April before it 

rebounded 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, support-

ed by an upward sloping trend line when it comes 

to the GDP sectoral data for the upcoming quarter 

covering the period July-sept 2020. 

Economic Activity – Tourism  

 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 historical 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.  

Source: CAPMAS.  

Source: CAPMAS.  
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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)  
•The Egyptian non-oil private sector registered its first economic 

upturn for 14 months in September, latest survey data showed. It 

rose  from  49.4  in  August  to  50.4  in September, signaling an 

improvement during the latest survey period. Moreover, the re-

sult marked the first above 50.0 reading since July 2019.  

•Aiding the upturn was a third successive rise in new business at 

non-oil private sector Egyptian companies. Notably, the rate of 

sales growth accelerated to the strongest in over five years. 

•Improvements  in  consumer  demand  and  export  sales  led  to  a  

stronger rise in business activity, whilst inventories levelled off.  

•Input price inflation slowed again in September, as latest data in-

dicated  the  weakest  uptick  in  total  costs  for  three  months.  

This was in part due to a stronger EGP value and reductions   in   

some   raw   material   prices.  

•Nonetheless,   the   modest rise in input prices led to the quickest 

increase in output charges for a year. Lastly,  business  expectations  

were  largely  unmoved  in September, and remained below the se-

ries trend. Exactly 36% of companies were confident that activity 

will improve over the next 12 months 
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• For the analysis of the most recent data, please refer to the previous issue, as no new data were pub-

lishes while this review is being prepared.  

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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Increase in total expenditures by 8.8% in 

FY2020/21, due to the increase in:  
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•Increase spending allocations for 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 LE 3.5 billion to extend natural gas pipe lines to around 1.2 million beneficiaries 

•Allocate LE 5.7 billion to finance social housing 

•Increased efficiency of the state administrative agency to cope with economic and technological de-

velopments 

•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 

 

The 100 bn EGP are allocated  to: 

 

Fiscal Sector: Reform Measures include:  
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 Urban headline inflation (Y-o-Y) inched up slightly to 3.7% in September, compared to 3.4% in the 

previous month, and 4.8% in September 2019. Despite the pick- up, it continues to ease for three 

months in a row. Such declines are supported by stable monthly developments ranging between -0.2 

and 0.4 percent. Moreover, core inflation (Y-o-Y) upticks to 3.3% in September, up from 0.8% a 

month earlier. This came on the back of higher monthly rate of 0.1% in September, compared to -0.2% 

a month earlier. 

• During the period July-September 2020, core in-

flation registered an accumulated quarterly rate of 

0.5%. The decomposed series shows that the main 

source which fuels inflation during this period is 

mainly attributed to inflation expectations, standing 

at 1.9 percentage points. Moreover, the seasonal 

factor contributed by 1.5 percentage points, on the 

back of schooling season. As for the business cycle, 

its share is too trivial and it didn’t exceed 0.1 per-

centage points, which can be justified by the modest 

business and investment sentiment. Nonetheless, 

the irregular factor backed by the pandemic has 

contributed negatively to inflation by -3.0 percent-

age points, which had an offsetting impact on core 

inflation. Furthermore, the stability in the FOREX 

market and the positive momentum in the EGP ap-

preciation since the beginning of 2019, had  

      transmitted with a positive impact on core inflation.  

 

III. Monetary Sector: Inflation 
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•We updated our forecasts in light of the released statistics and we still see that urban headline infla-

tion will be maintained during FY2020/21, well below the historical average (excluding the overshoot-

ing inflation period took place during 2016 and 2017), for all scenarios. For headline inflation, the 

forecasted figures are on average ranging between 4.7% and 6.1% for FY2020/21. Further, according 

to the pessimistic scenario forecasts, inflation will pick up -though below the historical average- to 

hover around 8.7% - 9.0%, driven primarily from the expectations of modest demand and stable 

FOREX market. As such, our forecasts show that short-term inflation will be hovering around the tar-

get set by the CBE which is 9% (+/-3%) suggesting that the CBE will be able to meet its target by Q4 

2020 and beyond. 

 

 

 

 

 

 

 

 

 

 

 

 

•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. Although, we found that it will show a slight pick-up by Q4 

2020/21to reach 9.4%; nevertheless, it will be fluctuating around a single digit for all scenarios like-

wise. Business as usual scenario shows that if economic conditions are ceteris-paribus, core inflation 

will be maintained at a record low of 3.3% 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 emphasis that future dynamics in inflation will partially depend on how the exchange 

rate will perform during the next couple of quarters. 

 

Headline Forecasts 

 Pessimistic Optimistic Baselin 
_ARIMA 

Average All  
Scenarios 

Q1 2020/21 3.7 3.7 3.7  
Q2 2020/21 5.0 4.3 3.9 4.4 
Q3 2020/21 6.8 6.0 5.4 6.1 
Q4 2020/21 8.7 7.2 5.8 7.3 
Avg. FY 6.1 5.3 4.7  

Core Forecasts 
Q1 2020/21 4.1 4.1 4.1  
Q2 2020/21 6.7 4.8 2.9 4.8 
Q3 2020/21 7.5 5.0 3.1 5.2 
Q4 2020/21 9.4 6.2 3.1 6.2 
Avg. FY 6.9 5.0 3.3  
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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 than the retail activities. 

The latter will need some time to rebound totally after 

the pandemic vanishes. 

· It registered an average of -17% in October, compared to an average of only -19.4% and -16.5% dur-

ing August and September, respectively. 

•Domestic Liquidity (M2) and the induced money gaps: 

· The induced money gap indicates that the pandemic has a nonnegli-

gible 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 represent 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 

the government and the public. 

 

Consumption Indicators: 
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•In general, both exports and imports values witnessed a downward sloping trend during 2020. We see this pattern to continue for 

sometime as a result of the second wave of the Global pandemic, which affected the international trade movements across coun-

tries.  

•It is worth noting that this is not a specific situation for Egypt, but the slowing down of exports and imports movements are cross 

the board. The adverse economic situation has to be born because GOE sees it urgent to have an initiative by expanding the liquidi-

ty primarily the external sector. Among other measures that support the import sector and  could mitigate the unfavorable impact is 

the exclusion of the necessity goods from need to raise 100% cash cover for importation.   

 

 

 

 

 

•The exchange rate of the EGP shows some resilience in 

front of the greenback during 2019 and beyond. Such perfor-

mance continues despite the presence of the Global Pandem-

ic. Such dynamics was reflected in The net international re-

serves as shown above.  

•During April and May 2020, the Egyptian Pound depreciat-

ed , which was mirrored in lower NIR during the same peri-

od. Nonetheless, recently the Pound has restored its strength 

and started to hover between 15.64 and 15.66.  

IV. External Sector: Exports and Imports  

Exchange Rate : 

Source: CAPMAS.  Source: CAPMAS.  Source: CAPMAS.  
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•The good news is that Egypt’s Net international 

reserves maintained its positively sloping trend be-

tween 2016 and 2020. Despite the fact that it fell 

by USD 3.0 bn during April 2020 to reach bn 37 

bn down from USD40 bn. The CBE reported in a 

statement that global markets at large remain under 

pressure due to the persistence of the Covid-19 

pandemic, which continues to drive portfolio flow 

reversals from emerging markets including Egypt. 

•Moreover, the CBE continues to cover the legacy 

CBE foreign exchange repatriation mechanism 

flows as they exit the market, as well as all of the 

CBE's external obligations, amounting to USD1.6 

billion, under which falls the maturity of the 2020 Eu-

robond, worth USD1 billion, according to the statement. 

 

 

•The good news is that Egypt’s Net international reserves maintained its positively sloping trend between 

2016 and 2020. Despite the fact that it fell by USD3.0 bn during April 2020 to reach bn 37 bn down from 

USD40 bn. The CBE reported in a statement that global markets at large remain under pressure due to 

the persistence of the Covid-19 pandemic, which continues to drive portfolio flow reversals from emerg-

ing markets including Egypt. 

•Moreover, the CBE continues to cover the legacy CBE foreign exchange repatriation mechanism flows 

as they exit the market, as well as all of the CBE's external obligations, amounting to USD1.6 billion, 

under which falls the maturity of the 2020 Eurobond, worth USD1 billion, according to the statement. 

Net International Reserves: 

38.4 
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•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 relatively contained, till date. In general, the economy 

relatively started to show some rebound to pre-crisis levels of activity and demand, albeit well below the his-

torical averages. Among the immediate actions taken are broadly classified into: Health sector initiatives; Li-

quidity measures; Financial inclusion and Fiscal actions. 

 Health Sector Initiatives: These include effor ts of social distancing and funds to suppor t the health 

situation as follows; Provide direct monetary support amounting to EGP 187.6 million to the Ministry of 

Health, directed to both medical supplies and preventive measures, and bonuses to workers in the health 

care system. The government announced that 2% of GDP shall be directed to the health sector; in addition 

to doubling the contribution percentage to public expenditure on health in the national budget. 

 Liquidity Measures: These refer  to measures to increase liquidity in the market at both national and 

sector level, as follows;  

 A USD 2.7 billion loan was requested and granted by the IMF, as an emergency support; to meet 

the urgent balance of payments needs stemming from the outbreak of the COVID-19 pandemic.  

 Reduce the overnight deposit and lending rate and the discount rate by 3.5% at once in order to cre-

ate finance accessibility and reduce the cost of borrowing; 

In addition to providing support to the most affected sectors, to include; 

 Allocate EGP 50 billion loan fund to be directed to the tourism sector at subsidized interest rate for new 

and expansion projects; 

 Provide credit facility to pay employees’ salaries in the tourism sector to be repaid on a period of 2 years, 

with grace period of 6 months; 

 Exclude necessity goods from need to raise 100% cash cover for importation; 

 Allocate EGP 20 billion fund to support the capital market; 

 Subsidize the electricity and natural gas tariffs for the industrial sector; 

 Reduce lending interest rate from 10% to 8% for the industrial and tourism sectors; 

 Allow cash subsidies for daily earning workers amounting to EGP 500 per person; 

 Facilitate access to credit facilities for working capital finance and removal of some credit restrictions; 

 Payment of EGP 1 billion of export subsidy arrears and facilitate export procedures. 

 Financial Inclusion: in the process of recovery; both micro-finance and financial leasing are considered 

key elements for strengthening the financial inclusion and ensure that the non-banking tools to reach the 

social layers which can’t access the classic banking services.  

 The Local Development Fund (LDF) approves fundind 1232 micro ans small enterprises with in-

vestment approaching 14 million EGP in 20 governoratessince the beginning of FY2020/21 till end 

of October.  

V. Challenges and Prospects  
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Fiscal Measures: These include tax exemptions and public expenditure at both national and sec-

toral levels; 

 Proceed with mega infrastructural projects; 

 Provide 3 month tax relief for Real Estate taxes for tourism and industrial sectors; 

 Increase the exemption tax limit for employees from EGP 8,000 to EGP 15,000; 

 Raise the annual raise of public sector and state employees by 7% and 12%, respectively 

and for pensions by 14%; 

 Tax reduction for the capital market to include removal of stamp duties, postponing capital 

gains to January 2022, and exemption for foreign investors and reductions of dividends tax-

es from 10% to 5%. 

 The most challenging issue is the retarded real activity indicators, which are expected to show a 

slowing down growth pattern of GDP during the upcoming couple of quarters. Another issue is 

related to the expansion in domestic liquidity, in which our estimations show a positive money gap 

being a good proxy for the demand and can be considered as forward looking indicator of infla-

tionary pressures. Having a positive gap suggests higher inflation expectations, while we see it as 

contained given the muted and contained household demand growth.   

 The good news is related to the PMI and the private sector business sentiments which up ticked 

during September towards its historical levels. Moreover, the rate of sales growth accelerated to 

the strongest in over five years. Improvements  in  consumer  demand  and  export  sales  led  to  a  

stronger rise in business activity. 

 • In addition, the recent improvement in the inflation performance over the last couple of months 

mirrored the existence of efficient macro-policies in general and an adequate monetary policy in 

particular. This came on the back of less volatile headline inflation and muted core inflation dy-

namics reaching one digit for a prolonged period of time. This happens as no surprise backed by 

the stable EGP in front of the greenback since January 2019. This has resulted in a favorable pass-

through effect on inflation and rendered the Central bank capable of achieving its target of 9% 

±3% by Q4 2020.  

 Moreover, having a strong currency for about two consecutive years was reflected on a relatively a 

strong external position represented in good position of the country’s Net International Reserves 

(NIR), despite the fact that the Central Bank was responsible for assuring the implementation of 

the Repatriation mechanism along with capital flows reversals experienced by the emerging mar-

kets amid the COVID-19 outbreak.   


