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Egyptian authorities reached a staff-level agreement with the IMF on the first 
review under the US$12bln EEF1. The Current account improved and private 
sector inflows picked up markedly allowing for FX accumulation by the CBE. 
Risks stem from persistent inflation and reform fatigue.   
 

 Egypt’s gross foreign-exchange reserves rose to a six-year high of USD 
28.6bn in April from USD 17bn in end-June 2016, surpassing IMF program 
requirements so far. 

 The fiscal position is gradually improving, but remains a formidable 
challenge. The draft budget, praised by the IMF, assumes a reduction of 
overall fiscal deficit to about 9% of GDP in 2017/2018.   

 We expect inflation to come off to approximately 20% by end-2017, our 
forecast is less optimistic than that of the IMF. We therefore do not see the 
CBE cutting rates in the near term from the current 16.75%. 

 We remain constructive on Egypt’s T-bill market (1y currently trading near 
20%) and expect the currency to remain stable or appreciate moderately in 
2017.   

 We hold a constructive view on Egypt’s sovereign credit, but risk premium 
has diminished after the rally earlier this year. We take a neutral position 
and look to add on dips. We believe the Eurobonds curve is too steep 
relative to peers and the newly issued bonds 47s and 27s offer superior 
relative value from asset allocations perspective. 

 Risks stem from Egypt’s ability to stay in the IMF program, still-elevated 
inflation, and social stability concerns ahead of 2018 presidential elections.

                                                           

1
 May 12, 2017 -- IMF Reaches Staff-Level Agreement for Completion of the First Review of Egypt's 

Extended Fund Facility http://www.imf.org/external/country/EGY/index.htm 

Distributed on: 05/06/2017 00:45:52 GMT

0bed7b6cf11c

http://www.imf.org/external/country/EGY/index.htm
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Egypt: Staying the course 

Egypt – the near-term outlook is positive  

The near-term outlook for Egypt is positive. There has been a turnaround in 
Egypt’s external vulnerabilities, with strengthening FX reserves accumulation. 
FX reserves grew to USD 28.6bn in April. EGP has seen a 0.39% qtd gain. In 
parallel, Egypt’s GDP growth is likely to have reached 3.9% in the first quarter 
of 2017, and the IMF estimates that the primary fiscal deficit has fallen by 2%, 
from 4% deficit in 2015/2016 (overall deficit stood at 12% in 2015/2016 
according to the IMF). The Ministry of Finance (MoF) has drafted an ambitious 
budget for 2017/18 that is now under review by the Parliament. 

Risks to the outlook stem from reform fatigue and high inflation. It is likely 
growth in 2017 will be below the authorities’ 4.6% estimate. Structural reforms 
supported by the IMF program may run into reform fatigue leading to fiscal 
slippages, especially ahead of the 2018 presidential elections. Stubborn 
inflation may force the central bank to continue tightening, especially if EGP 
underperforms.  

We believe the currency is undervalued using a simple PPP metric as 
manifested by the CBE’s reserve accumulation. PPP implies that nominal 
exchange rates move in tandem with inflation differentials. In other words, this 
implies a mean-reverting REER. Hence we define our PPP misalignment as the 
% difference between REER and its 10 year rolling average. At the end of 
October 2016, before the exchange rate peg was removed, EGP was 
overvalued by 24% by our measure. Currently, it is undervalued by 26% 
following the sharp depreciation. 

The IMF program is on track for now. On May 12th, in its first review of the 
US$12bn extended fund facility (EFF), the IMF provided a positive assessment 
of the authorities’ reform agenda. Subject to IMF board approval, a 
disbursement of US$1.25bn will be made, bringing the total amount disbursed 
to US$4bn. 

 

 

Balance of Payments improvement exceeded expectations 

The CBE's reserve position has continued to improve. Egypt's gross foreign-
exchange reserves rose to a six-year high of USD 28.6bn in April, sufficient to 
cover more than five months of imports. The CBE is already way ahead of its 
target to raise foreign-exchange reserves (from end-June 2017 by USD1.92bn 
end-December 2016 and USD 4.175bn by end-June-2017). However, sustained 
net inflows are needed to cover the large financing needs in 2017-18 and 2018-
19. Egypt needs to raise USD 7 billion in 2017/18 and an additional USD 4 
billion in 2018/19 to reach 136 percent of the Fund's reserve adequacy metric 
for flexible exchange rate regimes.    

Current account position is improving. After a prominent plunge in REER (of 
more than 45% YoY by December 2016), early signs of expenditure switching 
are starting to occur, with imports nearly flat in 2016Q4, and export up 18% 
YoY. In addition, quarterly overseas workers’ remittances grew more than 10% 
YoY in the same quarter, following a protracted period of declines. Seasonally 
adjusted quarterly figures show that the current account deficit, narrowed to 
USD 4.36bn in the last quarter of 2016, versus a USD 5.47bn deficit in the 
previous quarter, thanks to inflows and an important recovery in workers’ 
remittances, even as donor support (grants) from the GCC slowed.  

Capital inflows allow for reserve 

accumulation 
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PPP-based EGP assessment   
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Key external sector indicators in (%)   
Q3-2015 Q4-2015 Q1-2016 Q2-2016 Q3-2016 Q4-2016

 Trade Balance % GDP -2.9 -2.8 -2.9 -2.9 -2.3 -4.1

 Current Account % GDP -1.1 -1.5 -1.7 -1.6 -1.3 -2.1

 Capital Account % GDP 0.5 1.3 2.5 2.2 1.9 4.7  
Source: Monthly Statistical Bulletin, CBE; Deutsche Bank 
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Further improvements in the current account will likely be less pronounced. 
Imports of staples (especially food, and energy) tend to be inelastic, limiting the 
extent to which we can expect a correction in the deficit to happen. Moreover, 
recent inflows have tended to put appreciating pressure on REER, and exports 
growth has already decelerated in March, decreasing more than 13% over the 
previous month, in seasonally adjusted terms.  

The authorities are on track with donors’ programs. In March, the World Bank 
disbursed USD 1bn, out of a 3bn loan. The next tranche of USD 1bn is 
expected by December 2017. World Banks’ Takaful and Karama program, with 
6.7 million beneficiaries, has disbursed USD 306.21mn so far. Following the 
completion of the first review, total disbursements from the IMF will reach 
USD 4bn this fiscal year.  

Private sector inflows have exceeded expectations. Egypt raised USD 2bn in 
financing from international banks in November, followed by a USD 4bn 
Eurobond in January and USD 3bn in May, far exceeding expectations. 
Minister of Finance Amr El-Garhy said that Eurobond issuance to “a large 
extent” covers financing needs for 2017-2018 and next issuance is planned for 
February-March 2018. 

Remarkably, since the CBE hiked interest rates earlier this month, foreign 
inflows into Egypt’s debt and equity have surged. The T-Bill auctions over the 
last week recorded near USD 1bn in foreign investor inflows. As of May 30, 
according to the Egyptian Finance Ministry, overseas holdings of Treasury bills 
rose to USD 7.5bn. Further, in an effort to attract more inflows, Egypt's 
parliament voted on Monday to extend for three more years a freeze on its 
capital gains tax. 

Foreign direct investment has recovered, but remains below the pre-2011 
averages. The discovery of the Zohr offshore natural gas field is expected to 
attract FDI and bolster exports of natural-gas sometime in 2018. In addition, 
Egypt secured agreements on coal-fired and renewable plants, which are 
envisioned to strengthen electricity generation infrastructure. The Egyptian 
cabinet approved in May six agreements between the Egyptian General 
Petroleum Corporation and a number of foreign companies on oil exploration in 
Egypt's western desert.  
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Selected balance of payments statistics (USD bn) 

Further Balance of Payments statistics (US$ bn)

Q3-2015 Q4-2015 Q1-2016 Q2-2016 Q3-2016 Q4-2016

Trade Balance -10.0 -9.9 -10.0 -8.8 -8.7 -9.2

   Exports 4.7 4.4 4.3 5.3 5.3 5.2

   Imports -14.7 -14.3 -14.2 -14.1 -13.9 -14.4

Investment Income Balance -1.1 -1.3 -0.7 -1.4 -1.1 -1.1

Current Transfers 4.3 4.0 4.1 4.4 3.4 4.6

    Of  which: Remittances of Egyptians working abroad 4.4 4.1 4.2 4.4 3.4 4.6

Balance of Current Account -4.0 -5.4 -5.7 -4.8 -5.0 -4.7

 Capital & Financial Account 1.6 4.5 8.4 6.6 7.1 10.5

Capital Account 0.0 0.0 -0.1 0.0 0.0 0.0

Financial Account 1.7 4.6 8.4 6.6 7.1 10.6

  Direct investment abroad 0.0 0.0 0.0 -0.1 -0.1 0.0

  Direct investment in Egypt (net) 1.4 1.8 2.8 1.0 1.9 2.4

  Portfolio investment abroad 0.0 0.1 0.0 0.0 0.0 0.1

  Portfolio investment in Egypt (Net)# -1.4 -0.2 0.1 0.2 -0.8 1.1

Of which:   Bonds  -1.4 0.0 0.0 0.0 -0.8 0.0

  Other Investments (Net) 1.7 3.0 5.6 5.4 6.1 7.0

    Net Borrowing 0.8 3.0 1.5 1.8 1.3 4.7

      Medium- and Long-Term Loans -0.6 0.2 0.2 0.0 0.3 2.7

      Disbursements 0.2 0.7 1.1 0.4 1.2 3.2

      Repayments -0.9 -0.5 -0.9 -0.5 -1.0 -0.5

    Medium- and Long-Term Suppliers' Credit 0.1 0.1 0.5 0.8 0.6 0.3

      Disbursements 0.1 0.1 0.5 0.9 0.6 0.4

      Repayments 0.0 0.0 0.0 0.0 0.0 0.0

   S .T. Suppliers’ Credit (Net) 1.4 2.6 0.8 1.0 0.5 1.7

    Other Assets 0.2 -3.2 -1.3 0.8 -0.2 -2.2

       CBE 0.0 0.0 0.0 -0.1 0.0 -2.0

       Banks 0.8 0.7 -0.3 0.9 -0.2 0.2

       Others -0.6 -3.9 -1.0 0.0 0.0 -0.4

   Other Liabilities 0.7 3.2 5.4 2.8 5.0 4.5

       CBE 0.0 1.5 3.0 1.4 3.4 4.6

       Banks 0.7 1.7 2.5 1.3 1.6 -0.1

  Net Errors & Omissions -1.3 1.1 -3.0 -1.0 -0.2 -0.7

  Overall Balance -3.7 0.3 -0.2 0.8 1.9 5.1  
Source: Monthly Statistical Bulletin, CBE, Deutsche Bank 

 

 

Fiscal position is marginally improving, but challenging  

The authorities target overall deficit of 9% of GDP in the 2017/18 budget. In the 
draft budget interest payments are the largest item, estimated at EGP 381bn 
(USD 21bn), almost one-third of total expenditure. Debt-service costs therefore 
remain a challenge, given the recent tightening of monetary policy. On the 
revenue side, taxes on goods and services are set to rise by 41% in 2017/18, 
making up 36% of total budget revenue, under the assumption that value-
added tax will do most of the job (a hike of 1pp to 14%). However, tax revenue 
is likely to fall below the government's projections, given the short run impact 
of the stabilization policies on domestic demand. 



5 June 2017 

Special Report: Egypt: Staying the course 

 

Deutsche Bank AG/London Page 5 

 

 

 

On the expenditure side, cuts to fuel subsidies are penciled in, but actual 
spending on fuel subsidies is likely to be similar to the last year, given that EGP 
has depreciated below budget assumptions (EGP 16 to USD) and higher 
commodity prices. Current levels of EGP have also pushed up the budgetary 
cost of petroleum product subsidies. Early in May, media reports suggested 
the fuel subsidy bill was already well above EGP 110bn. The 16/17 fuel subsidy 
budget estimate was of EGP 35.04bn, (with EGP at 9.00 and Brent at $40). 
IMF’s indicative target on that fuel subsidy bill is a ceiling at EGP 62bn by June 
2017. The budget also pencils in a 7.6% year-on-year increase in public-sector 
employee compensation, substantially below the current inflation. Electricity 
prices are planned to increase from the start of July this year.  

While the IMF gave a positive review of the Egyptian authorities’ efforts, it has 
left the timing of fuel price hikes to Egypt. However, the timing of fuel energy 
reform may once again turn to be a thorny issue due to their impact on 
inflation and political concerns as we near 2018 Presidential elections. 

Nonetheless, it is unlikely debt will exhibit explosive dynamics in the coming 
two years, assuming FX remains stable. At current yield levels, under our 
baseline of high inflation and moderate growth, debt dynamics are set to 
improve in the next two years. Inflation is doing much of the heavy lifting. The 
automatic debt dynamics may turn explosive again after 2019, however, with 
inflation coming off, moderate growth below 4%, and likely higher funding 
costs.  

We consider the following two stress scenarios: 2  

— Alternative 1 assumes that the inflation comes down, as in the 
baseline, and GDP growth stays stable around 4%, however, yields 
spike in 2018 due to US monetary policy normalization. Under this 
scenario, debt turns explosive already in 2018, creating a turnaround 
in debt accumulation, and reaching more than 100% of GDP by 2020.  

— Alternative 2 in addition to the above, domestic conditions worsen. 
Growth deteriorates substantially and inflation comes down faster 
than the baseline as a result. Under such circumstances, the debt to 
GDP ratio will reach 100% already in 2019. Although automatic debt 
dynamics should start marginally improving in 2020, the debt to GDP 
ratio would have already reached 108% by then. 

 

We expect inflation to come off to about 20% by end-2017  

The central bank has moved to a dirty peg FX regime supported by goals for 
both monetary aggregates and inflation levels, and recently has been forced to 
pre-empt second-round effects on inflation expectations, arising from supply 
shocks, by hiking the policy rate by 200bps to 16.75% on 21 May.3 The CBE 
communicated in its MPC press release that despite the moderation of monthly 
inflation rates of late, risks related to inflation expectations had already 
materialized. In addition, the committee also cited demand pull forces on core 
inflation.  

The recent hike may take a long time to transmit into the real economy and 
inflation is likely to stay elevated for a while. In addition, while reserve 
accumulation is desirable to build buffers against a BoP crisis, CBE may be 
running into the limits of sterliziation. FX accumulation over time could pose a 

                                                           

2
 For simplicity, we assume here that the share of foreign denominated debt is zero. Note that the 

share of foreign to domestic interest payments in the budget expenditures of Egypt has steadily 
declined and was 2.1% in 2016. 
3
 http://www.cbe.org.eg/en/Pages/HighlightsPages/MPC-Press-Release-21-May-2017.aspx 
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threat to the monetary aggregates’ targets. The YoY growth of the ratio of M2-
to-GDP stood at 34% in 2016 Q4. 

The CBE may also be forced hike in response to second round effects of 
subsidy removal and VAT hike. The IMF sees 24.8% and 11.6% average 
headline CPI in 2017 and 2018, respectively. In our view, average inflation 
could hover around 30% in 2017 and 16.9% in 20184. We see asymmetric 
upside risks in the near term, derived from the uncertain effects of price 
liberalization and VAT reforms, and commodity price recovery in 2018.  

Headline CPI projections and uncertainty (yoy%) 

 
Source: Haver Analytics, Deutsche Bank 

Improving ratings outlook  

Fitch has the most bullish view on Egypt, rating them one notch higher than 
Moody and S&P at B (Stable outlook) since Dec-2014. S&P recently affirmed 
their B- rating and their next review will take place in November. Moody’s next 
review is due on 18th August. Fitch doesn’t have a specific date, but we 
expect the next review to happen sometime in June/July 2017.  

Moody’s might consider upgrading Egypt’s ratings to B2 from B3 in their 
upcoming review (18th August) given the accelerated build-up of FX reserves 
and prospects of lowering fiscal deficit as per the draft budget plans. However, 
high inflation and risks to growth outlook might act as potential deterrents.  

Fitch, we believe are most likely to affirm the ratings at B and at best might 
upgrade their outlook to Positive from Stable. Unlike Moody’s and S&P, Fitch 
doesn’t have a specific date for its next review on Egypt’s sovereign rating, 
however, looking at historical timelines and the upcoming key events (budget 
as well as the IMF board meeting), we expect the next review to happen 
sometime in June/July 2017. We believe that Fitch would like to see more 
sustainable progress on all of the following criteria to be able to consider a 
rating upgrade: 1) progress on fiscal consolidation, 2) economic growth and 
reform measures and 3) accumulation FX reserves. Amongst all these, we note 
that Egypt’s reserve position has improved significantly (up 68% YoY at April 

                                                           

4
 We use a multifactor model that takes into account a common factor from inflation and commodity 

prices in global markets, in conjunction with an idiosyncratic factor from local price dynamics, including 

Egyptian monetary aggregates. For the exercise, we assume that the global component is driven by an 

initially flat global commodity price path (including oil); we then assume a gradual recovery of oil starting in 

2018. The latter further prevents the headline finding a lower steady state, as for example envisioned by 

IMF projections. 
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end), and the draft budget proposal was also praised by the IMF, which is an 
encouraging sign.  

Egypt - Key rating agency rating drivers and sensitivities 

Rating agency Current 

Rating 
Next review dates Upward drivers Downward drivers

Moody's B3 (Stable)
18-Aug-17,            

08-Dec-17

(1) An accelerated implementation of measures to lower fiscal 

deficits and government debt; (2) a sustained growth recovery to 

pre-revolution levels, combined with a sharper reduction in 

inflation rates; (3) a faster-than-envisaged build-up of FX reserve 

buffers, driven by less reliance on external donor support; and/or 

(4) further improvement in the domestic security situation. 

(1) A renewed intensification of political turmoil and 

instability; (2) a significant deterioration in the external 

payments position; (3) a slippage or reversal of fiscal 

and economic reforms, which leads to a sharp rise in 

the government's funding costs; and/or (4) diminution 

in the banking system's capacity to fund government 

S&P B- (Stable) 10-Nov-17
1) If GDP growth picks up beyond our expectations, and

2) if Egypt improves its fiscal and external positions 

substantially.

1) If current account financing, including from GCC, 

became less forthcoming ; 2) Deterioration  in domestic

fiscal funding options; 3) Increased political risk or a 

weaker institutional environment.

Fitch B (Stable)
*June/July 2017 and 

Dec-2017

1) A track record of progress on fiscal consolidation leading to 

declining government debt/GDP. 2) Sustained stronger economic 

growth supported by reforms to the business environment 

leading to increased investment and employment and 3) 

Significant accumulation of international reserves following a 

sustained narrowing of the current account deficit and higher net 

foreign direct investments.

1) Failure to narrow the fiscal deficit and put 

government debt/GDP on a downward trend.

2) Reversal of fiscal and/or monetary reforms, for 

example in the face of social unrest.

3) Renewed downward pressure on international 

reserves due to further strains on the balance of 

payments, including weaker access to foreign 

financing.  

Source: Deutsche Bank, Moody’s S&P and Fitch. Notes from latest reports 

Credit market valuation – risk premium has diminished 

We hold a constructive view on Egypt credit given the positive outlook, but at 
the current valuation we would take a neutral position and look to add on dips   
If credit market valuation on Egypt’s Eurobonds is slightly on the rich side 
based on spread / credit rating relationship (first graph below), it does not 
appear overtly expensive5. 

The credit market has generally rewarded sovereigns that are perceived to be 
on a positive path in their credit standings (e.g. Argentina, Mongolia), but it has 
punished the ones that are not (e.g. El Salvador, Ecuador). While fiscal outlook 
remains challenging due to the large deficit, high debt repayment burden, high 
inflation, various structural issues, supports from the IMF and other official 
sources have helped prevent a balance of payment crisis while the associated 
fiscal consolidation efforts and reforms (as mandated by the IMF program) 
help restore Egypt’s macroeconomic stability, putting its debt dynamic on an 
improving path. The improving outlook has been recognized by markets, as 
Egypt’s eurobonds were among the best performers in the past six months, 
with its subindex having tightened by 90bp year-to-date. The IMF agreement 
(November), the floating of currency (December) and successful bond 
issuances (January) all contributed to positive performance. However, after a 
significant rally, Egypt’s outperformance has stalled since April, as the risk 
premium in the credit had been all but removed by then (second graph below). 

 

                                                           

5
 The spreads are shown in log scale. For fair comparison, the spread for each curve is defined as the libor 

spread of a hypothetical bond with duration matching that of EM average (around 7.2 years), and derived 

through curve fitting as employed in our implied rating model. Credit rating measures are on a linear scale 

(14=B+/B1, 17=CCC+/Caa1).  
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Egypt’s Eurobonds are on the expensive side in 

comparison with peers, but not overtly so.  

 Outperformance has stalled since April, after a 

significant rally in January through March 
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Credit relative value–the new 27s and 47s remain cheap; curve looks too steep 
Egypt has issued a total of USD11bn of Eurobonds over the past six months 
(USD4bn in November 2016, USD4bn in January 2017 and USD3bn added on 
24 May through taps). While the issuances were generally met by strong 
demand, the sheer amount of supplies has added some pressure to the curve. 
Significant levels of concessions were offered in January issuances of 17s, 27s 
and 47s (see Trade Recommendation – Buy new Egypt $2047s vs. $2040s, 25 
January 2017). These new bonds were gradually catching up, but the 24 May 
retaps helped cause some re-cheapening. Currently, the 27s are 20-25bp 
cheap to the 25s (the latter look particularly rich,) while the 47s are about 15bp 
cheap to the 40s, according to our term structure model. While investors 
continue to digest the recent taps, we expect the cheapness in these bonds to 
be gradually removed. We do not expect Egypt to issue any more bonds this 
year.  

Therefore, we recommend switching from 25s to 27s (current spread 
differential: 50bp; target: 25bp) and from 40s to 47s (we note that the 40s have 
limited liquidity given their small size – only USD500m). The main risk to these 
switch recommendations is that some investors favor low-priced bonds on the 
curve and ignore the valuation disparity between these bonds.  
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Par-equivalent spread curve of Egypt Eurobonds - the 

47s are cheap to 40s, 27s cheap to 25s 

 Relative values in the 27s (vs. 25s) and 47s (vs. 40s) have 

been restored recently, thanks in part to the retaps 
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Source: Deutsche Bank  Source: Deutsche Bank 

Finally, the 10s30s curve in Egypt appears very steep from a cross-sectional 
point of view. Typically, EMEA curves and higher yielding curves in LatAm 
features a flatter 10s30s slope (see graph below), but Egypt’s slope - measured 
at around 100bp – look very out of place; it is in fact comparable with LatAm 
low beta names. Among credits with a similar credit rating, only Argentina and 
El Savador have 30Y bonds but both have a much flatter curve (50bp and 
10bp, respectively). From an asset allocation perspective, we favor the long 
end of the curve, especially the 47s.  

EM 10s30s curve slope vs. spread – slopes should be flatter for higher spread 

names 

 
Source: Deutsche Bank 
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What to watch in the coming 12 months 

While the near-term outlook is positive, there are important milestones in the 
coming year: the passage of the 2017/2018 budget, deceleration in inflation 
towards end-2017, and continued compliance with the IMF program. 
Presidential elections will take place by mid-2018, but we believe risks of social 
instability are low. While President Abdul Fattah al-Sisi has significantly 
tightened security, two attacks on the Coptic Christian community since the 
beginning of the year will weigh on tourism, but unlikely to put a significant 
dent in president’s popularity as opposition is limited.   

 

1. End-June passage of the 2017/2018 budget that is in line with the IMF 
program and includes further reduction in energy subsidies. 
 

2. Payment of the arrears to international oil companies expected in June 
of $750mio (total outstanding US$3.5bln). 
 

3. Fitch (June/July) and Moody’s (18 August) may consider improving 
their rating/outlook. 
  

4. June/July IMF disbursement following staff-level agreement on the 
first review reached in May 2017. 
 

5. Second review by the IMF for end-June performance criteria. 
 

6. Further relaxation of the FX regime, reduction in capital controls by 
end-2017.  
 

7. Presidential elections by mid-2018. Nominations will begin in March 
2018, election process to begin 120 days before the end of the current 
presidential term.   

 
The authors wish to acknowledge the contribution of Twisha Roy in preparation 
of this report. 
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Private consumption driving growth  Fiscal and primary balance – gradual improvement 
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Inflation momentum off its peak …  …but the sequential change in the trend of headline and 

core inflation are still on a general upward trajectory  
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Recent REER appreciation may pose a threat to further 

import compression 

 Growth in M2 to GDP ratio may pose challenges to the 

new eclectic targeting framework of CBE  
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FX reserves one of the lowest in EM   Strong financial inflows  
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Imports and remittances responded to FX depreciation   As the hunt for yield environment warrants it, investors 

seem attracted by the positive carry 
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History of credit ratings   Current credit ratings and scheduled announcements  
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Key Macroeconomic data  

Q1-2015 Q2-2015 Q3-2015 Q4-2015 Q1-2016 Q2-2016 Q3-2016 Q4-2016 Q1-2017

Nominal GDP (USDbn) 78.2 76.7 90.8 87.4 80.4 74.4 94.8 59.1 -

Real GDP (% YoY) 3.3 3.3 5.1 4.0 3.6 4.5 3.4 3.8 -

Private consumption 1.5 0.3 6.6 4.8 5.0 1.7 2.1 7.9 -

Public consumption 4.2 3.3 5.7 3.0 2.0 4.8 1.8 2.5 -

Gross capital formation 39.0 -3.0 8.7 3.6 4.9 26.0 15.0 22.7 -

Exports -14.2 -2.4 -25.0 -12.0 -18.7 -2.4 0.6 68.5 -

Imports 6.1 -14.4 -6.8 -3.7 -3.2 6.9 2.5 66.1 -

Prices (pavg, % YoY)

CPI 10.6 11.8 8.5 10.6 9.4 12.2 14.5 18.8 29.8

o/w food 7.7 11.8 9.2 14.0 12.6 14.9 17.5 21.1 39.9

Core CPI* 7.1 7.8 5.9 7.0 7.9 11.4 13.2 20.8 32.1

PPI -3.8 -1.7 -5.7 -1.3 -0.1 2.8 9.2 20.4 37.3

Money & Banking (eop, % YoY)

Reserve money 17.9 33.3 13.3 15.9 13.1 -1.6 19.7 18.5 22.6

Domestic private credit 16.1 16.7 15.3 17.5 15.6 14.2 15.6 43.4 39.9

Fiscal accounts (% GDP)**

Fiscal balance - -12.0 - - - -11.6 - - -

Revenues - 24.4 - - - 22.0 - - -

Expenditure - 35.7 - - - 33.0 - - -

Primary balance - -4.5 - - - -4.3 - - -

External accounts (USDbn)

Current account balance -4.0 -3.8 -4.0 -5.4 -5.7 -4.8 -5.0 -4.7 -

% GDP -5.2 -5.0 -4.4 -6.1 -7.0 -6.4 -5.3 -7.9 -

Balance of goods -9.2 -9.5 -10.0 -9.9 -10.0 -8.8 -8.7 -9.2 -

Exports 4.8 5.1 4.7 4.4 4.3 5.3 5.3 5.2 -

Exports of Petroleum 1.6 2.0 1.7 1.5 1.1 1.5 1.5 1.4 -

Other exports 3.2 3.2 3.1 2.9 3.2 3.8 3.7 3.8 -

Imports 13.9 14.7 14.7 14.3 14.2 14.1 13.9 14.4 -

Imports of Petroleum 2.2 3.1 2.8 2.6 1.6 2.2 2.6 2.5 -

Other imports 11.7 11.5 11.9 11.6 12.6 11.9 11.3 11.9 -

Balance of services 1.6 1.9 2.8 1.8 0.9 1.0 1.4 1.0 -

Exports 4.3 5.1 5.0 4.0 3.4 3.6 3.8 3.5 -

Transportation 2.2 2.5 2.6 2.4 2.2 2.3 2.3 2.0 -

o/w Suez Canal 1.2 1.3 1.4 1.3 1.2 1.2 1.3 1.2 -

Travel 1.5 1.9 1.7 1.0 0.6 0.5 0.8 0.8 -

Other 0.6 0.7 0.7 0.7 0.6 0.8 0.7 0.7 -

Imports 2.7 3.2 2.2 2.2 2.6 2.6 2.4 2.5 -

Income balance -1.5 -1.1 -1.1 -1.3 -0.7 -1.4 -1.1 -1.1 -

Transfers 5.0 4.9 4.3 4.0 4.1 4.4 3.4 4.6 -

Capital account 0.0 0.0 0.0 0.0 -0.1 0.0 0.0 0.0 -

Financial account 5.9 11.3 1.7 4.6 8.4 6.6 7.1 10.6 -

Net FDI 2.6 1.3 1.4 1.8 2.8 1.1 1.9 2.5 -

Net FPI 0.0 1.3 -1.4 -0.2 0.0 0.2 -0.9 0.9 -

Net other investment 3.4 8.6 1.7 3.0 5.6 5.4 6.1 7.0 -

Net E&O -1.9 -2.7 -1.3 1.1 -3.0 -1.0 -0.2 -0.7 -

Change in CBE's reserves 0.0 -4.8 3.7 -0.3 0.2 -0.8 -1.9 -5.1 -

Reserves (USDbn) 15.3 20.1 16.4 17.4 18.0 18.0 19.6 24.6 31.3

% GDP 4.6 6.1 4.9 5.2 5.4 5.4 6.2 8.4 11.3

% ST Debt 517.1 782.4 586.8 392.6 263.8 256.3 246.7 205.9 261.9

% CAD + ST Debt 106.2 123.2 85.8 76.5 68.5 65.4 69.4 78.4 101.0

% 20% of M2 34.8 43.6 34.7 35.7 40.3 38.1 40.0 84.2 102.6

Months imports 2.5 3.1 2.5 2.8 3.1 3.4 3.8 5.2 6.6

% IMF Metric (floating exchange rate) 85.9 110.5 88.8 90.9 87.3 84.5 89.4 138.1 172.1

Debt Indicators (% GDP)

Government debt 80.0 81.8 69.6 75.2 93.2 94.5 76.7 96.0 -

Domestic 72.6 73.9 62.8 68.4 85.3 86.6 70.2 81.3 -

External 7.4 7.9 6.8 6.8 7.9 7.9 6.5 14.7 -

Foreign holding of govt. securities (% total) 0.0 0.1 0.1 0.0 0.1 0.1 0.1 1.5 -

Total External debt 12.3 14.8 13.2 13.6 17.3 18.1 16.3 37.6 -

in USDbn 39.9 48.1 46.1 47.8 53.4 55.8 60.2 67.3 -

Short-term (% of total) 7.4 5.4 6.1 9.3 12.8 12.6 13.2 17.7 -

General  (pavg)

IP (% YoY) 1.0 -5.5 -3.5 -6.8 -9.7 -15.3 -9.9 1.8 17.4

Unemployment rate (%) 12.8 12.7 12.8 12.8 12.7 12.5 12.6 12.4 12.0

Tourist arrivals (% YoY) 6.9 9.3 -5.0 -28.9 -46.5 -55.1 -42.8 -18.3 51.0

Total Suez canal reciepts (% YoY) 1.8 -4.0 -7.8 -6.1 -0.5 -3.4 -4.1 -5.1 -2.9

Financial markets (%, eop)

CBE O/N deposit rate (Policy rate) 8.75 8.75 8.75 9.25 10.75 11.75 11.75 14.75 14.75

CBE O/N lending rate 9.75 9.75 9.75 10.25 11.75 12.75 12.75 15.75 15.75

CBE Discount rate 9.25 9.25 9.25 9.75 11.25 12.25 12.25 15.25 15.25

O/N interbank rate 8.88 8.91 8.83 9.78 10.89 11.98 11.84 14.97 15.69

10y government bond yield 14.45 14.65 15.10 15.54 17.15 17.97 17.50 17.15 17.42

EGP/USD (pavg) 7.51 7.63 7.82 7.89 8.05 8.88 8.88 14.47 17.80

EGP/USD (eop) 7.63 7.64 7.83 7.83 8.88 8.87 8.88 18.13 18.05

JP Morgan REER (CPI based) (2010=100) 115.70 115.43 116.54 121.40 121.59 111.98 117.06 87.28 71.66

 
* Core CPI is excluding prices of fruits, vegetables and regulated items 
** Annual FY data 
Source: CAPMAS, CBE, MinFin, Deutsche Bank 
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be suitable for all investors and investors must make their own informed investment decisions. Prices and availability of 
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price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's 
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indicative of future results. Unless otherwise indicated, prices are current as of the end of the previous trading session, 

and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank, 

subject companies, and in some cases, other parties. 
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Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise 

to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash 

flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a 

loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the 
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also important to acknowledge that funding in a currency that differs from the currency in which coupons are 

denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to 

the risks related to rates movements.  

 

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk. 

The appropriateness or otherwise of these products for use by investors is dependent on the investors' own 

circumstances including their tax position, their regulatory environment and the nature of their other assets and 

liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar 

to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can 

be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be 

incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable 
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numerous market factors, including world and national economic, political and regulatory events, events in equity and 

debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed 

exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are 

affected by the currency of an underlying security, effectively assume currency risk. 

 

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the 

investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at 

https://gm.db.com/equities under the "Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to 

review this information before investing.  

 

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and 

SIPC. Analysts located outside of the United States are employed by non-US affiliates that are not subject to FINRA 

regulations.  

 

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated 

in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under 

German Banking Law and is subject to supervision by the European Central Bank and by BaFin, Germany’s Federal 

Financial Supervisory Authority. 

 

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester 

House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the 

Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial 

Conduct Authority. Details about the extent of our authorisation and regulation are available on request.  

 

http://www.optionsclearing.com/about/publications/character-risks.jsp
https://gm.db.com/equities


5 June 2017 

Special Report: Egypt: Staying the course 

 

Deutsche Bank AG/London Page 17 

 

 

 

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch or Deutsche Securities Asia Limited.  

 

India: Prepared by Deutsche Equities India Pvt Ltd, which is registered by the Securities and Exchange Board of India 

(SEBI) as a stock broker. Research Analyst SEBI Registration Number is INH000001741. DEIPL may have received 

administrative warnings from the SEBI for breaches of Indian regulations. 

 

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial 

instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, 

Type II Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and risks 

involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by 

multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to 

losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional 

losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain categories 

of investment advice, products and services. Recommended investment strategies, products and services carry the risk 

of losses to principal and other losses as a result of changes in market and/or economic trends, and/or fluctuations in 

market value. Before deciding on the purchase of financial products and/or services, customers should carefully read the 

relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in 

this report are not registered credit rating agencies in Japan unless Japan or "Nippon" is specifically designated in the 

name of the entity. Reports on Japanese listed companies not written by analysts of DSI are written by Deutsche Bank 

Group's analysts with the coverage companies specified by DSI. Some of the foreign securities stated on this report are 

not disclosed according to the Financial Instruments and Exchange Law of Japan. Target prices set by Deutsche Bank's 

equity analysts are based on a 12-month forecast period. 

 

Korea: Distributed by Deutsche Securities Korea Co. 

 

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register 

Number in South Africa: 1998/003298/10).  

 

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles 

Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters 

arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who 

is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and 

regulations), they accept legal responsibility to such person for its contents. 

 

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should 

independently evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank 

research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without 

written consent. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and 

is not to be construed as a recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited, 

Taipei Branch may not execute transactions for clients in these securities/instruments.  

 

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre 

Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall 

within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower, 

West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related 

financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre 

Regulatory Authority. 

 

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, 

any appraisal or evaluation activity requiring a license in the Russian Federation. 

 

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the 

Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall 

within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya 

District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi Arabia.  



5 June 2017 

Special Report: Egypt: Staying the course 

 

Page 18 Deutsche Bank AG/London 

 

 

 

 

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated 

by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services 

activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 

International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been 

distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as 

defined by the Dubai Financial Services Authority. 

 

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product 

referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please 

refer to Australian specific research disclosures and related information at 

https://australia.db.com/australia/content/research-information.html  

 

Australia and New Zealand: This research is intended only for "wholesale clients" within the meaning of the Australian 

Corporations Act and New Zealand Financial Advisors Act respectively. 

 

Additional information relative to securities, other financial products or issuers discussed in this report is available upon 

request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written consent. 

Copyright © 2017 Deutsche Bank AG 

  

https://australia.db.com/australia/content/research-information.html


  

 

 

 

 

David Folkerts-Landau 
Group Chief Economist and Global Head of Research 

 

Raj Hindocha 
Global Chief Operating Officer 

Research 

Michael Spencer 
Head of APAC Research 

Global Head of Economics 

Steve Pollard 
Head of Americas Research 

Global Head of Equity Research 

 

Anthony Klarman 
Global Head of 
Debt Research 

Paul Reynolds 
Head of EMEA 

Equity Research 

Dave Clark 
Head of APAC 

Equity Research 

Pam Finelli 
Global Head of 

Equity Derivatives Research 

 

  Andreas Neubauer 
Head of Research - Germany 

Stuart Kirk 
Head of Thematic Research 

  

  
International Locations 

Deutsche Bank AG 

Deutsche Bank Place 

Level 16 

Corner of Hunter & Phillip Streets 

Sydney, NSW 2000 

Australia 

Tel: (61) 2 8258 1234 

Deutsche Bank AG 

Große Gallusstraße 10-14 

60272 Frankfurt am Main 

Germany 

Tel: (49) 69 910 00 

Deutsche Bank AG 

Filiale Hongkong 

International Commerce Centre, 

1 Austin Road West,Kowloon, 

Hong Kong 

Tel: (852) 2203 8888 

Deutsche Securities Inc. 

2-11-1 Nagatacho 

Sanno Park Tower 

Chiyoda-ku, Tokyo 100-6171 

Japan 

Tel: (81) 3 5156 6770 

 

Deutsche Bank AG London 

1 Great Winchester Street 

London EC2N 2EQ 

United Kingdom 

Tel: (44) 20 7545 8000 

Deutsche Bank Securities Inc. 

60 Wall Street 

New York, NY 10005 

United States of America 

Tel: (1) 212 250 2500 

   

  


