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Preface

I have the pleasure to present the Annual Report of the Central Bank of Egypt (CBE)
for FY 2019/2020. The Report highlights major domestic economic developments, in the
areas of economic growth, inflation, state budget, the balance of payments, and foreign
trade. It also sheds light on CBE's activities, along with the main monetary, credit, and
banking developments.

The following is a highlight of the key economic performance indicators of Egypt in
FY 2019/2020:

e Real GDP growth (at market prices) declined to 3.6 percent in the reporting year
(from 5.6 percent in FY 2018/2019), attributed to the lower contribution of domestic
demand. Concurrently, unemployment rose to 9.6 percent in Q4 (April/June) of the
reporting year, from 7.5 percent in the corresponding quarter a year earlier. Real GDP
growth (at factor cost) reached 2.5 percent in the reporting year (against 5.1 percent
in the year of comparison).

e Through its successful management of the monetary policy, the CBE has contained
the inflationary pressures on the demand side and the secondary effects of supply
shocks. Accordingly, the MPC decided in its three consecutive meetings held on (22
August, 26 September, and 14 November 2019) to cut the CBE’s key interest rates
by 350 bps. In light of the global developments and conditions, the outbreak of
COVID-19, and the consequent move to preserve the gains achieved by the Egyptian
economy since the launch of the national economic reform program, along with the
proactive steps usually taken by the CBE in such exceptional circumstances, the MPC
decided in its unscheduled meeting held on Monday 16 March 2020, to cut the
interest rates by 300 bps. This brought the overnight deposit rate, the overnight
lending rate, the rate of the main operation and the discount rate to 9.25 percent,
10.25 percent, 9.75 percent, and 9.75 percent, in order. In its meetings held on 2
April, 14 May, and 25 June 2020, the MPC decided to keep the key policy rates
unchanged as they were deemed appropriate and consistent with achieving the
inflation target.

e Net international reserves (NIRs) achieved a record increase, exceeding US$
45.5 billion at the end of February 2020, for the first time in the history of Egypt,
thereby managing to absorb the shock of global markets and to withstand the most
severe global crisis represented in COVID-19 pandemic. However, NIRs retreated
by US$ 6.3 billion or 14.2 percent in the reporting year, reaching US$ 38.2 billion at
the end of June 2020 and covering 7.3 months of merchandise imports.
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e Transactions of the Egyptian economy with the external world unfolded an
overall BOP deficit of US$ 8.6 billion in FY 2019/2020, as the current account deficit
was almost stable in the reporting year (the second half of which witnessed the
negative repercussions of COVID-19 pandemic). Accordingly, the current account
deficit slightly rose to US$ 11.2 billion (from US$ 10.9 billion a year earlier). This
result outperformed all the expectations that a strong shock would hit the current
account of most countries, including Egypt. However, the noticeable improvement
in the non-oil trade balance and the rise in unrequited current transfers contributed to
alleviating the effect of this shock on the Egyptian economy.

As for financial transactions, the impact of the COVID-19 crisis was strongly
reflected on capital movements worldwide, which led to the exit of huge financial
flows from the global financial markets. Nevertheless, the capital and financial
account of Egypt’s BOP unfolded a net inflow of US$ 5.4 billion, which helped
alleviate the overall BOP deficit.

e According to the state budget figures for FY 2019/2020, the overall deficit as a
percentage of GDP declined to 7.9 percent (from 8.2 percent in the preceding FY).
Additionally, a primary surplus of LE 105.6 billion (1.8 percent of GDP) was
registered in the reporting year, against a primary surplus of about LE 103.1 billion
(2.0 percent of GDP) in the previous FY. This reflects the positive impact of the
structural reforms and measures taken under the economic reform program launched
three years ago, and the proactive policies adopted to face the repercussions of the
novel COVID-19 pandemic.

e The domestic public debt/GDP increased to 81.5 percent at end of June 2020, from
80.5 percent at end of June 2019. Likewise, the gross domestic debt of the
government/GDP hiked to 71.5 percent, from 70.1 percent.

e Standard & Poor's, in two successive reports (April and November 2020), kept
Egypt's credit rating at B with a stable outlook (maintaining as such the same level
of May 2018); despite the repercussions of the global outbreak of the COVID-19,
and the S&P's expectations of a sharp decline in the Egyptian economy. This reflects
the continuous confidence of international institutions especially the credit ratings
institutions in the stability and solidity of the Egyptian economy, as well as its ability
to positively handle the repercussions of COVID-19 and to overcome all external and
internal subsequent shocks.
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During the preparation of this Report, Fitch also affirmed Egypt's rating at B+ in July
2020, with a stable outlook. The rating is supported by Egypt’s recent track record of
fiscal and economic reforms, the improvement in macroeconomic stability and
external finances, as well as policy commitment to furthering the reform program,
and ready availability of fiscal and external financing in the face of COVID-19
pandemic. Fitch also noted that the economic reforms in recent years have provided
Egypt with a degree of flexibility to weather the shock and repercussions of this
pandemic.

Likewise, Moody's kept Egypt’s rating unchanged at B2 with a stable outlook in
September 2020, adding that the indicators that measure Egypt’s creditworthiness
have proven “broadly resilient” to external financing shocks despite high exposure.
Moody’s noted that the resilience of the Egyptian economy, which kept Egypt’s
rating unchanged, puts it on track for an upgrade by the ratings agency pending “a
marked improvement in debt affordability and reduction in gross financing needs”.

In the end, I would like to thank all the staff of the CBE and the banking system as a
whole, for their efforts and commitment to the advancement and progress of the Egyptian
economy. May God guide us to achieve prosperity and welfare for our dear country.

Governor

Tarek Hassan Amer
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Main Indicators of the Performance of Egyptian Economic Sectors

Fiscal Year
2018/2019 | 2019/2020

Real Sector
Real GDP growth rate at factor cost (%), of which: 5.1 25

Share of the private sector (percentage point) 3.5 1.3
Real GDP growth rate at market prices (%), of which: 5.6 3.6

Share of private consumption (percentage point) 0.8 5.9

Share of public consumption (percentage point) 0.3 0.6

Share of capital formation (percentage point) 2.2 -3.7

Share of net external demand (exports of goods and services

less imports of goods and services) (percentage point) 2.3 0.8
CPI inflation (urban) (%) 9.4 5.6
PPI inflation (%) 3.0 -7.1
Financial & Monetary Sector
Domestic liquidity growth rate (M2) (%) 11.8 17.5
Growth rate of time and saving deposits in local currency (%) 16.1 253
Growth rate of foreign currency deposits (%) -0.3 -6.7
Foreign currency deposits/ Total deposits (dollarization rate) (%) 21.2 16.9
Net claims on the government /Total credit (%) 63.8 66.8
Private business sector credit/ Total credit (%) 22.8 20.8
Household sector credit/ Total credit (%) 9.1 9.2
Public business sector credit/ Total credit (%) 43 3.2
Change in net claims on the government/Change in total credit (%) 60.6 77.7
Change in private business sector credit/Change in total credit (%) 19.7 13.4
Change in household sector credit/ Change in total credit (%) 19.1 9.5
Change in public business sector credit/ Change in total credit (%) 0.6 -0.6
Net international reserves (US$ mn) at end of the period 44481 38176
NIR in months of merchandise imports 8.0 7.3
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Main Indicators of the Performance of Egyptian Economic Sectors

(contd.)

Fiscal Year
2018/2019 | 2019/2020

Banks’ Financial Soundness Indicators (IFSIs). of which:

Capital adequacy ratio (including the capital conservation buffer) (%) 17.7 20.1%
Non-performing loans/Total loans (%) 4.2 3.9%
Loan provisions/ Non-performing loans (%) 97.6 97.2%
Return on average assets™ (%) 1.8 1.8
Return on average equities® (%) 234 234

External Sector

Trade Balance/GDP (%) (12.6) (10.1)
Services Balance/ GDP (%) 4.3 2.5
FDI in Egypt (net)/GDP (%) 2.7 2.1
Net transfers/ GDP (%) 8.3 7.7
External Debt

External debt/ GDP (end of June) (%) 36.0 34.1
Short-term external debt/Total external debt (end of June) (%) 10.2 8.8
External debt service/Exports of goods and services (%) 25.5 36.1
External debt service/Current receipts (%) 17.0 225

Public Finance

Revenues/GDP (%) 17.9 16.7
Expenditures/GDP" (%) 26.1 24.6
Total wages/Total public revenues” (%) 28.2 29.6
Primary balance™/GDP" (%) 2.0 1.8

Overall balance/GDP" (%) -8.2 -7.9
Gross domestic public debt/GDP (%) 80.5 81.5

* According to the position in the last approved FY 2019. The fiscal year ends on June 30 for public sector banks and on
December 31 for other banks - Audited financial statements (including the bank's branches abroad).

Source: Ministry of Finance

+ .. .
It represents the overall balance after excluding interest payments from total expenditures.
X June 2020
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Executive Summary

The Annual Report for FY 2019/2020 displays the CBE’s activity and the main
monetary, credit and banking developments at the domestic level. It also sheds light on
major macroeconomic developments, including economic growth, inflation, state budget,
balance of payments, and foreign trade.

Real GDP growth at market prices declined to 3.6 percent in FY 2019/2020 (from
5.6 percent a year earlier). On the demand side, the decline in real GDP growth reflects
the lower contribution of domestic demand (2.8 percentage points against 3.3 percentage
points). On the supply side, real GDP growth at factor cost recorded 2.5 percent. The key
sectors which contributed to this growth were wholesale & retail trade, the general
government, real-estate activities, communications, and agriculture.

Investments (at current prices) totaled LE 796.4 billion in the reporting year, down
by 16.9 percent, compared with LE 957.8 billion in the preceding FY.

As for the monetary policy and exchange rate, the CBE continued to pursue price
stability, as the ultimate objective of the monetary policy, by working to bring inflation
to such an appropriate and stable level, so as to help build confidence, stimulate
investment and spur economic growth to targeted levels. The MPC's decisions in its ten
meetings during the reporting year were consistent with the inflation developments and
the MPC's inflationary pressure forecasts. The tight monetary policy adopted by the CBE
managed to contain the inflationary pressures on the demand side and the secondary
effects of supply shocks. Accordingly, the MPC decided in its first meeting held on 11
July 2019 to keep the overnight deposit and lending rates unchanged at 15.75 percent and
16.75 percent, respectively. Also, the rate of CBE's main operation and the discount rate
were also kept unchanged at 16.25 percent each. As the annual headline and core inflation
rate continued to decline to record 8.7 percent and 5.9 percent, in order, in July 2019, the
MPC decided in its meetings on 22 August, 26 September, and 14 November 2019 to
cut the key interest rates by a total of 350 bps. Later on, in its two meetings on 16 January
and 20 February 2020, the MPC judged that the current policy rates are appropriate and
consistent with achieving the inflation target of 9 percent (= 3 percent) in Q4 2020.
Accordingly, the MPC decided to keep the key policy rates unchanged.

In light of the global developments and conditions, as well as the COVID-19
outbreak and the consequent move to preserve the gains achieved by the Egyptian
economy since the launch of the national economic reform program, along with the
proactive steps usually taken by the CBE in exceptional circumstances, the MPC decided
in an emergency meeting held on Monday, March 16, 2020 to cut the key interest rates
by 300 bps. Later on, the MPC judged in its meetings held on April 2, May 14, and June
25, 2020 that the current interest rates are appropriate and decided to keep the overnight
deposit and lending rates, the rate of the CBE’s main operation and the discount rate
unchanged at 9.25 percent, 10.25 percent, 9.75 percent and 9.75 percent, respectively.
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Turning to the main monetary and credit developments in FY 2019/2020, reserve
money rose by LE 171.5 billion or 25.1 percent in the reporting year (against a decline of
LE 32.3 billion or 4.5 percent in the preceding FY), to stand at LE 855.6 billion at end of
June 2020. Domestic liquidity grew by LE 675.2 billion or 17.5 percent in the reporting
year (against LE 409.3 billion or 11.8 percent a year earlier) ending the year at LE 4538.8
billion (78.0 percent of GDP for FY 2019/2020).

As regards banking developments, and in the context of applying the standards of
the Basel Committee on Banking Supervision (BCBS), and the precautionary measures
taken by the CBE to alleviate the financial and economic repercussions resulting from
COVID-19 crisis and to enable banks to use some financial buffers that were previously
created to counter the concentration risks in credit portfolios, the CBE’s BoD decided in
its meeting on April 12, 2020 to exempt banks from the application of the concentration
limits on banks’ credit portfolios calculated for the top 50 clients and their related parties
for one year from the date of issuing the decision. In the meantime, banks shall continue
to apply the requirements of the individual and sectoral credit concentrations set forth in
the instructions on management of concentration risks under the second pillar of Basel
Accord.

Hereunder are the main supervisory regulations issued by the CBE during the
reporting year and beyond:

1. Extending the duration of the tourism support initiative and retail loans for
individuals working in the tourism sector for a period of one year until the end
of December 2020.

2. Obligating banks to establish an independent financial inclusion department to
internally coordinate between the bank’s departments, on the one hand, and the
CBE, on the other hand, with regard to financial inclusion. The minimal level of
tasks assigned to this department was set to include developing a medium-term
strategy (3-5 years) to achieve financial inclusion provided that it is approved by
the bank’s BoD or who acts on its behalf in the bank’s foreign branches.

3. Taking a number of precautionary and preemptive measures and procedures to
offset the impact of COVID-19, ensure business continuity, and meet customers’
needs.

4. Deferring all credit dues for customers whether corporates or individuals
(including consumer loans and mortgage loans for personal housing) or SMEs
for a period of 6 months without imposing any late interest fees or additional
fines for late payments, provided that the customer is clearly informed of the
additional cost incurred due to the deferment.

5. Undertaking a number of measures to reduce cash transactions and facilitate the
use of electronic payment means and tools.
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6. Exempting banks for one year from calculating the additional risk weights of the
regulatory capital on the amount of total credit loans granted to the top 50 clients
and their related parties when they exceed 50 percent of the bank’s credit
portfolio.

The financial position of banks operating in Egypt (excluding the CBE) increased
by LE 891.5 billion or 16.2 percent in FY 2019/2020 (against a rise of LE 436.2 billion
or 8.6 percent in the previous FY), reaching LE 6408.3 billion at end of June 2020.

Moving to banks' financial soundness indicators, capital adequacy ratio at banks,
including the capital conservation buffer, registered 20.1 percent at end of June 2020
(against an established mandatory minimum ratio of 12.5 percent). The leverage ratio
reached 7.6 percent, against the 3.0 percent mandatory ratio effective as of 2018. Return
on average assets registered 1.8 percent, return on average equities 23.4 percent, and net
interest margin 4.1 percent for FY 2019 (according to the latest audited financial
statements). The ratio of non-performing loans and facilities to total loans and facilities
reached 3.9 percent at end of June 2020, against 4.2 percent a year earlier. Loans and
facilities provisions/non-performing loans and facilities registered 97.2 percent, against
97.6 percent.

The payment systems and information technology (IT) sector witnessed a
number of developments in FY 2019/2020. The CBE has launched an initiative to roll out
more ATMs in all governorates no later than December 2021. In addition, the CBE has
issued several supervisory regulations to counter the repercussions of COVID-19 crisis,
which aim at promoting the use of electronic payment tools and reducing cash
transactions. In order to achieve those goals, the CBE incurred a huge budget estimated at
hundreds of million pounds. These regulations were mainly as follows: cancelling all fees
and commissions applied on cash withdrawal from ATMs for 6 months, cancelling fees
applied on e-payment cards and mobile wallets for 6 months, raising the maximum limits
of mobile wallets, issuing contactless cards free of charge for 6 months, allowing clients
to register for online banking services without the need to visit the bank, launching the e-
payment initiative, and disbursing the temporary worker subsidy through banking cards
and mobile wallets. Also, a number of procedures have been taken to prepare the
infrastructure of the CBE premises and to ensure the CBE’s readiness to handle
emergency and business continuity.

The Egyptian Exchange has introduced the EGX 30 TR index in August 2019 to
cover the top 30 companies in terms of liquidity and activity that are weighted by the
adjusted free floated market capitalization. The index has been computed as of February
2009. Also, the equally weighted index EGX 70 EWI was launched in February 2020 to
replace the EGX 70 index. The new index measures the performance of the top 70
companies in terms of liquidity and activity after excluding the constituents of EGX 30.
The index was calculated with a base date of January 2008. Moreover, the equally
weighted index EGX 100 EWI was launched in May 2020, replacing the EGX 100 index.
The index tracks the performance of the top 100 companies in terms of liquidity and
activity and includes the constituents of EGX 30 and EGX 70 EWI. The index has been
computed as of January 2006.
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As of January 2020, the Egyptian Exchange has launched new sectoral indices for
listed companies with the aim of developing the capital market. EGX started calculating
the indices for each sector with a base date of 1 February 2019.

As for the performance of EGX, it witnessed a decline in all indices, except for EGX
70 EWI and the NILEX. Its benchmark index (EGX 30) decreased in the reporting year
by 23.7 percent to 10764.6 points at end of June 2020. Also, EGX 30 Capped fell by 27.7
percent to 12570.7 points at end of June 2020 and EGX 30 TR dropped by 20.5 percent
to 4118.9 points. Similarly, EGX 50 EWI and EGX 100 EWI decreased by 17.7 percent
and 1.6 percent, in order, to stand at 1731.8 points and 2245.6 points at end of June 2020.

On the other hand, EGX 70 EWI went up by 10.7 percent to stand at 1451.3 points
at end of June 2020. Moreover, the NILEX index, which reflects the activity of small and
medium enterprises listed on the Nile Stock Exchange, recorded an increase of 67.4
percent, to reach 749.2 points at end of June 2020.

As for the forex market, the weighted average of the US dollar interbank rate
amounted to LE 16.1384 at end of June 2020 (compared with LE 16.7057 at end of June
2019), with a 3.5 percent rise in the value of the Egyptian pound in FY 2019/2020. The
weighted average of the US dollar posted LE 15.7321 at end of December 2020, with the
Egyptian pound gaining 2.6 percent in July/Dec. of FY 2020/2021.

Net international reserves (NIR) at the CBE declined by US$ 6.3 billion or 14.2
percent in FY 2019/2020, to end the year at US$ 38.2 billion, covering 7.3 months of
merchandise imports.

The BOP ran an overall deficit of US$ 8.6 billion in FY 2019/2020, mainly due to
the retreat in the net inflow of the capital and financial account to register only US$ 5.4
billion (versus US$ 10.9 billion) which is not sufficient to cover the current account deficit
of US$ 11.2 billion.

The current account deficit relatively stabilized at US$ 11.2 billion or 3.1 percent
of GDP (against US$ 10.9 billion or 3.6 percent of GDP), with a slight rise of just 2.5
percent. This came as a result of the drop in the services surplus by 31.2 percent and the
increase in investment income deficit by 3.1 percent. However, this was mitigated by
the decrease in non-oil trade deficit by 5.3 percent and the pickup in the net unrequited
current transfers by 10.2 percent.

The capital and financial account unfolded a net inflow of US$ 5.4 billion (nearly
half of the capital and financial account realized in FY 2018/2019 which amounted to US$
10.9 billion). The shift of the foreign portfolio investment in Egypt from a net inflow in
the previous FY to a net outflow in FY 2019/2020 accounted for the bulk of this decrease,
followed by the decline of the net foreign direct investment in Egypt.
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Turning to the fiscal policy, the figures of the state budget (administrative system,
local administration, and service authorities) released by the Ministry of Finance for FY
2019/2020 showed that total revenues picked up by LE 33.5 billion or 3.6 percent to LE
975.4 billion (16.7 percent of GDP). Total expenditures also increased by LE 64.8
billion or 4.7 percent to LE 1434.7 billion (24.6 percent of GDP). Accordingly, the cash
deficit posted LE 459.3 billion or 7.9 percent of GDP. By adding the net acquisition of
financial assets to the cash deficit, the overall budget deficit would increase by LE 32.8
billion (relative to the previous fiscal year), to stand at LE 462.8 billion. However, the
overall deficit/GDP ratio fell to 7.9 percent (from 8.2 percent in the previous FY).
Additionally, the year registered a primary surplus of LE 105.6 billion (1.8 percent of
GDP), against a primary surplus of LE 103.1 billion or 2.0 percent of GDP a year earlier.
This reflects the effect of the structural reforms and measures taken under the economic
reform program that has been implemented three years ago, as well as the proactive steps
taken to counter the repercussions of COVID-19 pandemic.

Gross domestic public debt amounted to LE 4742.1 billion at end of June 2020
(compared with LE 4282.1 billion at end of June 2019). Its ratio to GDP rose to 81.5
percent (from 80.5 percent). The debt balance consists of the sum of net debt of the
government, net debt of public economic authorities, and that of the National Investment
Bank (NIB), minus the intra-debt of public economic authorities and the government to
NIB.

Government debt (domestic and external) totaled LE 5278.2 billion at end of June
2020, up by 12.7 percent during FY 2019/2020.

The stock of external debt denominated in US dollar registered US$ 123.5 billion
at end of June 2020, up by US$ 14.8 billion relative to the end of June 2019. This rise
was an outcome of the increase in net disbursements of loans & facilities by US$ 15.4
billion, and the depreciation of most currencies of borrowing versus the US dollar by

US$ 0.6 billion.

Concerning the indicators of external debt in Egypt, ratios are still within safe
limits, according to the IMF and World Bank classification. Compared to peer regional
country groups at end of June 2020, external debt as a percentage of GDP reached 34.1
percent (48.7 percent for Latin America and the Caribbean and 47.5 percent for the
Middle East and Central Asia). Short-term external debt to total external debt
represented 8.8 percent (14.2 percent for Latin America and the Caribbean and 21.3
percent for the Middle East and Central Asia). Debt service/exports of goods and
services represented 36.1 percent in the year ending June 2020 (46.4 percent for Latin
America and the Caribbean and 23.1 percent for the Middle East and Central Asia).
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Chapter 1
Central Bank of Egypt

1/1 - Monetary Policy

As the ultimate objective of the monetary policy is price stability, the CBE strives to
bring inflation to an appropriate and stable level conducive to building confidence,
stimulating investment and achieving the targeted economic growth.

The CBE adopted the overnight interbank interest rate as the operational target of the
monetary policy, by applying a framework based on the corridor system, within which the
ceiling is the overnight interest rate on lending from the Bank and the floor is the overnight
deposit interest rate at the Bank.

Hereunder are MPC’s decisions in FY 2019/2020

The MPC's decisions in its ten periodic meetings in the reporting year were consistent
with the inflation developments and the MPC's inflationary pressure forecasts. The tight
monetary policy adopted by the CBE managed to contain the inflationary pressures on the
demand side and the secondary effects of supply shocks. Accordingly, in its first meeting
on 11 July 2019, the MPC decided to keep the overnight deposit and lending rates
unchanged at 15.75 percent and 16.75 percent, respectively. The rate of the CBE's main
operation and the discount rate were also maintained at 16.25 percent, each.

As the annual headline and core inflation continued to decline to record 8.7 percent
and 5.9 percent, in order, in July 2019, the MPC decided in its second meeting on 22
August 2019 to cut the overnight deposit and lending rates by 150 bps to 14.25 percent
and 15.25 percent, respectively. Also, the rate of the CBE's main operation and the
discount rate were cut by 150 bps to 14.75 percent for each. The Committee judged that
this reduction is consistent with the current interest rates to contain the inflationary
pressures and achieve the inflation target of 9 percent (= 3%) in 2020 Q4 and price stability
over the medium-term.

Real GDP increased to record 5.7 percent in 2019 Q2 (versus 5.6 percent in FY
2018/2019), the highest in eleven years. Meanwhile, the unemployment rate continued to
decline to record 7.5 percent in 2019 Q2, thereby narrowing by almost 6 percentage points
from its peak of 13.4 percent in 2013 Q4. Annual headline and core inflation declined to
record 7.5 percent and 4.9 percent in August 2019, respectively, supported by the ongoing
containment of inflationary pressures. Against these developments, the MPC decided in
its third meeting on 26 September 2019 to cut the overnight deposit and lending rates by
100 bps to 13.25 percent and 14.25 percent, respectively. Also, the rate of the CBE's main
operation and the discount rate were cut by 100 bps to 13.75 percent for each.
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Annual headline inflation rate continued to decline to record 4.8 percent in
September 2019 and 3.1 percent in October 2019, the lowest rate since December 2005.
Real GDP growth stabilized at 5.6 percent in 2019 Q3, after recording 5.6 percent in FY
2018/2019, the highest growth since FY 2007/2008. The contribution of real output
growth by the private sector witnessed an increase in 2019 Q2, for the first time since
2017 Q2, and private domestic demand has been picking up, contributing to the stability
of economic growth supported by the continued decline of the unemployment rate to 7.5
percent in 2019 Q2. Against this background, the MPC decided in its fourth meeting on
14 November 2019 to cut the overnight deposit and lending rates by 100 bps to 12.25
percent and 13.25 percent, respectively. Also, the rate of the CBE's main operation and
the discount rate were cut by 100 bps to 12.75 percent for each.

Against this background, and following the cumulative reduction of 350 bps over the
previous three MPC meetings, the MPC judged that the current policy rates remain
appropriate at this juncture and consistent with achieving the inflation target of 9 percent
(£3%) in 2020 Q4. Thus, the MPC decided in its fifth and sixth meetings on 16 January
and 20 February 2020 to keep the overnight deposit and lending rates unchanged at 12.25
percent and 13.25 percent, respectively. Also, the rate of the CBE’s main operation and
the discount rate were kept unchanged at 12.75 percent for each.

In light of the global developments and conditions following the COVID-19 outbreak
and the consequent move to preserve the gains achieved by the Egyptian economy since
the launch of the national economic reform program, along with the proactive steps
usually taken by the CBE in such exceptional circumstances, the MPC decided in an
unscheduled meeting held on Monday, March 16, 2020 to cut the overnight deposit and
lending rates and the rate of the CBE’s main operation by 300 bps to 9.25 percent, 10.25
percent, and 9.75 percent, respectively. The discount rate was also cut by 300 bps to 9.75
percent.

Against this background, and following the reduction of 300 bps in the policy rates
to contain the expected negative effect of COVID-19 outbreak, real GDP for FY
2019/2020 registered 3.8 percent and the unemployment rate rose to 9.2 percent in April
2020 (against 7.7 percent in 2020 Q1) according to preliminary data. Accordingly, the
MPC decided in its eighth, ninth, and tenth meetings held on April 2, May 14, and June
25, 2020, to keep the overnight deposit and lending rates and the rate of the CBE’s main
operation unchanged at 9.25 percent, 10.25 percent, and 9.75 percent, respectively. The
discount rate was also kept unchanged at 9.75 percent. The Committee judged that the
current policy rates remain appropriate at this juncture and consistent with achieving the
inflation target of 9 percent (£3%) in 2020 Q4 and price stability over the medium term.








