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S&P Global Egypt PMI™

Egypt PMI drops to 21-month low in March

Key findings
Activity and new orders decline sharply as
demand stutters

Ukraine war and pound devaluation drive input
prices higher

Business confidence falls to record low amid
inflation fears

The Egyptian non-oil economy suffered a strong decline in
business conditions in March, as an amplifying of inflationary
pressures on energy, food and raw materials amid the Russia-
Ukraine war led to sharp decreases in output and new orders.
At the same time, firms reduced their purchases of inputs
at the quickest pace in nearly two years, while employment
numbers fell for the fifth month running.

Despite cost burdens increasing, suppressed demand levels
meant that only a small proportion of firms raised their
selling charges. Furthermore, concerns around inflation
and demand over the coming year resulted in the weakest
outlook for future activity in the series history.

The headline seasonally adjusted S&P Global Egypt
Purchasing Managers’ Index™ (PMI™) — a composite gauge
designed to give a single-figure snapshot of operating
conditions in the non-oil private sector economy — posted at
46.5 in March, down from 48.1in February. The latest reading
indicated a solid decline in the health of the non-oil economy
that was the sharpest recorded since June 2020.

Data from sub-components of the PMI showed that non-oil
Egyptian firms suffered the worst declines in output, new
orders and stocks of purchases since the first wave of the
COVID-19 pandemic during March. Panellists indicated that
this often stemmed from a fall in client demand whichin turn
was driven by another common factor - prices.

Inflationary pressures escalated in a number of key areas,
including energy, food, fuel and raw materials, as firms found
that the Russia-Ukraine war amplified concerns of global
supply. Some companies added that import costs had risen
due to a devaluation of the Egyptian pound. Purchase prices
subsequently rose at a sharp pace that was much quicker
than February's seven month low, although remained below
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Data were collected 11-23 March 2022.

Comment

David Owen, Economist at S&P Global, said:

"The non-oil economy was clearly hit by the effects of
the Russia-Ukraine war during March, with firms often
seeing clients pull new orders back amid increased
prices and economic uncertainty. Output levels followed
suit with the sharpest fall since June 2020 during the
first global COVID-19 lockdown.

"The downturn was clearest to see in industrial sectors
such as manufacturing and construction, where
businesses and clients were more greatly exposed to
energy and material price rises due to the war. Wholesale
& retail firms were also hit by a sharp increase in food
prices, especially items where Egypt is particularly
exposed to import disruption - for instance, Egypt is the
largest global importer of wheat from both Russia and
Ukraine.

"While the 14% devaluation of the Egyptian pound on
21 March may provide some short term support for the
economy, it will also likely accelerate cost pressures.
Some firms have already seen a rise in import prices
which could constrain output and force a greater
increase in selling charges."
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recent highs as supply chain worries linked to the pandemic
continued to ease.

Egyptian firms reacted to higher prices and lower demand
by severely reducing their purchasing activity at the end of
the first quarter. More than a third of respondents reported
a decrease in input buying, marking the sharpest decline
in overall purchases for almost two years. Consequently,
inventories fell to the greatest extent since May 2020.

In contrast, price adjustments were much more limited as the
latest data pointed to only a modest upliftin selling charges.
While 23% of firms saw overall input costs tick higher, only
6% offset this by raising client fees, illustrating that weak
sales had partly stifled efforts to protect profit margins.

Worries over inflation and the Russia-Ukraine war meant
that hopes of future output growth were greatly depressed
in March. In fact, the outlook for activity in the year ahead fell
to the lowest level since this series began in April 2012.

With sales falling and confidence low, Egyptian businesses
cutjob numbers forthe fifth month in arow during March.The
rate of contraction was the quickest since last November, but
only modest. Despite this, as well as an overall lengthening
of delivery times, firms were able to reduce their backlogs of
work for a second straight month.
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If you prefer not to receive news releases from S&P Global, please email
katherine.smith@spglobal.com. To read our privacy policy, click here.

Survey methodology

The S&P Global Egypt PMI™ is compiled by S&P Global from responses to questionnaires
sent to purchasing managers in a panel of around 400 private sector companies. The panel
is stratified by detailed sector and company workforce size, based on contributions to GDP.
The sectors covered by the survey include manufacturing, construction, wholesale, retail and
services. Data were first collected April 2011.

Survey responses are collected in the second half of each month and indicate the direction
of change compared to the previous month. A diffusion index is calculated for each survey
variable. The index is the sum of the percentage of ‘higher’ responses and half the percentage of
‘unchanged’ responses. The indices vary between 0 and 100, with a reading above 50 indicating
an overall increase compared to the previous month, and below 50 an overall decrease. The
indices are then seasonally adjusted.

The headline figure is the Purchasing Managers’ Index™ (PMI). The PMI is a weighted average
of the following five indices: New Orders (30%), Output (25%), Employment (20%), Suppliers’
Delivery Times (15%) and Stocks of Purchases (10%). For the PMI calculation the Suppliers’
Delivery Times Index is inverted so that it moves in a comparable direction to the other indices.

Underlying survey data are not revised after publication, but seasonal adjustment factors may
be revised from time to time as appropriate which will affect the seasonally adjusted data
series.

For further information on the PMI survey methodology, please contact economics@ihsmarkit.
com.

Disclaimer

About S&P Global

S&P Global (NYSE:SPGI) S&P Global provides essentialintelligence. We enable governments,
businesses and individuals with the right data, expertise and connected technology so
that they can make decisions with conviction. From helping our customers assess new
investments to guiding them through ESG and energy transition across supply chains, we
unlock new opportunities, solve challenges and accelerate progress for the world.

We are widely sought after by many of the world’s leading organizations to provide credit
ratings, benchmarks, analytics and workflow solutions in the global capital, commodity
and automotive markets. With every one of our offerings, we help the world’s leading
organizations plan for tomorrow, today. www.spglobal.com.

About PMI

Purchasing Managers’ Index™ (PMI™) surveys are now available for over 40 countries and
also for key regions including the eurozone. They are the most closely watched business
surveys in the world, favoured by central banks, financial markets and business decision
makers for their ability to provide up-to-date, accurate and often unique monthly indicators
of economic trends. ihsmarkit.com/products/pmi.html.

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing,
transmitting or otherwise of any data appearing is not permitted without S&P Global’s prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content
or information (“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any
special, incidental, or consequential damages, arising out of the use of the data. Purchasing Managers’ Index™ and PMI™ are either registered trade marks of Markit Economics Limited or
licensed to Markit Economics Limited and/or its affiliates.
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