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M ain Highlights 

 

Egypt’s ongoing economic reform program is designed to put an end to years of economic 

mismanagement. Many countries that applied economic reform programs bore their fruits, however, 

the implementation of such programs is undeniably a double-edged sword which is not only 

accompanied by benefits but also some burdens that put pressure on the standard of living for the 

individual. International experiences in some countries undergoing similar process as Egypt, such as 

Jordan, Brazil, Indonesia, Malaysia, Tunisia and Morocco, indicate that their reform programs have 

had a significant effect on the rise in the average level of prices which impacted real incomes and 

reduced the purchasing power. In addition, public debt rates increased in some of those countries, 

especially during the initial stage of the implementation of these reforms. Nevertheless, the completion 

of these procedures led to stability in macroeconomic indicators and then started to achieve economic 

improvements like what happened in Brazil and Indonesia. Economic development drives the 

improvement of public services and the increase in investments which is consequently reflected on 

better standard of living through creating more jobs, raising incomes of citizens, purchasing power, 

consumption and production, as well as reducing inflationary pressures. For example, Brazil's fiscal 

control policies helped in reducing the state's budget deficit, which raised the country's credit rating 

and confidence in the economy. This was followed by a significant increase in direct investment flows 

and productivity, especially in the manufacturing, export and tourism sectors. These developments 

contributed to alleviate poverty levels, which the country of Brazil has been suffering from for a long 

time.International experiences indicate that any reform program must be accompanied by a number of 

important measures, which Egypt has endeavored to implement to maximize the desired impact of 

these reforms and to reduce the burdens that accompany them on the citizens, on top of which are the 

following: 

• There should be close cooperation between the fiscal policy represented by the Ministry of 

Finance and monetary policy represented by the Central Bank to avoid inflationary pressures 

and strongly face them. In this regard, a `joint committee between the Ministry of Finance and 

the Central Bank of Egypt has been established in order to meet monthly to ensure full 

coordination between the objectives of fiscal and monetary policies, 

• The reform should be accompanied by laws that encourage investment and empower both 

youth and women, 

• There should be a geographically distributed investment and manufacturing plan, 

• The fiscal policy should be targeting inflation and debt reduction due to their significant impact 

on the reduction of price levels, 
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• Reorienting spending from subsidies to improving the level of public services, major 

development projects, education, health, and strengthening social protection programs, such as 

the "Bolsa Familia Program" in Brazil, a type of conditional cash transfer program in which 

Egypt expanded under the name of Takaful and Karama. 

  

The main driver of the recent financial reforms in Egypt was to find radical solutions rather than 

painkillers to solve problems inherited by the Egyptian economy in recent years as there is no time to 

postpone these reforms. In addition, the reform program should be implemented for a number of 

important reasons, on top of which the completion of the reforms that have been initiated since 2016 

and supported by all international institutions so that future generations will not bear the burden of 

debt, as well as keeping pace with the global changes affecting the state budget such as the increase in 

global energy prices, which have been tamed through the applied economic reform measures. On the 

other hand, the government is keen to weaken the burden of reform measures on a large segment of 

citizens and to pursue constant market control, as well as increasing awareness about the indirect 

impact of pricing reforms on reducing consumption and on all sectors, and the contribution of the 

sectors benefiting from the subsidies, which helps in controlling the markets. 

 

In a related context, it is planned in the 2018/2019 budget to continue the plan of re-prioritize public 

expenditure to achieve more financial savings in the medium term to allow the distribution of the fruits 

of growth among all segments, and to lead the private sector towards growth to fill the gap in the 

increase in the workforce, which will be eliminated through public expenditure on economic and 

social development projects to improve public services, especially railways and metro lines, roads and 

bridges, sanitation, expansion of natural gas and electricity supply lines, in addition to the 

implementation of national developmental projects aimed at creating new communities and prospects, 

which contributes to improving the standard of living of citizens. 

 

International Reports praising the Egyptian economic performance: 

• For the first  t ime since 2013, S&P Global Ratings raised its long-term foreign and local 

currency sovereign credit ratings on Egypt to "B" from "B-" with a stable outlook. S&P 

referred to Three main reasons behind this improvement  as follows: 

o Flourishing economic activity. The report  praised the increase in economic 

growth, and declining unemployment  rates in Egypt . Addit ionally, it  highlighted 

that  economic st ructure has been balanced, due to the posit ive contribut ion of 

investments and net  exports to drive economic growth, in a new t rend after 

consumpt ion was known to be the main catalyst  for growth in recent  years. S&P 

rose Egypt 's economic growth est imates for the next  four years (2018-2021) to 5.4 

percent , up from 4.4 percent , driven by the improvements in economic indicators 

achieved during the first  half of the current  fiscal year. On the Top of which comes 

the improvements in Natural gas, tourism, manufacturing, and construct ion 

sectors (most  notably the increase in infrast ructure spending on roads, and mega 

projects such as the new Administ rat ive Capital, and the new Suez Canal). 

o S&P praised fiscal consolidation measures adopted by the Egyptian government 

during the previous period namely energy subsidy rat ionalizat ion, Value Added 

Tax implementat ion and issuing the Civil Service Law for public employees. The 

company highlighted that  those measures has helped the government  to achieve 

fiscal consolidat ion despite of the challenges faced the Egypt ian economy at  that  

t ime represented by highly depreciated exchange rate, increased interest  rates, 

and high cost  of debt . And it  was added that  in order to achieve fiscal sustainability 
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during the coming period the government  has to focus on reducing debt , and debt  

service levels, through rat ionalizing energy subsidies, improving tax collect ion and 

administ rat ion, and boost ing economic act ivity and to achieve further high growth 

rates. 

o Declining pressures on the External sector. S&P emphasized that  Exchange rate 

liberalizat ion has helped improve Egypt 's t rade compet it iveness. M eanwhile,  

tourism sector has been on an upward t rend, with expectat ions to further increase 

due to increased Russian tourists. S&P also referred to an expected increase in 

domest ic natural gas product ion from Zohr field, and which would contribute to a 

reduct ion in gas imports. M oreover, it  was highlighted that  total remit tances has 

been not iced to increase notably during the period July 2017 - February 2018 by 

$3.4 billion (24.1 percent  growth) to register a new record level of about  $17.3 

billion. And it  was expected that  further improvements would be seen during the 

coming period in light  of the abolit ion of rest rict ions on capital movements; 

thereby, st rengthening foreign reserves in the medium term. 

• The International M onetary Fund (IM F) in the latest edition of the "Regional Economic 

Outlook: M iddle East, North Africa, Afghanistan and Pakistan" highlighted the 

improvement  in growth prospects of Egypt , where the increased confidence cont inues to 

boost  consumpt ion and private investment , in addit ion to the increase in exports and 

tourism. The IM F also confirmed its forecast for Egypt's GDP to rise to 5.2 percent in 

fiscal year 2018, compared to 4.2 percent  last  year, and this growth is expected to 

accelerate in 2019 to record 5.5 percent , supported by the expected increase in natural 

gas product ion. 

• The European Bank for Reconstruction and Development (EBRD) raised its forecast for 

Egypt's economic growth in the current fiscal year to 5.3 percent, which is an increase of 

0.8 percent , compared to its previous year forecast  of 4.5 percent . The Bank expects 

growth in the next  fiscal year, which starts in early July, to rapidly increase to 5.5 percent  

supported by investors' confidence, tourism recovery, increased direct  investment , 

improved compet it iveness, export  promot ion, and the beginning of gas product ion from 

Zohr field, in addit ion to improvements in investment  environment  as a result  of 

implement ing balanced macroeconomic policies. 

• Stock Exchange of Egypt and Saudi Arabia became best options for M iddle East equity 

investors, according to a Bloomberg report. The Egypt ian index EGX30 has risen more 

than 18 percent since the beginning of the year, supported by the Egypt ian economic 

reforms and government  plans acclaimed by investors. 

• According to Country Economy indices, the Egypt ian Stock Exchange was placed the first 

among Arab countries, the second in Africa and the fifth worldwide from the beginning 

of 2018 unt il the second week of M ay 2018. 

• According to the latest  art icle by Renaissance Capital, in 2019, Egypt  is expected to at t ract  

small and medium-sized factories from central Europe and Romania. This is supported by 

improved educat ion, wage levels, elect ricity supply and infrast ructure needed to develop 

the industrial sector and increase its contribut ion to exceed 20 percent  of GDP. The art icle 

also explained that  keeping the currency at  low levels or at  fair value, adhering to current  

financial plans, improving the business environment  and focusing on the long-term needs 



 

The Financial M onthly Bulletin – M ay  2018 

 

 

XIII

of the educat ion and investment  sectors are considered key requirements for Egypt to 

increase its GDP growth rate from 5-6 percent to 6-8 percent over the next decade. 

• The CNBC news network posted on its website that Egypt's economy is showing true 

signs of stability, as it recovers from previous crises, and this marks the beginning of 

reaping the benefits of the exchange rate liberalization decision in 2016, which helped in 

overcoming the rise in inflat ion in the past  period. Investors are st ill enthusiast ic about  

Egypt 's recovery since the implementat ion of the economic reform program, especially 

after successfully signing a $12 billion financing agreement  with the Internat ional 

M onetary Fund (IM F), as well as another $3 billion from the Islamic Development  Bank. 

Investors are reconsidering the potent ial of the Egypt ian economy, while providing high 

returns is expected. CNBC also expects an increase in foreign direct  investment  despite 

fears of rising global interest  rates. 

Recent promising indicators are as follows: 
 

Ø  PM I increased to register 49.2 in M ay 2018, compared to a five-year low of 41.8 in 

November 2016. This is in light  of the substant ial increases in New Export Orders Index to 

record 49, New Orders Index increased to 49.5  and Output Index increased to 49.3, in 

addit ion to the increase in Stocks of Purchases Index to reach 45.8 and the reduction in 

Input Cost Index due to the decrease in energy and employment  indices. 

Ø  In light  of the President 's direct ives to give high priority to support ing and economically 

empowering young people, the Central Bank has financed 62,000 projects that worth 

about LE 70 billion and allocated LE 200 billion at  low interest  rates to small and medium-

sized enterprises. 

Ø  Net International Reserves (NIR) increased to a record-high US$ 44.1 billion during M ay 

2018 (covering 7 months of imports), compared to US$ 31.1 billion at  end of M ay 2017 

(covering 5.6 months of imports), and compared to a lowest  level of US$ 13.4 billion at  end 

of M arch 2013 (covering 3.5 months of imports).  
 

Ø  On the Fiscal front, budget deficit declined to 6.9 percent of GDP during the period July-

April 2017/ 2018, compared to 8.2 percent  during the same period last  year as revenues 

increased at  a faster pace than expenditure in light  of on-going fiscal consolidat ion 

reforms for the last  two years.  

On the Revenues Side, there is a clear increase in Tax Receipts: General Sales Tax on 

Goods recorded LE 233 billion (increasing notably by LE 80.9 billion (53 percent) in 

light  of increased receipts from VAT on imported goods and domest ic goods. Income 

tax receipts reached LE 153.4 billion. Taxes on Domestic Salaries reached LE 32.6 

billion. M eanwhile, collected Tax Receipts from Suez Canal increased to LE 22.3 

billion, and increased receipts from Other Companies to reach LE 57.7 billion.  

On the expenditure side, GASC subsidies increased by 105 percent  to record LE 

57.4billion, budget  contribut ions in pensions rose by 16.2 percent  to reach LE 44.7 

billion, and spending on Takaful and Karama programs (including social insurance 

pensions) have increased by 62.7 percent  to reach LE 15.3 billion. M oreover, 

Investment Spending rose by 24.6 percent  to record around LE 65.7 billion during the 

period of study. 

Ø  Regarding M onetary Developments, M 2 annual growth decreased to 21.9 percent in M arch 

2018 (LE 3343 billion), compared to 38 percent  at  end of M arch 2017. This is at t ributed to 
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the sharp decrease in the annual growth of Net domestic assets (NDA) to record 8.1 

percent  at  end of M arch 2018 (LE 3015.6 billion), compared to 36 percent  end of M arch 

2017. Yet , it 's noteworthy to ment ion the considerable decelerat ion in government  

borrowing reflected in a slowdown in the annual growth of Net Claims on Government & 

GASC to 4.6 percent  (LE 2084.3 billion) at  end of M arch 2018, compared to 27.2 percent  at  

end of M arch 2017. On the other hand, there's a posit ive annual growth t rend in Net 

Foreign Assets of the Banking System (NFA) that  records 824.8 percent  (LE 327.9 billion) at  

end of M arch 2018, compared to 28.8 percent  (LE -45.2 billion) at  end of M arch 2017. 

Ø  Headline Urban Inflation reveals faded Inflat ionary pressures recording 11.4 percent  in M ay 

2018, the lowest  inflat ion rate since April 2016, compared to 13.1 percent  during last  

month, and compared to 29.7 percent  during M ay 2017. Factors contributing to decline in 

inflationary pressures include the slower pace of annual inflat ion growth rates among most  

groups during the month of study compared to last  month. On the top of which comes 

“Food and Beverages”, and “Recreation and Culture”. 

 

Ø  During its M onetary Policy Committee meet ing held on June 28th, 2018, CBE decided to 

keep the overnight deposit rate, and overnight lending rates and the rate of CBE's main 

operation unchanged at 16.75  percent, 17.75 percent and 17.25 percent, respectively. In 

addit ion, the discount rate was kept  at  17.25 percent.  

Ø  The Balance of Payments (BOP) ran an overall surplus of US$ 10.97 billion (4.5 percent  of 

GDP) during the period July-M arch 2017/ 2018, compared to US$ 10.98 billion (4.3 percent  

of GDP) during the same period last  year. This is mainly at t ributed to hike in Services 

Balance to record US$ 7.8 billion (3.2 percent  of GDP) during the period of study, compared 

to US$ 3.3 billion (1.3 percent  of GDP) during the same period last  year, driven by the 

increase witnessed in travel receipts (tourism revenues) by 155.2 percent , in addit ion to the 

increase in Net Official Transfers to register US$ 19.5 billion (8.1 percent of GDP) during 

the period July-M arch 2017/ 2018, compared to US$ 15.8 billion (6.2 percent of GDP) in the 

corresponding period of last  fiscal year. The rise in t ransfers was primary due to increased 

workers’ remittances by 23.2 percent . This was compounded with a slight ly shrinking in 

Current Account deficit  to US$ 28.0 billion (-11.5 percent  of GDP) during the period July-

M arch 2017/ 2018, compared to a deficit  of US$ 28.3 billion (-11.1 percent  of GDP) during 

the same period last  year (reflect ing increased in exports which overweighed the decline in 

imports). On the other hand, the Capital and Financial Account witnessed a decreased net  

inflow to register US$ 19.0 billion during the period July-M arch 2017/ 2018, compared to 

US$ 27.1 billion during the same period last  year, affected by the decline in Net  change in 

the CBE's liabilit ies to the external world by 143.3 percent . M eanwhile, Port folio investment  

in Egypt  accelerated by 91.3 percent  compared to the period of comparison. 

Ø  Egypt's revenues from the tourism sector jumped by 83.3 percent to record about 2.2 

billion dollars in the first quarter of the year. M oreover, the number of tourists coming to 

the country increased by 37.1 percent  to post  about  2.383 million tourists, where the 

number of tourist ic nights reached 23.8 million nights in the first  quarter. 

Ø  The market capitalization of the Egyptian Stock Exchange (EGX) decreased by 8 percent  m-

o-m to record LE 930 billion for the last  session of the week ending in M ay 2018. 

Ø  Total remittances of Egyptians working abroad increased during the period July 2017 - 

February 2018 by $3.4 billion to register a new record level of about $17.3 billion, which 

is an increase of 24.1 percent,  compared to about  $13.9 billion during the corresponding 

period last  year. Accordingly, S&P expects the high and st rong increase of remit tances of 
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workers abroad to cont inue after the abolit ion of rest rict ions on capital movement ; and 

this will st rengthen the foreign reserves in the medium term. 
 

Ø  GDP grew by 5.3 percent during Q2-FY17/ 18, compared to 3.9 percent  during the same 

period last  fiscal year. Net Exports performance was the highlight contributing positively 

to growth by 0.9 PPT, compared to a negat ive contribut ion of 6.2 PPT during Q2-FY16/ 17. 

M eanwhile, public and private consumption have contributed to growth by a total 

contribut ion of 2.9 PPT, compared to 7.1 PPT during Q2-FY16/ 17. Investments contributed 

positively to growth by 1.5 PPT, compared to a higher contribut ion of 3.0 PPT during Q2-

FY16/ 17. Furthermore, total Production Index rose by 9.2 percent on annual basis 

recording an average of 137.7 points during Q2-FY17/ 18, compared to a posit ive growth 

rate of 0.1 percent  during Q2-FY16/ 17, driven mainly by Tourism Sub-Index that hiked by 

78.9 percent on annual basis recording an average of 101.4 points during Q2-FY17/ 18, 

compared to negat ive growth rate of 21.5 percent  during Q2-FY16/ 17, and Natural Gas 

Sub-Index that picked-up by 19.9 percent on annual basis recording an average of 182.4 

points during Q2-FY17/ 18, compared to a growth rate of 6.9 percent  during Q2-FY16/ 17. 

Ø  Unemployment Rate fell to 10.6 percent in the first  quarter of 2018 compared to 12 

percent  a year ago. M eanwhile, the workforce has reached 29.2 million labor during the 

same period.  

Ø  Total Government Debt (domestic and external) increased to LE 3676 billion (105.9 

percent  of GDP) at  end of M arch 2017. This is driven mainly by increased Domestic debt 

since Treasury Bills debt increased to LE 1096 billion end of M arch 2017, compared to LE 

816 billion end of June 2016. (Data for end of June 2017 are under preparat ion and will be 

published once finalized). 

       M eanwhile, government external debt increased as loans increased to US$ 29.8 million 

end of December 2017, compared to US$ 25.9 billion at  end of June 2017. M eanwhile, 

M onetary Authorities debt decreased to US$ 27.4 million at  the end of December 2017, 

compared to US$ 30.3 million last  fiscal year.  

       It ’s noteworthy that  during 2017 a total amount of US$ 30 billion was repaid, as per 

Central Bank of Egypt , dist ributed on due bonds, foreign debt of internat ional banks such 

as African Export -Import  Bank, deposits and loans from many countries of which KSA, Libya 

and Turkey, in addit ion to obligations to government ent it ies such as EGPC and other 

obligations to Paris Club. 

Ø  Egypt's Natural Gas Production increased substantially by 60 percent since the beginning 

of 2016. Egypt  is expected to achieve self-sufficiency in natural gas in 2018 and achieve 

surplus in conjunction with the start of the field of Zohr Later this month, which has a 

reserve of 30 billion cubic meters of gas. 

Ø  Egypt's exports to the top 10 biggest countries increased by 3 percent during July-M arch 

FY17/ 18 to reach US$8 billion compared to the same period last  year. Egypt 's exports to 

Turkey rose by 26 percent  to record US$1.3 billion, to United States by 13 percent  to 

register US$ 912 million, to Italy by 16 percent  reaching US$ 687 million and to Spain by 23 

percent  to record US$ 491 million compared to the same period last  year. M eanwhile, 

Egypt exports to the EU markets increased by 9 percent during July-M arch FY17/ 18 to 

reach 3.7 billion euros compared to the same period last  year. It 's noteworthy that  Egypt 's 

exports to Spain and Italy accounts for 62 percent  of Egypt 's total exports to EU. 
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Ø  Egypt's exports of fully manufactured goods increased by 3 percent during July-M arch 

FY17/ 18 to reach US$9.4 billion compared to the same period last  year. M oreover, Egypt 's 

exports of cotton rose by 50 percent  to record US$ 103 million, whereas fuel exports 

increased by 90 percent  to record US$ 76 million during the period of study compared to 

the same period last  fiscal year. Furthermore, Egypt 's exports of industrial equipment (raw 

materials used for manufacturing) increased by 1 percent  to record US$ 9 billion, whereas 

Egypt 's exports of consumer goods (durable and non-durable goods) rose by 8 percent  to 

reach US$ 3 billion during the period of study compared to the same period last  fiscal year.  

Ø  In light  of the new discovery of gas product ion fields in the M editerranean and the 

except ional success in the oil sector, the Cabinet of Egypt signed a M emorandum on the 

"Strategic Partnership between Egypt and the European Union in the Energy Sector during 

the period 2018-2022". This memorandum covers support ing the development  of the oil 

and gas sector, cont inuing support  the elect ricity sector reforms, improving renewable 

energy sector through joint  projects, as well as addit ional support  for energy efficiency 

st rategies, policies and measures across various sectors, and promot ing the cooperat ion 

between technology, science and industry sector with the energy sector. Accordingly, EU 

views Egypt as the main gateway to benefit from these discoveries and developments, 

due to the availability of the required infrast ructure of the liquefact ion plants, ports and gas 

lines networks in addit ion to the st rategic locat ion. 

Ø  The Italian energy company "ENI" announced the launching of the second natural gas 

production unit in Zohr field in the M editerranean, which will increase the production 

capacity of the field to about 800 million cubic feet of natural gas per day. The second unit  

will operate at  400 million cubic feet  of gas per day. The company plans to keep this 

except ional performance unt il reaching 1.2 billion cubic feet  per day during M ay 2018, 2 

billion feet  by the end of 2018 and a product ion ceiling of 2.7 billion cubic feet  per day in 

2019. 

Ø  The M inist ry of Finance announced a new program for Initial Public Offerings. The program 

offers governmental shares to 23 companies in the init ial stage. Out  of the 23 companies, 

14 companies will be registered for the first  t ime in the Egypt ian stock exchange market . 

And the Egypt ian government  will increase the state-owned shares of the other companies 

through increasing their capital. M eanwhile, the offered shares range between 15 and 30 

percent  of the company's capital unless the share of public capital is less than that . The 

program is expected to be implemented over a period of 24 to 30 months in order to 

expand the ownership base as well as the capital of the Egypt ian stock exchange and 

increase the value and quant ity of daily t ransact ions. The total value of the offered shares is 

expected to reach LE 80 billion and the market  value of the listed companies will reach LE 

430 billion. 

Ø  The Egyptian government has issued "Aman Certificate" providing life insurance for the 

seasonal employment. In M arch 2018, four banks int roduced insurance "Aman" cert ificates 

to provide life insurance for temporary, irregular, and seasonal workers and farmers. It  is 

also extended to include all Egypt ians from the age of 18 to 59 years. The value of the 

cert ificate is 500 pounds each, and a maximum of five cert ificates per person. The 

cert ificate provides an at t ract ive yield of up to 16 percent . The cert ificate also includes 

compensat ions in case of the death of its holder of an amount  up to 10,000 pounds, and a 

maximum of 50,000 pounds for the holder of five cert ificates. 
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M ajor Economic Sectors in Details…  

Real Sector:   

According to the latest  detailed data by the M inist ry of Planning, GDP grew by 5.3 percent 

during Q2-FY17/ 18, compared to 3.9 percent  during the same period last  fiscal year. Net 

Exports performance was the highlight contributing positively to growth by 0.9 PPT, compared 

to a negat ive contribut ion of 6.2 PPT during Q2-FY16/ 17. M eanwhile, public and private 

consumption have contributed to growth by a total contribut ion of 2.9 PPT, compared to 7.1 

PPT during Q2-FY16/ 17. Investments contributed positively to growth by 1.5 PPT, compared to 

a higher contribut ion of 3.0 PPT during Q2-FY16/ 17.  

Furthermore, total Production Index rose by 9.2 percent on annual basis recording an average 

of 137.7 points during Q2-FY17/ 18, compared to a posit ive growth rate of 0.1 percent  during 

Q2-FY16/ 17, driven mainly by Tourism Sub-Index that hiked by 78.9 percent on annual basis 

recording an average of 101.4 points during Q2-FY17/ 18, compared to negat ive growth rate of 

21.5 percent  during Q2-FY16/ 17, and Natural Gas Sub-Index that picked-up by 19.9 percent on 

annual basis recording an average of 182.4 points during Q2-FY17/ 18, compared to a growth 

rate of 6.9 percent  during Q2-FY16/ 17. 

M eanwhile, GDP grew by 5.2 percent during H1-FY17/ 18, compared to 3.7 percent  during the 

same period last  fiscal year. Both Public and Private Consumption continued to boost 

economic act ivity during H1-FY17/ 18 with a total contribut ion of 2.5 PPT, compared to 4.5 PPT 

during H1-FY16/ 17. Investments contributed positively to growth by 2.2 PPT, compared to a 

lower contribut ion of 2.4 PPT during H1-FY16/ 17. M oreover, Net Exports contributed positively 

to growth by 0.6 PPT, compared to a negat ive contribut ion of 3.2 PPT during H1-FY16/ 17.  

On the Demand Side, both Public and Private Consumption were key growth drivers during 

H1-FY17/ 18. Private consumption grew  by 2.6 percent in H1-FY17/ 18, compared to 5 percent  

during the same period last  fiscal year (contribut ing to growth by 2.3 PPT, compared to 4.2 

PPT), while Public Consumption grew  by 2.6 percent in the period of study, compared to 2.2 

percent  (contribut ing to growth by 0.3 PPT, compared to 0.2 PPT). In the meant ime, recent  data 

shows that  Investments increased by 15.1 percent during H1-FY17/ 18, compared to 19.0 

percent  during the same period last  fiscal year (contribut ing to growth by 2.2 PPT, compared to 

2.4 PPT).  

Furthermore, Net Exports boosted growth with a posit ive impact  of 0.6 PPT, compared to a 

negat ive contribut ion of 2.3 PPT during H1-FY16/ 17. This development came in light  of increase 

in Exports by 65.8 percent  during H1-FY17/ 18, compared to 36.9 percent  during the same 

period last  year (with a posit ive contribut ion of 8 PPT to real GDP growth, compared to a much 

lower posit ive contribut ion of 4.1 PPT during  H1-FY16/ 17). While Imports increased by 32.5 

percent in the period of study, contribut ing negat ively by 7.5 PPT, compared to a negat ive 

contribut ion of 7.3 PPT during the same period last  fiscal year. 
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On the Supply Side, seven key sectors led y-o-y growth, on top of which was Tourism which  

recorded growth rate of 44.5 percent  during H1-FY17/ 18 (contribut ing posit ively to growth by 

0.8 PPT, compared to a negat ive contribut ion of 0.6 PPT during the same period last  fiscal year). 

In addit ion, Non-Petroleum M anufacturing Sector which recorded a 5.6 percent  real growth 

rate during H1-FY17/ 18 (stabilizing at  a contribut ion of 0.7 PPT). M oreover, the Whole Sale and 

Retail Sector recorded a real growth rate of 3.3 percent  (contribut ing 0.5 PPT during H1-

FY17/ 18, compared to 0.7 PPT during the same period last  fiscal year). M eanwhile, the 

Construction Sector witnessed a growth rate of 9.9 percent  in H1-FY17/ 18 (contribut ing by 

around 0.5 PPT to GDP, compared to 0.4 PPT during H1-FY16/ 17). Addit ionally, the Agriculture 

Sector witnessed a growth of 3.1 percent  (stabilizing at  a contribut ion of 0.4 PPT) and the Real 

Estate Sector recorded a 3.2 percent  real growth rate in H1-FY17/ 18 (contribut ing 0.3 PPT to 

real growth in H1-FY17/ 18, compared to 0.4 PPT during the same period last  fiscal year). It  is 

also worthy to note that  the Natural Gas Sector expanded to record a 20.2 percent  real growth 

rate during H1-FY17/ 18 (contribut ing posit ively to GDP growth by 0.7 PPT, compared to 0.1 PPT 

during H1-FY16/ 17).  

Taken together, the above-ment ioned key sectors represented around 62.3 percent  of total 

real GDP during H1-FY17/ 18.  
 

Fiscal Sector Performance during July- April 2017/ 2018; 

The period July-April 2017/ 2018 showed an improvement  in fiscal indicators. There's a decline 

in the Budget Deficit reaching 6.9 percent  of GDP (LE 297.6 billion), compared to 8.2 percent  of 

GDP (LE 283.6 billion) during the same period last  year. This could be explained in light  of fiscal 

consolidat ion and the increase in Revenues Growth Rate recording 34.8 percent  during the 

period of study, exceeding the growth in expenditure recording 23.5 percent . 

July-April 16/ 17 Budget Deficit 

LE 283.6 billion (8.2 percent  of GDP) 

July- April 17/ 18 Budget Deficit 

LE 297.6 billion (6.9 percent  of GDP)*  

Revenues 

LE 428.5 billion (12.3 percent  of GDP) 

Revenues 

LE 577.8 billion (13.5 percent  of GDP) 

Expenditure 

LE 705.0 billion (20.3 percent  of GDP) 

Expenditure 

LE 870.9 billion (20.3 percent  of GDP) 

 

 Source: M inist ry of Finance, M acro Fiscal Policy Unit   

*  GDP estimate for FY16/ 17 has been revised recently to reach LE 3470 billion instead of 3478 billion. M eanwhile GDP projections for 

FY17/ 18 are estimated to reach LE 4286.5 billion as per the M inistry of Finance Calculations. 
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Detailed explanations are as follows: 

On the Revenues Side 

Total Revenues increased by LE 149.3 

billion (34.8 percent  growth increase) 

to record LE 577.8 billion during the 

period July-April 2017/ 2018, compared 

to LE 428.5 billion same period last  

fiscal year. These developments could 

be explained mainly in light  of the 

increase in Tax Revenues (81.4 

percent  of total revenues) by LE 145.1 

billion (44.6 percent  growth increase) 

to record LE 470.5 billion during the 

period of study, compared to LE 325.4 

billion during the same period last  

fiscal year. M eanwhile, Non-Tax 

Revenues (18.6 percent  of total 

revenues) has increased by LE 4.2 billion (4.1 percent  growth decrease) to record LE 107.3 

billion during July-April 17/ 18, compared to LE 103.1 billion during the same period last  

fiscal year.  

 

Tax Revenues Receipts from Non-sovereign Authorities, which are direct ly correlated to 

economic act ivity, witnessed an increase by 42.4 percent  during the period of study, mainly 

driven by the increase in Non-sovereign Income Taxes and Sales Taxes Receipts by 30.7 

percent  and 51.4 percent , respect ively. 

 

On the Tax Revenues Side 

Taxes on goods and services (40.4 percent  of total revenues),Tax receipts from Income 

taxes (26.6 percent  of total revenues), property taxes (7.2 percent  of total revenues), and 

Internat ional Trade (4.8 percent  of total revenues) have improved during the period of 

study, mainly driven by tax reforms adopted since the beginning of the current  fiscal year, 

which was reflected as follows: 

 

 

 

 

 

 

 

 

 

 

 

Taxes on Income, Capital Gains and Profits increased by LE 41.1 billion 

(36.6 percent growth) to reach LE 153.4 billion (3.6 percent of GDP). 

Taxes on income, capital gains and profits receipts represent 32.6 percent of 

total tax revenues. 

 

Mainly on the back of: 

- Increase in receipts from taxes on domestic salaries by LE 7 

billion (27.2 percent) to reach LE 32.6 billion, compared to LE 

25.6 billion during the same period last fiscal year. 

- Increase in receipts from taxes on Suez Canal by LE 5.3 billion 

(31.2 percent) to reach LE 22.3 billion, compared to LE 17.0 

billion during the same period last fiscal year.  

- Increase in receipts from taxes on other companies by LE 15.2 

billion (35.7 percent) to reach LE 57.7 billion, compared to LE 

42.5 billion during the same period last fiscal year. 

Taxes on 

income and 

profits and 

capital gains

32.6%

Property 

Taxes 

8.9%Taxes on 

good and 

services 

49.6%

Taxes on 

International 

Trade 

6%

The distribution of Tax Revenues  

July-April 2017/2018
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Property Taxes increased by LE 17.1 billion (69.2 percent growth) 

to reach LE 41.8 billion (1.0 percent of GDP).  

­ Property Taxes receipts represent 8.9 percent of the total tax 

revenues. 

 

Mainly as a result of the increase in receipts from tax on T-bills and 

bonds payable interest by 76.7 percent to reach LE 35.5 billion 

during the period of study, compared to LE 20.1 billion during the 

same period last fiscal year. 

 

International Trade taxes increased by LE 6.3 billion (29.3 

percent growth), to reach LE 28.0 billion (0.7 percent of GDP) 

- International Trade tax receipts represent 6.0 percent of the 

total tax revenues. 

- In light of the increase in receipts from customs taxes by 29.4 

percent to post LE 26.6 billion during period of study, 

compared to LE 20.6 billion during same period last fiscal 

year. 

Taxes on Good and Services increased by LE 80.9 billion (53 percent 

growth) to reach LE 233.1 billion (5.4 percent of GDP) 

- Taxes on goods and services receipts represent 49.6 percent of total tax 

revenues. 

 

Mainly as a result of higher receipts from: 

- General sales tax on goods increasing by 41.1 percent to record 

LE 105.8 billion, compared to LE 75 billion during the same 

period last fiscal year. 

- The increase in general sales tax on services by 67.5 percent to 

record LE 23.8 billion, compared to LE 14.24 billion during the 

same period last fiscal year. 

- The increase in domestic commodities (Table 1) by 74.6 

percent to record LE 78.8 billion, compared to LE 45.1 billion 

during the same period last fiscal year.  

- The increase in stamp tax receipts by 28.6 percent to record 

almost LE 11.0 billion, compared to LE 8.6 billion during the 

same period last fiscal year. 
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On the Non-Tax Revenues Side  

Proceeds from Other Revenues increased to LE 106.7 billion during July-April 2017/ 2018, 

compared to LE 102.5 billion during the same period of last  year in light of delayed collected 

dividends. 

ü  Property income receipts recorded LE 44.6 billion, compared to LE 64.3 billion recorded during 

July-April 16/ 17. M eanwhile, dividends collected from Suez Canal declined by LE -5.1 billion        

(-23.8 percent  growth) to record LE 16.2 billion during the period of study, compared to LE 21.3 

billion during the same period last  year. Also, dividends collected from CBE
1
 declined to reach LE 

5.2 billion and dividends received from economic authorit ies reached LE 17.9 billion during the 

period of study. 

ü  M eanwhile, M iscellaneous Revenues increased by LE 21.2 billion (155.6 percent  growth) to 

record 34.9 billion during the period of study, compared to LE 13.6 billion recorded during July-

April 16/ 17. 

ü   Proceeds from Sales of Goods and Services increased by LE 4.0 billion (18.1 percent  growth)  to 

record LE 26.3 billion, compared to LE 22.2 billion during the same period last  year . 

ü  Grants declined to LE 544 million during July-April 2017/ 2018, compared to LE 570 million 

during the same period of last  year (in light  of the decline of grants from foreign governments by 

LE 47 million compared to the same period last  year). 

1/ Primary Surplus
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*

 

§ On the Expenditures Side: 

A key focus of the M inist ry of Finance’s fiscal reforms is the reprioritization of Public 

Expenditure in favour of lower-income groups to achieve the best social yield through 

investment in human capital and better distribution of services and infrastructure, with 

measures designed to improve basic well-being and to widen social safety nets. Total 

Expenditures recorded an increase of 23.5 percent to post  LE 870.9 billion (20.3 percent  of 

GDP) during the period July- April 17/ 18, compared to LE 705.0 billion the same period of last  

year. 

• Wages and Compensation of Employees rose by 10.3 percent to record LE 190.8 billion (4.0 

percent  of GDP) during the period of study (in light  of the increase in permanent  salaries to 

reach LE 54.2 billion, and the increase of rewards to reach LE 62.5 billion, and the increase 

                                                 
1
 The decline in dividends collected from CBE is mainly due to the accommodat ive monetary policy adopted by the CBE to curb inflat ion since 

FY16/ 17, where the increase in interest  rates have imposed burdens on CBE profits. 
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of specific allowances to reach LE 20.5 billion, and the increase of In-kind allowances to 

reach LE 4.1 billion ). 

• Purchase of Goods and Services increased by LE 5.6 billion (20.7 percent  growth) to reach 

LE 32.8 billion (0.8 percent  of GDP) (in light  of the increase in spending on Water and 

Light ing to reach LE 3.1 billion, and Raw materials to record LE 8.6 billion). 

• Interest Payments rose by 21.0 percent growth to reach LE 304.3 billion (7.1 percent  of GDP), 

compared to LE 251.3 billion during the same period last  year.    

• Subsidies, Grants and Social Benefits rose by LE 67.8 billion (5.2 percent of GDP), (43.9 

percent  growth) to record LE 222.2 billion, compared to LE 154.4 billion during the same 

period last  year.    

ü  Spending on Subsidies rose by LE 53 billion (54.2 percent growth) to reach LE 150.7 billion 

during the period of study, compared to LE 97.7 billion during the same period of last  year, this 

came in light  of; GASC spending grew by LE 29.4 billion (105.1 percent  growth) reaching LE 57.4 

billion during the period of study, compared to LE 28 billion during July- April 16/ 17, and 

subsidies to EGPC has recorded LE 59.5 billion, compared to LE 36.3  billion during the same 

period of last  year. 

ü  Spending on Social Benefits rose by LE 13.2 billion (25.1 percent growth) to reach LE 65.8 

billion during the period of study, compared to LE 52.6 billion during the same period of last  

year, this came in light  of; spending on Takaful and Karama (including social insurance 

pensions) grew by LE 5.9 billion (62.7 percent  growth) reaching LE 15.3 billion during the period 

of study, compared to LE 9.4 billion during July-April 16/ 17, and budget contribution in pensions 

grew by LE 6.2 billion (16.2 percent  growth) reaching LE 44.7 billion during the period of study, 

compared to LE 38.4 billion during July- April 16/ 17. 

• Purchases of Non-financial Assets (investments) rose by LE 13.0 billion (1.5 percent of GDP), 

growing by 24.6 percent  growth to reach LE 65.7 billion (in light  of increased spending on 

fixed assets to record LE 60.2 billion). 

• Other Expenditures increased by 18.6 percent to record LE 55.0 billion (1.3 percent of GDP) 

when compared to the same period last  fiscal year. 

Ø  Fiscal  Sector Performance during FY16/ 17 

It is noteworthy that final accounts of the state budget 2016/ 2017  is still under revision by the 

Parliament and will remain preliminary until being approved. According to FY16/ 17 actual 

budget outcomes, the overall budget  deficit  recorded LE 379.6 billion (10.9 percent  of GDP), 

compared to LE 339.5 billion (12.5 percent  of GDP) in the prior fiscal year. This could be mainly 

explained in light  of the increase in Revenues to exceed the growth in Expenditure (for the first  

t ime since 2010/ 2011) to record 34.1 percent  for the first , and 26.2 percent  growth for the later 

consequent ly, and which reflects the magnitude of the underlying st ructural fiscal adjustment  

that  was achieved during the period of study. 

On the other hand, bet ter performance has been witnessed on the revenue side. Total revenues 

have increased by LE 167.7 billion (34.1 percent  growth) to record LE 659.2 billion during the 

period of study, compared to LE 491.5 billion during FY15/ 16. This came in light  of the significant  

increase in tax revenues by LE 109.7 billion (31.1 percent  growth and 8.0 percent  of the same year 

budget). The notable increase in tax revenues is just ified in terms of the st ructural and fiscal 

reforms adopted by the government  during the previous year contribut ing to the improvement  in 

most  tax chapters, on the top of which; the increase in receipts from taxes on income by 15.3 

percent  (LE 22.2 billion), receipts from taxes on goods and services rose by 48.5 percent  (LE 68.1 
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billion), receipts from taxes on internat ional t rade increased by 21.9 percent  (LE 6.2 billion), 

receipts from property taxes rose by 30.5 percent  (LE 8.6 billion). M oreover, Non-Tax Revenues 

increased by LE 58.0 billion (41.7 percent  growth). This came on the back of the rise in grants to 

record LE 17.7 billion and the increase in Other Tax revenues by 32.3 percent  (LE 43.9 billion) to 

reach LE 179.5 billion. This is mainly in light  of the growing returns from property income 

especially dividends collected from Suez Canal and Economic Authorit ies, in addit ion to the 

increase in proceeds from Sales of Goods and Services. 

On the expenditure side, tax revenues increases have helped contain the increase in 

expenditures. Total expenditures have increased by LE 214 billion (26.2 percent  growth) to record 

LE 1031.9 billion, compared to LE 817.8 billion during FY 15/ 16. This led to a deficit  which referred 

in the following table. 

 

Detailed explanations are as follows: 

§ On the Revenues Side, Actual budget  figures for FY16/ 17 pointed to an increase in total 

revenues by LE 167.7 billion (34.1 percent  growth) registering LE 659.2 billion (19.0 percent  of 

GDP). This could be explained in light  of the increase in tax revenues by 31.1 percent  to record 

LE 462.0 billion, in addit ion to the rise in non-tax revenues by 41.7 percent  to record LE 197.2 

billion during the period under study. 

Tax Revenues increased mainly due to:  

• Increase in receipts from Tax on Income, Capital Gains and Profits by LE 22.2 billion 

(15.3 percent  growth) to reach LE 166.9 billion during FY 16/ 17, compared to LE 144.7 

billion during FY15/ 16, mainly due to: 

─ The increase in taxes on domest ic salaries by LE 6.1 billion (21.7 percent  growth) to 

reach LE 34.2 billion, compared to LE 28.1 billion during FY15/ 16. 

─ The increase in receipts from Suez Canal by LE 7.4 billion (49.6 percent  growth) to 

reach LE 22.3 billion, compared to LE 14.9 billion during FY15/ 16. 

─ The increase in receipts from EGPC by LE 5.2 billion (13.8 percent  growth) to reach LE 

42.5 billion, compared to LE 37.3 billion during FY15/ 16. 

─ The increase in receipts from other companies by LE 10.3 billion (28.0 percent  

growth) to reach LE 47.3 billion, compared to LE 36.9 billion during FY15/ 16. 

FY 15/ 16 Budget Deficit 

LE 339.5 billion (12.5 percent  of GDP) 

FY 16/ 17 Budget Deficit 

LE 379.6 billion (10.9 percent  of GDP) 

Revenues 

LE 491.5 billion (18.1 percent  of GDP) 

Revenues 

LE 659.2 billion (19.0 percent  of GDP) 

Expenditure 

LE 817.8 billion (30.2 percent  of GDP) 

Expenditure 

LE 1031.9 billion (29.7 percent  of GDP) 
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• Increase in receipts from Taxes on Goods and Services by LE 68.1 billion (48.5 percent  

growth) to reach LE 208.6 billion during FY 16/ 17, compared to LE 140.5 billion during 

FY15/ 16, mainly driven by the following:  

─ The increase in receipts from the general sales tax on goods by LE 36.9 billion (64.3 

percent  growth) to reach LE 94.4 billion during FY 16/ 17, compared to LE 57.5 billion 

during FY15/ 16. 

─ The increase in receipts from the general sales tax on services by LE 4.0 billion (28.9 

percent  growth) to reach LE 18.0 billion during FY 16/ 17, compared to LE 14.0 billion 

during FY15/ 16 in light  of improved performance services provided in hotels and 

tourist  restaurants. 

─ The increase in receipts from Excises on Domest ic Commodit ies (Table 1) by LE 22.4 

billion (46.6 percent  growth) to reach LE 70.5 billion during FY 16/ 17, compared to LE 

48.0 billion during FY15/ 16 (in light  of increased receipts from the sales tax on 

tobacco by 5.3 percent , and petroleum products by 151 percent). 

─ The increase in receipts from stamp tax (excludes stamp tax on salaries) by LE 1.3 

billion (13.5 percent  growth) to reach LE 11 billion during FY 16/ 17, compared to LE 

9.7 billion during FY15/ 16. 

• Increase in receipts from Property Taxes by LE 8.5 billion (30.5 percent  growth) to reach 

LE 36.5 billion during FY 15/ 16, compared to LE 28 billion during FY15/ 16, mainly due 

to: 

─ The increase in receipts from the tax on T-bills and bonds payable interest  by LE 7.8 

billion (33.8 percent  growth) to reach LE 30.9 billion during FY 16/ 17, compared to LE 

23 billion during FY15/ 16. 

• Increase in receipts from taxes on International trade by LE 6.2 billion (21.9 percent  

growth) to reach LE 34.3 billion during FY 16/ 17, compared to LE 28 billion during 

FY15/ 16, in light  of efforts exerted by the customs authority in compact ing smuggling, 

which has helped to improve customs proceeds. 

o Non- Tax Revenues  

Grants increased by LE 14.1 billion to register LE 17.7 billion during FY 16/ 17, compared 

to LE 3.5 billion during FY 15/ 16. 

On the other hand, other non-tax revenues have increased by LE 43.9 billion (32.3 

percent  growth) to reach LE 179.5 billion during FY16/ 17, compared to LE 135.6 billion 

during FY15/ 16, mainly driven by the following: 

• The increase in Property income by LE 21.7 billion (31.2 percent  growth) to reach LE 

91.1 billion during FY 16/ 17, compared to LE 69.5 billion during FY15/ 16. This came in 

light  of the following developments; 

─ The increase in dividends collected from Suez Canal by LE 14.6 billion (99.1 percent  

growth) to reach LE 29.4 billion during FY 16/ 17, compared to LE 14.8 billion during 

FY15/ 16. 
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─ The increase in dividends collected from economic authorit ies by LE 3.2 billion (40.5 

percent  growth) to reach LE 11 billion during FY 16/ 17, compared to LE 7.8 billion 

during FY15/ 16. 

• The increase in Sales of Goods and Services by LE 9 billion (31.0 percent  growth) to 

reach LE 38.1 billion during FY 16/ 17, compared to LE 29 billion during FY15/ 16, mainly 

driven by; 

─ The increase in receipts from Special Accounts and Funds by LE 8.0 billion (35.2 

percent  growth) to reach LE 30.6 billion during FY 16/ 17, compared to LE 22.6 billion 

during FY15/ 16. 
 

• M eanwhile, miscellaneous revenues rose by LE 11 billion (32.4 percent  growth) to reach 

LE 45.4 billion during FY 16/ 17, compared to LE 34.3 billion during FY15/ 16, in light  of 

the increase in other capital income by the same value as compared to the previous 

year. 

§ On the Expenditures Side,  

 

Tax revenues increases have helped contain the increase in expenditures. Total expenditures 

have increased by LE 214 billion (26.2 percent  growth) to record LE 1031.9 billion (29.7 percent  

of GDP), compared to LE 817.8 billion (30.2 percent  of GDP) during FY 15/ 16, and which came 

mainly due to: 

• Wages and Compensations to Employees increased by LE 11.8 billion (5.5 percent  

growth) to reach LE 225.5 billion during FY 16/ 17, compared to LE 213.7 billion during 

FY15/ 16, mainly due to the increase of some items on top of which: 

─ An increase in Permanent  Staff (basic pay) by LE 3.6 billion (6.8 percent  growth) 

to reach LE 57 billion during FY 16/ 17, compared to LE 53.3 billion during 

FY15/ 16. 

─ An increase in rewards by LE 1.3 billion (1.7 percent  growth) to reach LE 75.6 

billion during FY 16/ 17, compared to LE 74.3 billion during FY15/ 16. 

─ An increase in Specific Allowances by LE 1.5 billion (5.8 percent  growth) to reach 

LE 27.2 billion during FY 16/ 17, compared to LE 25.7 billion during FY15/ 16. 

• The increase in Purchases of Goods and Services by LE 6.8 billion (19.0 percent  growth) 

to reach LE 42.5 billion during FY 16/ 17, compared to LE 35.7 billion during FY15/ 16, 

mainly due to: 

─ Increased spending on raw materials by LE 4.7 billion (60.3 percent  growth) to 

reach LE 12.6 billion during FY 16/ 17, compared to LE 7.9 billion during FY15/ 16. 

─ Increased spending on maintenance by LE 0.8 billion (17 percent  growth) to 

reach LE 5.8 billion during FY 16/ 17, compared to LE 4.9 billion during FY15/ 16. 

• M oreover, interest payments have increased by 29.9 percent  growth to reach LE 316.6 

billion during FY 16/ 17, compared to LE 243.6 billion during FY15/ 16. 

• M eanwhile, subsidies, grants and social benefits have increased by LE 75.7 billion (37.7 

percent  growth) to reach LE 276.7 billion during FY 16/ 17, compared to LE 201 billion 

during FY15/ 16, this came in light  of the following developments: 

─ Spending on Subsidies increased by LE 63.8 billion (46.0 percent  growth) to record LE 

202.6 billion during FY16/ 17, compared to LE 138.7 billion during the previous fiscal 

year, mainly in light  of:  
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        ▪  The increase in GASC subsidies by LE 4.8 billion (11.2 percent  growth) to register 

around LE 47.5 billion during FY16/ 17, compared to LE 42.7 billion during the previous 

fiscal year. 

        ▪  The increase in petroleum subsidies by LE 64 billion (125.3 percent  growth) to record 

LE 115 billion, compared to LE 51 billion during the previous fiscal year. The notable 

increase in subsidies to EGPC is mainly due to the Exchange rate depreciat ion effects, 

which has increased EGPC cost  burdens subst ituted through increasing the allocated 

subsidies to EGPC. 

─ Social benefits increased by LE 10.3 billion (19.1 percent  growth) to register around 

LE 64.2 billion, compared LE 54 billion during the previous fiscal year, which came in 

light  of: 

§ The increase in expenditures on social security benefits by LE 4.2 billion (47 percent  

growth) to record around LE 13.0 billion, compared to LE 9.0 billion during the 

previous fiscal year (in light  of the expansion in amount  and coverage of the cash 

t ransfer program "Takaful and Karama" and social insurance pensions.  

§ The increase in contribut ions to the pension funds by LE 1.3 billion (2.9 percent  

growth) to reach LE 45.2 billion during FY 16/ 17, compared to LE 44 billion during 

FY15/ 16. 

• Other expenditure rose by LE 7 billion (12.8 percent  growth) to reach LE 61.5 billion 

during FY 16/ 17, compared to LE 54.6 billion during FY15/ 16.  

• Purchases of non-financial assets (investments) increased by LE 39.9 billion (57.6 

percent  growth) to reach LE 109.1 billion during FY 16/ 17, compared to LE 69.3 billion 

during FY15/ 16, mainly due to the increase in infrast ructure spending, more specifically 

spending on roads, t ransportat ion, buildings, hospitals and schools.  To that  extent , 

total spending on const ruct ion amounted to LE 34 billion during FY16/ 17, increasing by 

16.4 percent  compared to the previous year, and spending on Non-resident ial buildings 

amounted to LE 16.6 billion, increasing by 65.7 percent  compared to the previous year. 

Spending on resident ial buildings reached four t ime higher than the previous year to 

record LE 21.8 billion. In addit ion to that , spending on machinery increased by 43.6 

percent  to register LE 10.4 billion during FY16/ 17. 

 

Public Debt: 
 

Total Government Debt (Domestic and External) increased to LE 3676 billion (105.9 percent 

of GDP) at  end of M arch 2017, of which:  

(Data for end of June 2017 are under preparat ion and will be published once finalized) 
 

• Domestic Budget Sector Debt increased to LE 3097,6 billion (89.3 percent of GDP  ) by end of 

M arch 2017, compared to LE 2573 billion (95 percent  of GDP) by end of June 2016.  

The rise in Domestic Budget Sector Debt during the period of study was mainly due to 

financing the budget  deficit , in addit ion to the impact  of set t ling of some cross-debt  issues 

among budget  sector ent it ies (part icularly those of the SIF and EGPC). It  is worthy to note 

that  these set t lements are expected to eventually enhance their financial performance. 

• External Debt Stock (Government and Non-government Debt) increased to US$ 82.9 billion 

(34.2 percent of GDP) at  end of December 2017, compared to US$ 79 billion at  end of June 

2017. 



 

The Financial M onthly Bulletin – M ay  2018 

 

 

XXVII

• M eanwhile, Government External Debt increased to US$ 38.7 billion (16.0 percent  of GDP) 

as of end of December 2017, compared to US$ 34.9 billion (18.1 percent  of the GDP) at  end 

of June 2017. 

It ’s noteworthy that  during 2017 a total amount of US$ 30 billion was repaid, as per Central 

Bank of Egypt , dist ributed on due bonds, foreign debt of internat ional banks such as African 

Export -Import  Bank, deposits and loans from many countries of which KSA, Libya and Turkey, in 

addit ion to obligations to government  ent it ies such as EGPC and other obligations to Paris 

Club. 

The previous period has witnessed many changes in the external debt  st ructure: 

• First, government external debt has decreased compensated by Central Bank of Egypt’s 

increase, as CBE’s external debt  as percent  of total external debt  increased from 4 percent  

at  end of June 2010 to 38 percent  at  end of June 2017. 

• Second, short-term debt as percent of total external debt has increased from  9 percent  at  

end of June 2010 to 16 percent  at  end of June 2017, however, medium and long-term debt 

decreased from  91 percent  at  end of June 2010 to 84 percent  at  end of June 2017. 

• Finally, the proport ional weight  of USA, France, Japan and Germany has significant ly 

increased, elevat ing dependency on Arab loans (especially Saudi Arabia, United Arab of 

Emirates and Kuwait ) , which recorded 29.2 percent  of total external debt  at end of M arch 

2017, compared to 4.7 percent  at  end of June 2010, as per Egypt ian Centre for Economic 

Studies. 

 Domestic Debt Indicators  
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Ø  M onetary Perspective: 

M 2 annual growth decreased to 21.9 percent in M arch 2018 (LE 3343 billion), compared to 38 

percent  at  end of M arch 2017. This is at t ributed to the sharp decrease in the annual growth of 

Net domestic assets (NDA) to record 8.1 percent  at  end of M arch 2018 (LE 3015.6 billion), 

compared to 36 percent  end of M arch 2017. Yet , it 's noteworthy to ment ion the considerable 

decelerat ion in government  borrowing reflected in a slowdown in the annual growth of Net 

Claims on Government & GASC to 4.6 percent  (LE 2084.3 billion) at  end of M arch 2018, 

compared to 27.2 percent  at  end of M arch 2017 in light  of the bold fiscal consolidat ion 

reforms adopted by the M inist ry of Finance. M oreover, there's a significant  slowdown in the 

annual growth of Government Securities (to the banking system) to record 3.4 percent  (LE 

2248.7 billion) at  end of M arch 2018, compared to 37.7 percent  at  end of M arch 2017.  
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Also, Credit Facilities annual growth increased to 35 percent  (LE 119.9 billion) at  end of M arch 

2018, compared to -64 percent  at  end of M arch 2017. While, Government Deposits annual 

growth decreased to 25.8 percent  (LE 501.9 billion) at  end of M arch 2018, compared to 47.8 

percent  at  end of M arch 2017.  

Furthermore, annual growth of  Claims on Public Business Sector decreased significantly to 

8.4 percent (LE 162.4 billion) at  end of M arch 2018, compared to 80.4 percent  at  end of 

M arch 2017.   

Annual growth in Credit to the Private Sector decreased to 7.4 percent (LE 1030.3 billion) at  

end of M arch 2018, compared to 39.9 percent   (LE 959.4 billion) at  end of M arch 2017. This 

could be at t ributed to the decrease witnessed in annual growth of Claims on Private Business 

Sector to record LE 4.4 percent (LE 755.6 billion) during the month of study, compared to 

49.5 percent   (LE 724 billion) at  end of M arch 2017. M oreover, annual growth of Claims on 

Household Sector decreased to record 16.5 percent (LE 274.7 billion) at  end of M arch 2018, 

compared to 16.8 percent  (LE 235.8 billion) at  end of M arch 2017. 

On the other hand, there's a posit ive annual growth t rend in Net Foreign Assets of the 

Banking System (NFA) that  records 824.8 percent  (LE 327.9 billion) at  end of M arch 2018, 

compared to 28.8 percent  (LE -45.2 billion) at  end of M arch 2017. This is credited primarily to 

the increase in the annual growth of Banks' net foreign reserves' to 243.5 percent  at  end of 

M arch 2018, compared to negat ive growth of 119.2 percent  at  end of M arch 2017. In addit ion, 

CBE net foreign reserves' annual growth increased exponentially to 4534.8 percent  at  end of 

M arch 2018 (LE 255.1 billion), compared to 113.6 percent  at  end of M arch 2017. This 

except ional reverse can be explained in light  of the floatation of the Egyptian Pound in 

November 2016  which attracted investment inflows in T-bills and bonds as well as the CBE's 

decision to raise interest rates to stimulate foreign currency deposits. 

From the liabilities side, M oney annual growth decreased to 21.2 percent (LE 765.1 billion) at  

end of M arch 2018, compared to 19.1 percent  at  end of M arch 2017. This could be at t ributed 

to the deceleration in Currency in Circulation's annual growth − in light of CBE's 

contractionary monetary policy − of 8.2 percent at  end of M arch 2018, compared to 23.3 

percent  at  end of M arch 2017, which could not  be offset  by the upsurge in Demand Deposits 

in Local Currency's annual growth to 41.7 percent (LE 348.6 billion) at  end of M arch 2018, 

compared to 13 percent  at  end of M arch 2017. 

Quasi M oney annual growth decreased to 22 percent (LE 2578.4 billion) at  end of M arch 

2018, compared to 44.9 percent  at  end of M arch 2017. This is mainly due to the beginning of 

stability in the impact of the higher exchange rate after its liberalization in November 2016 

as well as the latest raise in interest rates by CBE of 200 bps in July 2017. This stability is 

reflected in the decrease in Foreign Currency Demand, Time & Savings to record 3 percent 

annual growth (LE 693.7 billion) at  end of M arch 2018, compared to 114.2 percent  at  end of 

M arch 2017. M eanwhile, annual growth of Local Currency Time and Savings Deposits 

increased to 31 percent (LE 1884.7 billion) at  end of M arch 2018, compared to 25.9 percent  at  

end of M arch 2017. 

Total Deposits annual growth rate– excluding deposits at  the CBE – decreased to 27 percent 

(LE 3446.4 billion) at  the end of February 2018, compared to 40.3 percent  at  end of February 

2017. Out  of total deposits, 84.2 percent  belonged to the non-government  sector. (Data for 

M arch 2018 is not  yet  available). 
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M oreover, annual growth rate in Total Lending by the banking sector (excluding CBE) 

decreased to 19.8 percent (LE 1514.6 billion) at  end of February 2018, compared to 57.1 

percent  at  end of February 2017. (Data for M arch 2018 is not  yet  available).  

To that  end, the Loans-to-deposits Ratio slightly decreased to 43.9 percent  at  end of February 

2018, compared to 46.6 percent  at  end of February 2017. (Data for M arch 2018 is not  yet  

available).  

Ø  Net International Reserves (NIR) increased to a record-high US$ 44.1 billion during M ay 2018 

(covering 7 months of imports), compared to US$ 31.1 billion at  end of M ay 2017 (covering 5.6 

months of imports), and compared to a lowest  level of US$ 13.4 billion at  end of M arch 2013 

(covering 3.5 months of imports). 

 

Ø  Headline Urban Inflation reveals faded Inflat ionary pressures recording 11.4 percent  in M ay 

2018, which is considered the lowest  inflat ion rate since April 2016, compared to 29.7 percent  

during M ay 2017. Factors contribut ing to the decline in inflat ionary pressures include the slower 

pace of annual inflat ion among some main groups during the month of study compared to last  

month. On the top of which comes; “Food and Beverages” group (the highest  weight  in CPI) to 

record 8.6 percent  during M ay 2018, compared to 11.1 percent  during last  month, especially the 

slowdown in "M eat"  prices to record 7.2 percent  compared to 8.5 percent , "Fish and Seafood" 

to reach 2.1 percent , compared to 5.5 percent , "Fruits"  to record 6.8 percent  compared to 14.3 

percent , "Vegetables"  to record 2.9 percent , compared to 13.5 percent . The second main group 

affect ing the slowdown of inflat ion is "Recreation and Culture", which recorded 10.5 percent , 

compared to 39.7 percent  during last  month, mainly due to the decelerat ion in prices of 

"Package holidays"  to record 10.5 percent  compared to 57.5 percent , and which offset  the rise in 

annual inflat ion of "Alcoholic Beverages and Tobacco"  group reaching 21 percent  compared to 

20.7 percent , as a result  of the rise in "Tobacco"  prices by 21 percent , "Furnishings, Household 

Equipment and M aintenance" to record 11.9 percent  compared to 11.6 percent , especially the 

increase in prices of "Household maintenance" by 16.2 percent , "Health"  by 11.2 percent  

compared to 7.5 percent , following the increase in prices of "M edical Equipments" , "Out-pat ient  

services" , and "Hospital services"  by 9.7 percent , 22 percent , and 2.3 percent  respect ively. 

"Transport"  to reach 15.5 percent , mainly due to rises in "Purchase of vehicles" , "Personal 

Transport  Equipment" , and "Transport  Services"  by 3.1 percent , 26.7 percent , and 12.7 percent  

respect ively. "Restaurants and Hotels"  to record 11.2 percent , compared to 10.8 percent . While, 

the rest  of other groups have stabilized during the month of study. 
 

Ø  Average Annual Headline Inflat ion decreased during the period July- M ay 17/ 18 to record 22.2 

percent , compared to 22.8 percent  during the same period last  year.  
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Ø  M onthly Inflation decelerated to record 0.25 percent during M ay 2018, compared to 1.5 

percent  during last  month, and which is the lowest  monthly inflat ion rate since February 2018. 

This came in light  of the decrease in monthly inflation rate of "Food and Beverages" group to 

record -0.3 percent  during M ay 2018, compared to 2.4 percent  during last  month (this came in 

light  of the decrease in “ Vegetables”  by -7.9 percent , “ Fish and Seafood”  by -1.2 percent , 

"Fruits" by -0.4 percent , despite the increase in "Bread and Cereals"  by 8.7 percent , "M ilk, 

Cheese and eggs"  by 0.7 percent  and "Oil and Fats"  by 1.2 percent). Furthermore, there is a 

decrease in monthly inflat ion rate of "Furnishings and Household Equipment "  group to record 

0.4 percent  compared to 0.6 percent  (mainly due to decrease in prices of "Household Text iles"  

by -0.2 percent  and "Household Appliance"  by -0.1 percent), "Clothing and Footwear" to reach 

0.3 percent  during month of study compared to 4.6 percent  (as a result  of the decelerat ion in 

prices of "Clothing"  to reach 0.3 percent), "Restaurants and Hotels"  to record 0.4 percent  

compared to 0.7 percent  (in light  of the decelerat ion in price of "Catering Services"  to reach 0.4 

percent), and "M iscellaneous Goods and Services"  to record 0.1 percent  compared to 0.4 

percent  (in light  of the decrease in price of "Personal Effects"  to record -0.4 percent). The rest  

of the groups show stable inflat ion rates during the month of study. 

Ø  Annual Core Inflation
2
 stabilized to record 11.09 percent  during M ay 2018, compared to 11.62 

percent  during the last  month, and compared to 30.57 percent  in M ay 2017. As for average 

annual Core inflation, it  increased during the period July-M ay 2017/ 2018 to record 21.8 

percent , compared to 23.7 percent  during the same period last  year. M eanwhile, monthly core 

inflation has recorded 1.5 percent  during M ay 2018, compared to 1.1 percent  during last  

month.  

Ø  During its M onetary Policy Committee meeting held on June 28 th, 2018, CBE decided to keep 

the overnight  deposit  rate, and overnight  lending rates and the rate of CBE's main operat ion 

unchanged at 16.75 percent, 17.75 percent and 17.25 percent, respectively. Also, the discount  

rate was kept  at  17.25 percent.  

Ø  M oreover, in an at tempt  to absorb excess liquidity and to protect  the domest ic currency, the 

CBE held deposit auctions on M ay 29th, 2018 worth LE 50 billion with 7-day maturity at a 

fixed annual interest rate of 17.25 percent. 

 

                                                 
2/ The Core Index excludes items with managed prices 'regulated items' (fuel, elect ricity, exported and imported tobacco), and items 

characterized by inherent  price volat ility specifically 'fruits and vegetables'.  
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Ø  The Egyptian Exchange market capitalization decreased by 7.5 percent m-o-m during M ay 

2018 to reach LE 930.4 billion, compared to LE 1006.2 billion in the previous month. The EGX-30 

Index decreased by 8.4 percent  during M ay 2018 to reach 16760.2 points, compared to closing 

at  18295.6 points by the end of April 2018. M eanwhile, the EGX-70 decreased by 3.9 percent , 

closing at  842.7 points compared to 877.2 points in the previous month. 

Ø  On the External Sector side: 

BOP ran an overall surplus of US$ 10.97 billion (4.5 percent of GDP), during the period July-

M arch 2017/ 2018, compared to a surplus of US$ 10.98 billion (4.3 percent  of GDP) in the 

corresponding period last  fiscal year. This increase is mainly due to the result  of the 

improvement  of the current  account  as the deficit  was clearly pushed down by 57.5 percent  as 

a result  of the cont inuous recovery of the main nat ional income sources, especially on the 

tourism side and workers' remit tances. The improvement  in the current  account  exceeded the 

decrease in the capital and financial accounts. On a more detailed level, these developments 

occurred as a result  of the following:  

§ Current account recorded a deficit of US$ 5.3 billion (-2.2 percent of GDP) during the 

period July-M arch 2017/ 2018, however, this is considered a very huge improvement 

compared to a much higher deficit  of US$ 12.5 billion (-4.9 percent  of GDP) in the period 

of comparison, before the exchange rate liberalizat ion. This is explained by the increase in 

the services balance surplus and t ransfers, in addit ion to the slight  improvement  of the 

t rade balance. This ameliorat ion came in light  of the following: 

─ Trade balance deficit has declined to record US$ 28.0 billion (-11.5 percent of GDP) 

during the period July-M arch 2017/ 2018, compared to a deficit  of US$ 28.4 billion (-11.1 

percent  of GDP) during the same period last  fiscal year. This was mainly driven by the 

increase in merchandise exports by 17.6 percent , to register US$ 18.8 billion compared 

to US$ 16.0 billion in the period of comparison, which covered the slight  increase in 

merchandise imports by 5.5 percent  to reach US$ 46.8 billion compared to US$ 44.4 in 

the period of comparison. This is most ly due to the increase in non-petroleum exports 

by 12.9 percent  to record US$ 12.8 billion during the study period, compared to US$ 

11.3 billion in the period of comparison, as a result  of the improvement  in the 

compet it iveness of the Egypt ian exports in the internat ional market  after the decision of 

the exchange rate liberalizat ion, due to the rise of US$ 1.1 billion in exports of finished 

goods. M oreover, petroleum exports receipts registered US$ 6.0 billion in the period of 

study, compared to US$ 4.7 billion in the period of comparison.  

─ The services balance surplus escalated to record US$ 7.8 billion (3.2 percent  of GDP) 

during the period July-M arch 2017/ 2018, compared to a lower surplus of US$ 3.3 billion 

(1.3 percent  of GDP) in the period of comparison. This mainly came in light  of the 

increase witnessed in Suez Canal receipts to record US$ 4.2 billion, compared to US$ 3.7 

billion in the corresponding period of the last  fiscal year, in addit ion to the increase in 

travel receipts (tourism revenues) that  reached US$ 7.3 billion in the period of study, 

compared to US$ 2.8 billion in period of comparison. Whereas, t ravel payments 

experienced a decrease to record US$ 1.7 billion, compared to US$ 2.2 billion. 

§ Net Official Transfers expanded to register US$ 19.5 billion during the period July-M arch 

2017/ 2018, compared to US$ 15.9 billion in the corresponding period of last  fiscal year, 

mainly due to the increase in workers’ remittances by US$ 3.6 billion to record US$ 19.5 

billion compared to US$ 15.8 billion in the period of comparison; reflect ing the effect  of 

exchange rate liberalizat ion.  
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§ M eanwhile, the Capital and Financial Account decreased to register US$ 19 billion (7.8 

percent  of GDP) during the period July-M arch 2017/ 2018, compared to higher net  inflow 

of US$ 27.1 billion (10.6 percent  of GDP) in the corresponding period of the last  fiscal 

year. This is due to the following: 

─ Net foreign direct investment in Egypt (FDI) decreased to reach US$ 6 billion (2.5 

percent  of GDP) during the period July-M arch 2017/ 2018, compared to US$ 6.6 billion 

(2.6 percent  of GDP) in the corresponding period of last  fiscal year, driven mainly by the 

rise in the net  inflow of  US$ 3.4 billion  for oil sector investments during the period of 

study. 

─ Portfolio investment in Egypt recorded an increased net  inflow of US$ 14.9 billion (6.1 

percent  of GDP) during the period July-M arch 2017/ 2018, compared to US$ 7.8 billion 

(3.1 percent  of GDP) during the corresponding period in the last  fiscal year. This was 

ascribed to the rise in foreigners' investments in Egypt ian t reasury bills, recording net  

purchases of US$ 11.5 billion during period of study, compared to US$ 4.3 billion during 

the period of comparison, and to the bonds offered abroad by the Egypt ian 

government , in the amount  of US$ 3.3 billion during the period January-M arch 

2017/ 2018. 

─ Other investments decreased to register net  out flows of US$ 1.6 billion (-0.6 percent  of 

GDP) during the period July-M arch 2017/ 2018, compared to net  inflows of US$ 12.8 

billion (5.0 percent  of GDP) in the corresponding period of the last  fiscal year.  
 

─ Net change in the liabilities of the CBE to the external world decreased, post ing a net  

external repayment of US$ 3.3 billion during the period July-M arch 2017/ 2018, 

compared to US$ 7.7 billion in the corresponding period of the last  fiscal year. 

 

§ Net errors and omissions recorded a net  out flow of US$ 2.8 billion (-1.1 percent  of GDP) 

during the period July-M arch 2017/ 2018, compared to an out flow of US$ 3.6 billion  (-1.4 

percent  of GDP) in the corresponding period of the last  fiscal year. 

Ø  According to the latest  published figures, total number of Tourist Arrivals increased by 54.3 

percent to reach 4.7 million tourists during the period from July to December 2017, 

compared to 3.1 million tourists during July-December 2016. M oreover, Tourist Nights 

increased to reach 52.1 million nights during July-December 2017 increasing by 171.3 

percent , compared to 19.2 million nights during the same period last  year. 

  


