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Executive Summary
Main Highlights

The way towards growth and development cannot be completed by only one kind of reform.
The Ministry of Finance believes that the uprising of the Egyptian economy should be
accompanied by a comprehensive reform that does not only include the economic reform but
also an institutional reform is highly needed to complete the picture. The Ministry is going
forward in the reform process through establishing the first Administrative Training Centre to
reinforce capacity building for all the workers in the Ministry that will eventually increase the
quality of its output. Another unit has been established under the name Fiscal Transparency
and Citizen Engagement that specializes in making all data publicly available in a concrete,
comprehensible and timely manner through publishing several Fiscal Reports that cover the
whole budget preparation process: the beginning of the budget, the implementation
throughout the year and an end report. The unit also ensures the sustainability of Egypt's
success in the Fiscal Transparency Index that increased 25 notches last year to be among the
world' average.
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Moreover, to raise the internal monitoring competence, the Ministry of Finance announced
earlier that a new Internal Monitoring Unit has been formed to ensure that all the ministry's
tasks undergo a monitoring process. Its main duty is following up the budget implementation
and evaluating and managing the risks. This is considered the first internal monitoring unit in
the whole government that's established in accordance with international best practices.

The institutional reform plan also includes the enhancement of the Tax and Customs Services,
which will be completed by the end of June 2020, and it's considered as an important
mechanism for economy and national security, as well as tightening control over all ports,
combating customs smuggling and expanding the use of inspection equipment and the
development of logistics centers. In addition to activating a system for electronic payment that
includes both taxes and customs payments in the beginning of 2019. Also, implementing the
Treasury Single Account (TSA) and the Government Financial Management Information System
(GFMIS) will contribute to a more financial control.
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The legislative reforms in the coming phase will focus on issuing a draft law to simplify and
standardize tax procedures, whether in the income tax or value added tax, as well as the
issuance of a new law for customs and the electronic bill system that will contribute to an
accurate and immediate implementation of the VAT. Moreover, the General Contract Law No.
182 of 2018 will be activated next fiscal year 2019/2020 to ensure the efficiency of financial
disbursements and to encourage the business community to present its yearly plans and needs
as a mean to expand the circle of competition and equal opportunities, which will contribute to
the overall improvement in the level of services provided by government agencies.

Recent promising indicators

Real Sector

8 The macroeconomic scene witnessed a noticeable improvement given the adoption of
economic reforms by the Egyptian government which was reflected on the Egyptian
economic indicators on so many levels. GDP grew by 5.2 percent during FY17/18,
compared to 3.6 percent during the last fiscal year. Net Exports performance was the
highlight contributing positively to growth by 1.8 PPT, compared to a negative contribution
of 1.4 PPT during FY16/17. Meanwhile, public and private consumption have contributed
to growth by a total contribution of 1.1 PPT, compared to 3.7 PPT during FY16/17.
Investments contributed positively to growth by 2.4 PPT, compared to a lower contribution
of 1.8 PPT during FY16/17.

Furthermore, total Production Index rose by 7.5 percent on annual basis recording an
average of 130.2 points during FY17/18, compared to 121.1 points during FY16/17, driven
mainly by Tourism Sub-Index that hiked by 65.8 percenton annual basis, recording an
average of 102.7 points during FY17/18, compared to 62 points during FY16/17,
and Natural Gas Sub-Index that picked-up by 13.1 percent on annual basis, recording an
average of 172.4 points during FY17/18, compared to 152.4 points during FY16/17.

Contribution to GDP Growth (at market prices) (PPT) Contribution to GDP Growth (at factor cost) (PPT)
(2010/2011 - July- June 2017/2018) (2010/2011 - July- June 2017/2018)
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8 PMI is on a climbing trend, and which has increased to reach 50.5 in August 2018,
compared to a five-year low of 41.7 in July 2013. This is in light of the substantial
increases in New Export Orders Index to record 51.1, New Orders Index increased to
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50.8 and Output Index increased to 50, in addition to the increase in Stocks of Purchases
Index to reach 47.4 and the reduction in raw material prices.

8 Net International Reserves (NIR) shows enormous improvement, inching up to a record-
high US$44.501 billion during November 2018 (covering 8.5 months of imports),
compared to the same amount last month, and compared to a lowest level of US$ 13.4
billion at end of March 2013 (covering 3.5 months of imports).

§ Regarding EGX indices, the Egyptian Exchange market capitalization stabilized m-o-m during
November 2018 to reach LE 751 billion. The EGX-30 Index increased by 0.5 percent during
November 2018 to reach 13,319.5 points, compared to closing at 13,250.3 points in the
previous month. Meanwhile, the EGX-70 decreased by 2 percent, closing at 681.6 points
compared to 695.4 points in the previous month.

Fiscal Sector

8 Fiscal Performance during the period July-November 2018/2019 is one of the promising
signals of economic reform success. Budget deficit decreased to record 3.1 percent of GDP
during the period July-Nov 2018/2019, compared to 3.7 percent during the same period last
year. This could be explained in light of the increase in Revenues by 27.1 percent during
the period of study, exceeding the growth in expenditure recording 16.7 percent. On the
Revenues Side, there is a clear increase in Tax Receipts (78.1 percent of total revenues) by
LE 47.0 billion (23.1 percent growth increase) to record LE 250.9 billion during the period of
study: General Sales Tax on Goods recorded LE 130.3 billion (increasing notably by 20.9
percent (LE 22.5 billion) in light of increased receipts from VAT on imported goods and
domestic goods. Income tax receipts increased to record LE 77.2 billion during the period of
study. Taxes on Domestic Salaries reached LE 19.4 billion to increase by 38.9 percent (LE
5.4 billion). Meanwhile, Tax Receipts from Suez Canal increased by 36.5 percent (by LE 3.9
billion) to reach LE 14.5 billion, and receipts from Other Companies have increased by 34.7
percent (LE 5.8 billion) to reach LE 22.6 billion, and Tax Receipts from EGPC have increased
by 21.1 percent (LE 2.0 billion) to reach LE 11.4 billion.

Fiscal Sector Performance during July- Nov 2018/2019

(LE billion)

July- Nov Growth rate
2019/18 2018/17

Revenues 321,077 252,628 27%

As a percent of GDP 6.1% 5.7%
Taxes 250,920 203,901 23%
Grants 415 125 231%
Other Taxes 69,742 48,601 43%

Expenditure 484,225 415,047 17%

As a percent of GDP 9.2% 9.3%
Wages and Compensation of Employees 110,959 93,196 19.1%
Purchase of Goods and Services 23,081 13,461 71%
Interest Payments 178,271 150,691 18%
Subsidies, Grants and Social Benefits 92,695 97,559 -5%
Other Expenditures 32,490 32,539 0%
Purchases of Non-financial Assets 46,729 27,601 69%
(investments)

Cash Deficit 163,148 162,419

Budget Deficit 162,334 163,617

Primary Deficit (%00f GDP) 0.3% -0.3%

Budget Deficit (%60f GDP) 3.1% 3.7%
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Moreover, Non-Tax Revenues (21.9 percent of total revenues) increased by LE 21.4 billion
(44.0 percent growth increase) to record LE 70.2 billion during the period of study. This came
mainly in light of the increase of Proceeds from Sales of Goods and Services by LE 7.7 billion to reach

LE 18.3 billion, and the increase of dividends received from economic authorities by LE 1.2 billion (by
44.3 percent) to reach LE 3.9 billion during the period of study, compared to LE 2.7 billion during the

same period of last year. On the expenditure side, reprioritization is to achieve the best social
yield through investment in human capital and better distribution of services and
infrastructure. Spending on social security benefits (Cash Transfers) rose by 12.5 percent (LE
0.1 billion) to record LE 8.8 billion. Moreover, Investment Spending rose by 69.3 percent (LE
19.1 billion) to record LE 46.7 billion during the period of study.

External & Domestic Debt

§ Total Government Debt (domestic and external) increased to LE 4315 billion (97.2 percent of
GDP) at end of June 2018 compared to 3748.7 billion (108 percent of GDP) at end of June 2017.
This is driven mainly by increased Domestic debt since Treasury Bills debt increased to LE 1547
billion end of June 2018, compared to LE 1186 billion end of June 2017. However, Total
Government Debt decreased by around 10 percent of GDP as a result of fiscal consolidation and
efforts to put debt levels on a downward path over the medium term. Meanwhile, government
external debt increased as loans increased to US$ 33.4 billion end of June 2018, compared to
US$ 25.9 billion at end of June 2017. Meanwhile, Monetary Authorities debt decreased to US$
26.6 billion at the end of June 2018, compared to US$ 30.3 billion last fiscal year.

Domestic Debt Indicators
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Inflation

§ Alternatively, Inflation spiral has continued to take hold in light of recent fiscal reform
measures since the beginning of current fiscal year. Headline Urban Inflationincreased for the
third month in a row to record 17.7 percent in October 2018, compared to 16.0 percent during
previous month. Factors contributing to this include the increase in annual inflation among
some main groups during the month of study compared to last month. On the top of which
comes; “Vegetables™ by 54.6 percent, “Bread& cereals” by 18.2 percent, “Fruit” by 21.6 percent,
“Transport services" by 59.6 percent, “Personal transport equipment" by 26.8 percent, “Tobacco"
by 22.9 percent, “Water supply& services related to dwelling" by 33.8 percent, “Clothing" by 14.8
percent, “Footwear" by 20 percent, “Education" by 14.7 percent, and “Household Textiles" by 19.6
percent. While, on comparing the average annual inflation rate recorded since the beginning
of current fiscal year it has reached 15.4 percent during July- Oct 18/19, declining notably by
almost a Half compared to 31.8 percent recorded during the same period of last year.
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Monetary Sector

8 Regarding Monetary Developments, CBE continues its efforts to contain inflation, as M2
growth has subdued to 16.3 percent in September 2018 (LE 3547.8 billion), compared to 17.0
percent in last month, and compared to 39.7 percent during September 2017, according to
recent data released by the CBE. This can be explained by the decrease in Money (M1) growth
to record 13.6 percent in September 2018, compared to 16.6 percent last month, driven by the
decrease in Demand Deposits in Local Currency to record 22.7 percent compared to 31.5
percent last month. However, Quasi Money growth stabilizes at 17.2 percent in September
2018 compared to the same percentage last month.

Meanwhile, Net domestic assets (NDA) annual growth increased to record 16.3 percent at end
of September 2018 (LE 3329.5 billion), compared to 14.9 percent last month (LE 3251.4 billion),
driven by an increase in Net Claims on Government and GASC to record 18.9 percent
compared to 17.8 percent last month, and Net Claims on Private Sector has increased to 12.5
percent compared to 11.8 percent last month. On the other hand, there's a decrease in annual
growth trend in Net Foreign Assets (NFA) that records 15.7 percent (LE 218.3 billion) at end of
September 2018, compared to 51 percent (LE 264 billion) last month, mainly due to the
decrease in Banks' Net Reserves to record -181.9 percent compared to -151.8 percent last
month.

Moreover, Total Deposits annual growth rate— excluding deposits at the CBE — decreased to
record 14.7 percent (LE 3644.4 billion) at the end of September 2018, compared to 15.4
percent last month. Out of total deposits, 85.7 percent belonged to the non-government
sector. However, annual growth rate in Total Lending by the banking sector (excluding CBE)
increased to record 16.5 percent (LE 1657.8 billion) at end of August 2018, compared to 15.8
percent last month. Nevertheless, the Loans-to-deposits Ratio increased to record 45.5
percent at end of September 2018, compared to 45.3 percent last month.

8 In the same context, CBE decided at Monetary Policy Committee meeting held on December
27™ 2018 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 addition, the discount rate was kept unchanged at 17.25 percent.

External Sector

8 The Balance of Payments ran an overall surplus, thanks to accelerating Tourism, and
Workers’ remittances. BOP has recorded a surplusof US$ 12.79 billion (5.1 percent of GDP),
during the FY 2017/2018, compared to a surplus of US$ 13.72 billion (5.8 percent of GDP) in
the FY 2016/2017, spurred by the decline in current account deficit, which recorded US$ -6
billion in the FY 2017/2018, compared to US$ -14.4 billion in the last FY 2016/2017.

This was attributed to the increase in the services balance surplus to record US$ 11.1 billion
(4.4 percent of GDP) during the FY 2017/2018, compared to a lower surplus of US$ 5.6 billion
(2.4 percent of GDP) in the period of comparison, mainly driven by an increase in workers’
remittances by US$ 4.6 billion to record US$ 26.4 billion compared to US$ 21.8 billion in the
period of comparison. This coincided with a steady trade balance deficit at US$ 37.3 billion (-
14.85 percent of GDP) during the FY 2017/2018, compared to the same value last fiscal year.
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On the other side, current account surplus, were offset by a subdued declined in the capital
and financial account, and which slipped by 29 percent to record US$ 22 billion in FY
2017/2018, compared to US$ 31 billion during last fiscal year, highlighting the impact of
contracted Portfolio Investments, to reach US$ 12.1 billion (4.8 percent of GDP) during the FY
2017/2018, compared to US$ 16 billion (6.8 percent of GDP) during the last fiscal year, as well
as a mere decline in FDI to record US$ 7.7 billion (3.1 percent of GDP) during the FY 2017/2018,
compared to US$ 7.9 billion (3.4 percent of GDP) in the last fiscal year.
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