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Disclaimer

The cut-off date for the data included in this report is April 10, 2019. Some of the data presented
are preliminary or subject to revisions. There has been new incoming data since the cut-off date,
including but not limited to the release of the inflation statistics for April and May 2019. Further-
more, the Monetary Policy Committee decided to keep the Central Bank of Egypt's key policy rates
unchanged in its meeting held on May 23, 2019. These and all other incoming data will be incor-

porated in the following Monetary Policy Report.
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Figure 1
Economic Growth of Egypt’s External Environ-
ment V
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Source: Bloomberg & Central Bank of Egypt calculations.
1/ The series is weighted using Egypt’s trade volume in 2015/16.

Figure 2
Headline Inflation of Egypt’s External Environ-
ment ¥/
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Source: Bloomberg & Central Bank of Egypt calculations.
1/ The series is weighted using Egypt’s trade volume in 2015/16.

Figure 3

Contribution to Brent price change
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The Initial Conditions

a) Global economic as well as trade growth continued to
slow down, international oil prices rose, and capital
flows returned to emerging markets.

Economic growth of Egypt’s external environment contin-
ued to soften during 2018 Q4, registering 2.5% down from
2.7% in in the previous quarter and from 3.2% in 2017 Q4,
the highest pace since 2011. Economic growth in advanced
economies continued to ease for the fourth consecutive
quarter to register 1.4% in 2018 Q4, compared to 1.8% in
2018 Q3, as slower growth in the euro area and the United
Kingdom more than offset a stronger growth in Japan.
Meanwhile, economic growth in the United States re-
mained unchanged in 2018 Q4, compared to the previous
guarter. On the other hand, economic growth in emerging
economies stabilized for in 2018 Q4 at 4.9%, after main-
taining continuous improvement between 2015 Q4 and
2018 Q2. Higher growth in Russia offset slower growth in
China, India and Brazil, compared to the previous quarter.

Headline inflation of Egypt’s external environment contin-
ued to decline in January and February 2019, registering
an average of 1.9%, compared to 2.3% in 2018 Q4. Infla-
tion in advanced economies declined in January and Feb-
ruary 2019, registering an average of 1.5% down from
2.0% in 2018 Q4. Meanwhile, inflation in emerging econo-
mies stabilized in January and February 2019, registering
an average of 2.9%, after accelerating to 3.0% in 2018 Q3.
The deceleration of the inflation rate in China, Brazil and
India offset the acceleration of the inflation rate in Russia,
compared to the previous quarter.

Annual global trade growth continued to slow down for
the fifth consecutive quarter in 2018 Q4 to register 1.4%,
compared to 3.6% in the previous quarter and down from
a peak of 5.3% in 2017 Q3.

Brent crude oil prices increased for the third consecutive
month in March 2019, registering an average of 66.1
USD/barrel compared to an average of 57.4 USD/barrel in
December 2018. OPEC and its partners remain committed
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Figure 4

International Food Prices

(In %, y/y, using domestic CPI basket weights of core
food items))
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Figure 5

Advanced Economies Central Banks’ Policy
Rates

(In %)
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Source: Bloomberg and Central Bank of Egypt calculations.

Figure 6

Emerging Markets Capital Flows Proxy
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Source: Bloomberg.

to continue production cuts until at least June 2019, while
production from the United States continued to increase.

International food prices, using domestic CPI basket
weights of core food items, continued to decline on annual
terms in March 2019 for the ninth consecutive month,
however, by a weaker magnitude since December 2018.
The decline was mainly due to red meat, dairy products
and oils, as supply conditions improved.

The Federal Reserve kept its policy rate unchanged in Jan-
uary and March 2019 after raising it by 25 basis points in
December 2018, marking the fourth policy rate hike in
2018. Moreover, the Federal Reserve decided to slow the
pace of its balance sheet unwinding plan, which started in
October 2017, by slowing down the reduction of its hold-
ing of government debt starting May 2019 before ending
the program in September 2019. Meanwhile, the Euro-
pean Central Bank also kept its policy rate unchanged in
January and March 2019, while it decided to launch a new
series of quarterly targeted longer-term refinancing oper-
ations with a maturity of two years between September
2019 and March 2021, each. Furthermore, the Bank of
England kept its policy rate unchanged in February and
March 2019, after raising it by 25 basis points in August
2018 for the second time since November 2017.

Capital flows returned to emerging markets in 2019 Q1,
after eleven months of outflows that started in February
2018. The return of international capital to emerging mar-
kets was mainly supported by monetary policy normaliza-
tion pause in advanced economies. However, the direction
of capital flows remains subject to the economic activity
growth outlook as well as the prospects of further escala-
tion of trade tensions.
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Figure 7
Contribution to the Current Account

(In p.p., y/y unless otherwise specified)
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Source: Central Bank of Egypt.

Figure 8
Tourism Receipts and Payments
(In USD billion)
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Source: Central Bank of Egypt.

Figure 9
Difference between Foreign Direct Invest-
ments (net) and the Current Account Exclud-
ing Official Transfers
(In USD billion)
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b) The hydrocarbon trade balance registered a surplus
for the first time since 2013 Q4, nevertheless, the cur-
rent account deficit widened.

After improving on annual terms for seven consecutive
guarters between 2016 Q4 and 2018 Q2, the current ac-
count deficit widened in 2018 Q4. A less favorable contri-
bution from remittances, net services receipts and the
non-hydrocarbon trade deficit has more than offset the
more favorable contribution from the hydrocarbon sur-
plus and net investment income.

Nevertheless, the deficit of net exports of goods and ser-
vices continued to narrow in 2018 Q4 on annual terms for
the eighth consecutive quarter. This was due to a more fa-
vorable contribution from imports of goods and services,
mainly those related to the hydrocarbon sector, which
more than offset the less favorable contribution from ex-
ports.

The hydrocarbon trade balance continued to improve on
annual terms for the fourth consecutive quarter to register
a surplus in 2018 Q4 for the first time since 2013 Q4. The
improvement was mainly driven by lower imports, which
coincided with the accelerating annual pace of domestic
natural gas production.

The non-hydrocarbon trade deficit continued to widen on
annual terms in 2018 Q4 for the fifth consecutive quarter.
This was mainly due to a less favorable contribution from
imports, which more than offset the more favorable con-
tribution from exports.

The services surplus continued to increase in 2018 Q4 on
annual terms for the eighth consecutive quarter, yet its
pace of growth declined to the lowest level since 2017 Q1.
The slower annual pace was mainly due to a less favorable
contribution from net receipts from tourism as well as net
other services, which more than offset a more favorable
contribution from transportation excluding Suez Canal
tolls, net government services and Suez Canal tolls. Mean-
while, remittances declined on annual terms in 2018 Q4
for the first time since 2016 Q2.
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Figure 10
Foreign Direct Investments by Sector
(In USD billion)
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Source: Central Bank of Egypt.
Figure 11
Real GDP Growth at Market Prices
(Inp.p., y/y)
= Private domestic demand
mmmmm Net Exports
14 = Public domestic demand

______ GDP Expenditure

10
X X . 55
4.9 39 42 53 53 54 54 53
6 -
2 ’_['l'l]-'-l
-2
-6
S © O ®mM © N~ |~ O W O
© O d d oA o 49|+ o9 < < «
L I Jd o o o9 ; ] : )
M N & § B & K| O = ¢ a o
© © © o & o 4|9 & 5 o ©
W o 49 % & K = n 0
© © d o
e L g d
g 8 S &
O O A «

Source: Ministry of Planning, Follow-up and Administrative
Reform.

Figure 12
Contribution to Real GDP Growth by Sector
(Inp.p., y/y)
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Source: Ministry of Planning, Follow-up and Administrative
Reform.

Net Foreign Direct Investment (FDI) inflows resumed its
annual decline in 2018 Q4 for the second consecutive
quarter due to higher gross outflows, after witnessing an
annual increase in 2018 Q2 for the first quarter since 2017
Q2. Portfolio flows excluding Eurobonds continued to reg-
ister a net outflow in 2018 Q4 for the third consecutive
quarter amid unfavorable global conditions for emerging
markets, though at a slower pace compared with the pre-
vious two quarters. This, however, was mostly offset by
net inflows from commercial banks’ net foreign assets.
Meanwhile, gross international reserves stabilized in April
2019 for the second consecutive month at USD44.2 billion,
after increasing in February 2019 supported by the issu-
ance of Eurobonds by the Ministry of Finance.

¢) Real GDP growth rose to 5.5% in 2018 Q4 from 5.3%
in the previous quarter, while the unemployment rate
dropped to its lowest rate since 2010.

Higher net external demand for Egyptian goods and ser-
vices reinforced a more balanced expenditure structure
and supported the rebound of economic growth since
2017/18. Meanwhile, the contribution of domestic de-
mand to GDP growth remained contained, and the unem-
ployment rate dropped to 8.9% in December 2018, the
lowest rate since December 2010.

The recentimprovement in the contribution of net exports
was mainly driven by the continued drop in real imports,
while the growth of real exports strengthened slightly af-
ter weakening for 4 consecutive quarters. On the other
hand, the contribution of private domestic demand to GDP
growth weakened due to the drop in the contribution of
private consumption and investments. Meanwhile, public
domestic demand stabilized during the same period, as
the slight rebound of public consumption contribution was
offset by the slight drop in the contribution of public in-
vestments.

At the sectoral level, growth stabilized compared to the
previous quarter, as the boost in the contribution of public
sector to GDP growth was offset by the weakness in that
of the private sector. The boost in the public sector contri-
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Figure 13

Leading Indicators

(In %, y/y, unless otherwise specified)
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Figure 14
Contribution to M2 Growth
(Inp.p., y/y)
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Source: Central Bank of Egypt.

Figure 15
Inflation Adjusted L/C Claims on the Private
Sector

(In %, y/y, average of period)
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bution to GDP was primarily due to the increase in the con-
tribution of natural gas extractions, while that of other
sectors remained stable. The contribution of the private
sector to GDP growth dropped due to weaker growth in
the tourism sector, which more than offset the improve-
ment in the construction sector.

Available leading indicators for the non-hydrocarbon sec-
tor mostly point to weakening activity in 2019 Q1. The Pur-
chasing Manager’s Index average level in 2019 Q1 weak-
ened compared to 2018 Q4, despite improving in March
2019, and the manufacturing index continued to contract
in January 2019, albeit by a slightly lesser degree com-
pared to 2018 Q4. Furthermore, the number of tourist
nights contracted on annual terms in January 2019 for the
first time since November 2016, and total car sales grew
on average at a slower pace in January and February 2019
compared to the average pace registered in 2018 Q4. On
the other hand, Suez Canal net tonnage grew on annual
terms at a slightly higher pace in January and February
2019 on average compared to 2018 Q4.

In the hydrocarbon sector, natural gas production contin-
ued to increase strongly on annual terms, yet at slower
pace during January 2019, compared to the average pace
in 2018 Q4.

d) Broad money growth continued to decline supported
by fiscal consolidation and the containment of other
broad money counterpart assets’ growth.

Following the fading of the exchange rate revaluation ef-
fectin 2017 Q4, annual M2 growth continued to decline to
average 11.6% in 2019 Q1, supported by fiscal consolida-
tion and the containment of other broad money counter-
part assets growth. In 2019 Q1, the negative annual con-
tribution of foreign non-bank financing of the fiscal budget
deficit eased, in line with the monetary policy normaliza-
tion pause in advanced economies. This was more than
offset by the drop in contribution of bank financing of the
fiscal deficit in addition to the expected drop in contribu-
tion of external financing, compared to 2018 Q4. Mean-
while, the contribution of all non-fiscal financing compo-
nents of broad money declined with the exception of
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Figure 16
CIC Outside the Banking System?/
(In %)
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Source: Central Bank of Egypt.
1/ Average CIC to four quarters rolling sum of GDP.

Figure 17
Developments of F/C Deposits
(In %, y/y, unless otherwise stated)
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Figure 18
Contribution to Adjusted MO and the Money
Multiplier ¥
(In p.p., y/y unless otherwise stated)
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Source: Central Bank of Egypt.
1/ MO adjusted by total excess liquidity.

claims on the private sector which picked up slightly. The
decline in M2 growth favorably coincided with an annual
increase in broad money velocity that suggests lower
room for noninflationary money growth.

Meanwhile, following its decline between 2017 Q2 and
2018 Q1, the contribution of claims on the private sector
to M2 growth continued to pick up in 2019 Q1. Similarly,
inflation adjusted L/C claims on the private sector contin-
ued to witness annual increases since 2018 Q1, after re-
cording annual contractions in 2017. The recovery was es-
pecially evident for claims on the private business sector,
while claims on the household sector recovered by a rela-
tively weaker magnitude.

Within the components of M2, CIC as a percent of L/C de-
posits in M2 continued to decline in 2019 Q1 for the third
consecutive quarter recording a ratio below its long term
historical average, which suggests lessening currency
holding behavior. Meanwhile, the annual growth of F/C
deposits in USD as well as the dollarization ratio defined as
F/C deposits to total deposits in M2 broadly stabilized dur-
ing 2019 Q1.

Moreover, the structure of household deposits in L/C con-
tinued to be dominated by deposits more than three years
since May 2018, following one and a half years of domi-
nance by deposits less than three years amid the introduc-
tion of one and a half year saving certificates at a higher
rate compared to longer term saving certificate rates. The
reversal of the structure of household deposits is con-
sistent with redemptions of these certificates since May
2018, given their cancellation by public banks in late April
2018.

Annual growth of MO, adjusted by total excess liquidity,
continued to decline in 2019 Q1 for the sixth consecutive
guarter due to CBE balance sheet operations that lowered
excess liquidity growth. The money multiplier, measured
as the ratio between local currency components of broad
money and MO as defined above, increased slightly in 2019
Q1, following its broad stability between 2017 Q4 and
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Figure 19
Excess Liquidity
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Source: Central Bank of Egypt.
1/ Excess liquidity is adjusted by O/N lending facility.

Figure 20
O/N Interbank and CBE Policy Rates
(In %, unless otherwise stated)
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Source: Central Bank of Egypt.

Figure 21
Demand for, and Supply of the Treasury’s L/C
Marketable Securities/

(In x, unless otherwise stated)
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Source: Central Bank of Egypt calculations.
1/ Up to April 8, 2019.

2018 Q4. This was mainly due to lower excess liquidity as
a ratio of L/C deposits in M2.

e) Real monetary conditions remained tight.

Real monetary conditions remained tight, backed by re-
ceding inflationary pressures as well as previous policy
rate increases, notwithstanding the cumulative 300 bps
policy rate cuts in 2018 Q1 and 2019 Q1.

After declining between December 2018 and mid-Febru-
ary 2019, excess liquidity rose between mid-February and
mid-March 2019 before stabilizing to record an average of
EGP734.5 billion (13.8% of GDP) during the maintenance
period ending on April 8, 2019 compared to EGP665.4 bil-
lion (12.5% of GDP) recorded on average during the
maintenance period ending February 11, 2019.

Meanwhile, interbank activity remained relatively stable
since April 2018, with interbank rates remaining below the
policy rate by around 30 bps, as higher long-term absorp-
tion tenors offset the effect of higher short-term absorp-
tion of excess liquidity. Meanwhile, the interbank vyield
curve shifted downward post the 100% transmission of the
100 bps policy rate cut on February 14, 2019.

Yields for L/C government securities declined to 14.0% net
of tax in March 2019 and 13.8% during the first two issu-
ances in April 2019, the lowest since May 2018. This com-
pares to the 15.6% recorded on average during 2018 Q4
and January 2019, prior to the 100 bps policy rate cut in
February 2019. The 1.6p.p. decline in March 2019 was due
to the increase in demand reflected by higher coverage ra-
tio which recorded 2.3x in March 2019 compared to 2.0x
recorded during 2018 Q4 and January 2019 before declin-
ing to 1.6x during the first two issuances in April after be-
ing affected by emerging market developments. Neverthe-
less, treasury yields inched down further during the begin-
ning of April 2019, supported by lower accepted-to-re-
quired ratio, which was more than enough to offset the
decline in demand. The accepted-to-required ratio rec-
orded 0.8x during the first two issuances in April 2019
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Figure 22

Rates of the Treasury’s L/C Marketable Securi-
ties

(In %, unless otherwise stated)
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Source: Central Bank of Egypt calculations.
1/ Up to April 8, 2019.

Figure 23

Select Market Interest Rates
(In %)

= = = « O/N Interbank Rate

WACF (Tax adjusted)
w.a. Rate of New Deposits
w.a. Rate of New Lending

A

20

15 -

10 -
- e
5 +4—+F—F+7FFFF—F—F7—7—1
N AN NOOOSESITOHOWOW O ONMNDMNMNDMNOWDOOOO
S G A A A A A g g d A
2S5 O XV K5 DE S 252959285
$REIEEZR3555E3888¢:
Source: Central Bank of Egypt.
1/ Up to March 2019.
Figure 24
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1/ Equity performance calculated on EGP basis.

2/ Up to April 10, 2019.

compared to 1.1x recorded in March 2019 and 1.0x rec-
orded during 2018 Q4 and January 2019.

Meanwhile, Egyptian Eurobond yields have been declining
since the beginning of 2019 in line with the improvement
in the risk premium for emerging markets, after increasing
during most of 2018. Moreover, Egypt’s CDS spreads re-
mained relatively low compared to the majority of peers
with similar sovereign credit rating. Furthermore, Egypt’s
credit rating was upgraded by Moody’s in April 2019, by
Fitch Ratings in March 2019, following the upgrade by S&P
in May 2018.

In the banking sector, March 2019 data reflected partial
transmission of the 100 bps policy rate cut on February 14,
2019 to rates of new deposits, which declined to 12.0%.
The limited transmission in the magnitude of 0.7x the pol-
icy rate cut was due to adjustment of flexible deposit rates,
as fixed-rate saving certificates more than or equal to
three years remained broadly unchanged.

Meanwhile, rates of new loans remained relatively stable
to record 17.7% in March 2019 due to the weaker impact
of loans at subsidized interest rates. As a result, interest
rate margins widened to 5.7p.p. compared to 4.6p.p. rec-
orded on average between April 2018 and January 2019.

In equity markets, real prices recovered since the begin-
ning of the year after declining in 2018, supported by net
buying mainly by Egyptian investors. Since the beginning
of the year, EGX30 USD index recovered by cumulative
20% outpacing the MSCI emerging market index’s 11%.
Meanwhile, real unit prices in 2019 Q1 inched down in the
secondary market as the demand continued to shift from
the secondary market towards the primary market, given
more flexible payment plans offered by numerous devel-
opers in the wake of tight liquidity conditions.

f) Inflationary pressures remained contained and an-
nual core inflation continued to record single digits for
the ninth consecutive month.

Annual headline inflation recorded 14.2% in March 2019
compared to 14.4% and 12.7% in February and January
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Figure 25 2019, respectively. Meanwhile, annual core inflation con-
Headline and Core Inflation'
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Source: Central Agency for Public Mobilization and Statistics and in the second half of 2018.

Central Bank of Egypt.
1/Core inflation is headline inflation excluding regulated and

volatile food items. Nevertheless, given the containment of underlying infla-
tionary pressures, annual inflation of services and retail
Figure 26 items continued to record single digits for the sixth and
Contribution to Headline Inflation fifth consecutive month, respectively, while annual infla-
(In p.p., m/m) . . . . ..
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Source: Central Agency for Public Mobilization and Statistics and

Central Bank of Egypt. food items remained broadly stable in March 2019 after
increasing in January and February 2019, mainly due to
Figure 27 volatile food items, following its decline in November and
Contribution to Headline Inflation December 2018.
(In p.p., y/y, weights in parenthesis)
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Source: Central Agency for Public Mobilization and Statistics and  tion of fresh vegetables in September and October 2018.
Central Bank of Egypt. . . X
However, it was partially reversed in November 2018 and

by a larger extent in December 2018.

Monetary Policy Report 1 /2019 | Central Bank of Egypt



Figure 28
Contribution to Headline Inflation

In March 2019, prices of potatoes increased for the second
(In p.p., m/m, weights in parenthesis)

consecutive month, contributing on average by 30.1% to
_ Non-Food (60.1%) mFood (39.9%) . . . . i
] monthly headline inflation. Prices of tomatoes declined af-
ter increasing for two consecutive months.

In the meantime, prices of core food items inched up
slightly since January 2019, mainly due to higher prices of
poultry which increased for the third consecutive month

55555233 %33 2 3 in March 2019, contributing on average by 15.8% to
5 ¥ 3 $ 3 5 % 3 % 3 5 B o , o , .
= 2= 28 =2 > § 2 8 = monthly headline inflation. In addition, prices of rice as

Source: Central Agency for Public Mobilization and Statistics and well as fish and seafood increased for the sixth and third
Central Bank of Egypt.

consecutive month, respectively.

Figure 29

Average monthly core food inflation witnessed domesti-
International vs. Domestic Core Food Prices

(In %, m/m, using domestic CPI basket weights) cally since January 2019 was largely consistent with
International Core Food Prices (based on domestic monthly international core food inflation, after diverging
weights) .

12 —— Domestic Core Food Prices between August and December 2018. International core

12 ] food inflation continued to be mainly driven by prices of

2 ] dairy products and red meat since December 2018, while

S i contribution of poultry prices was negative since February

-2 1 2019.
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Source: Central Agency for Public Mobilization and Statistics,
Central Bank of Egypt, World Bank and Food and Agriculture
Organization.
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The Outlook

After the MPC decided to cut key policy rates by 100 basis points in its meeting on February 14, 2019,
it decided in its meeting on March 28, 2019 that current policy rates are appropriate to achieve the
inflation target of 9 percent (£3 percentage points) in 2020 Q4 that was announced in December 2018.

Figure 30
Inflation Forecast ¥/ %/
(In %, y/y)
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Source: Central Bank of Egypt.

1/ The chart captures uncertainty regarding the inflation forecast with its most likely evolution, given the risks. The band around the center of the

forecast shows the range of inflation outcomes that can occur with 30% probability, while the widening bands represent a gradually increasing
probability of 50%, 70% and 90%.

2/ The higher inflation in the quarter of March 2020 is due to strong unfavorable base effects in the month of December 2019, in the case of
absence of the supply shocks witnessed in 2018.

Real GDP growth is expected to continue recovering, benefiting from continued structural re-
forms, despite being affected by potential fiscal consolidation measures. The primary fiscal bal-
ance is targeted to record a surplus of 2.0% of GDP in 2018/19, compared to a surplus of 0.1% of
GDP in 2017/18 and a deficit of 1.8% of GDP in 2016/17, and is targeted to maintain this surplus
thereafter. Meanwhile, the overall fiscal deficit is targeted to decline to 8.4% and 7.2% of GDP in

2018/19 and 2019/20, respectively, compared to 9.7% in 2017/18 and 10.9% in 2016/17, and is
targeted to continue declining thereafter.

The outlook for Brent crude oil price incorporated in the domestic inflation outlook remaind un-
changed compared to the previous Monetary Policy Report, while spot prices remain subject to
volatility due to potential supply-side factors as well as geopolitical risks. Domestically, cost recov-
ery for most fuel products is expected to be reached and automatic fuel price indexation to un-
derlying costs is expected to be implemented. Meanwhile, international food price forecasts, rel-

evant to Egypt's consumption basket, are expected to decline slightly during 2019 before increas-
ing in 2020.

In addition to international commodity price developments, risks surrounding the inflation out-
look from the global economy continue to include trade tensions and economic growth develop-
ments. Meanwhile, domestic risks continue to include the timing and magnitude of potential fiscal
consolidation measures and the evolution of inflation expectations.
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Table Al: CPI Contribution

Mar-  Apr- May- Jun- Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar-

Weights 15" 18 18 18 18 18 18 18 18 18 19 19 19
Monthly Contributions to Headline CPI Inflation (in p.p.)

Regulated Items 18.7 0.0 0.0 0.2 17 0.9 0.2 0.0 0.4 0.0 0.0 0.0 0.0 0.0
Fresh Fruits & Vegetables 6.9 0.5 0.7 -1.0 0.7 11 1.2 2.5 1.6 -1.1 -3.4 0.3 1.1 0.5
Core CPI 74.4 0.5 0.8 1.0 11 0.4 0.4 0.0 0.6 0.3 0.0 0.3 0.6 0.3
Food Prices 31.1 0.4 0.5 0.9 04 -01 0.3 -0.1 0.2 0.1 -0.1 0.1 0.7 0.3
of which

Poultry & Red Meat 10.0 0.2 0.4 0.3 0.0 -0.2 0.2 -0.2 0.1 -0.1 -0.3 0.0 0.5 0.1
Food excl. Poultry & Red Meat 211 0.2 0.1 0.6 0.3 0.2 0.1 0.0 0.1 0.2 0.2 0.1 0.2 0.1
Retail Prices 145 0.0 0.2 0.1 0.1 0.1 0.0 0.0 0.1 0.1 0.0 0.0 -0.1 0.0
Services 28.9 0.1 0.0 0.0 0.7 0.3 0.1 0.0 0.4 0.0 0.0 0.1 0.1 0.0

Annual Contributions to Headline CPI Inflation (in p.p.)

Headline 100

Regulated Items 18.7 3.2 3.1 3.3 5.1 5.0 4.7 4.3 4.2 3.7 3.7 3.7 3.6 3.6
Fresh Fruits & Vegetables 6.9 2.1 2.0 0.5 17 25 3.4 5.8 7.4 6.5 2.6 3.2 4.4 4.4
Core CPI 74.4 8.1 8.0 7.7 7.6 6.0 6.1 5.9 6.1 5.5 5.7 5.9 6.3 6.1
Food Prices 31.1 4.0 3.8 4.0 3.7 25 2.6 2.7 2.9 2.9 3.1 3.1 3.4 3.3
of which

Poultry & Red Meat 10.0 11 1.1 1.0 0.8 0.3 0.4 0.4 0.7 0.8 0.7 0.7 1.0 0.9
Food excl. Poultry & Red Meat 21.1 3.0 2.7 3.0 2.8 2.2 2.2 2.3 2.2 2.2 2.4 2.5 2.4 2.4
Retail Prices 145 15 1.7 1.8 14 14 14 11 11 0.7 0.7 0.8 0.8 0.8
Services 28.9 2.6 25 1.9 2.6 2.1 2.1 2.1 2.0 1.8 1.9 2.0 2.1 2.0

Source: Central Agency for Public Mobilization and Statistics and Central Bank of Egypt calculations.
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Table A2: Egypt's Balance of Payments (USD billion)

2016/2017* 2017/18* (1) 2018/19* (1)
Date
20161170 o171« QP Q2 Q3 Q4 QL Q2 Q3 Q4 QL Q2
Trade Balance -37.3 -37.3 | 94 96 -93 -89 -89 -98 -93 -93 99 -94
Export proceeds ** 21.7 25.8 5.3 5.2 5.5 5.7 5.8 6.2 6.8 7.0 6.8 7.5
Petroleum exports 6.6 8.8 1.5 1.4 1.7 1.9 1.8 2.0 2.2 2.8 2.8 3.2
Other exports 15.1 17.1 3.7 3.8 3.8 3.8 4.1 4.2 4.6 4.3 4.0 4.3
Import payments** 59.0 63.1 | 147 148 149 146 | 147 16.1 16.0 16.3 16.7 16.8
Petroleum imports 12.0 12.5 2.7 2.6 3.2 3.5 2.8 3.2 3.4 3.1 3.5 2.4
Other imports 47.0 50.6 | 119 122 117 112 | 120 128 126 13.2 13.2 145
Services Balance 5.6 11.3 1.0 0.8 15 2.3 2.8 25 25 3.5 4.3 3.0
Receipts 15.4 21.7 3.3 3.3 3.7 5.1 5.7 5.1 5.0 5.9 6.9 5.9
Transportation 7.9 8.7 1.9 1.8 1.8 2.4 2.3 2.1 2.0 2.3 2.2 2.2
Of which: Suez Canal dues 4.9 5.7 1.3 1.2 1.2 1.2 1.4 1.4 1.4 1.5 1.4 1.5
Travel ( tourism revenues ) 4.4 9.8 0.8 0.8 1.3 15 2.7 2.3 2.3 2.6 3.9 2.9
Payments 9.8 10.4 2.4 25 2.2 2.8 2.8 2.6 2.5 2.4 2.7 2.9
Travel 2.3 2.3 0.6 0.6 0.6 0.5 0.6 0.6 0.6 0.6 0.6 0.7
Investment Income Balance -4.6 65| -11 -11 -11 -12| -15 -15 -1.7 -18 -20 -1.8
Receipts 0.5 0.6 0.1 0.1 0.1 0.2 0.2 0.2 0.2 0.0 0.2 0.3
Payments 51 7.1 1.2 1.2 1.2 1.4 1.7 1.7 1.9 1.8 2.3 2.0
Of which: Interest paid 1.2 1.6 0.3 0.3 0.3 0.3 04 04 04 04 0.5 0.6
Current Transfers 21.8 26.3 4.4 5.8 5.8 6.0 5.8 7.1 6.5 6.9 59 6.0
Private (net), 21.7 26.1 | 4.3 5.7 5.8 5.9 5.8 7.1 6.4 6.8 5.9 5.9
Official (net) 0.1 0.2 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.1 0.0 0.1
Balance of Current Account -14.4 61| -52 -42 -31 -19| -18 -18 -19 -0.6 -1.8 21
Capital & Financial Account 31.0 22.0 8.0 10.7 8.4 3.9 6.2 4.2 8.6 3.0 1.6 0.2
Capital Account -0.1 -0.2 0.0 0.0 -01 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial Account 31.1 221 8.0 10.7 84 40 6.3 42 8.7 3.0 1.6 0.3
Direct investment abroad -0.2 -03|-01 00 00 00| -01 -01 -01 -01 01 -01
Direct investment in Egypt (net)
7.9 7.7 1.9 2.4 2.3 1.4 1.8 1.9 2.3 1.7 1.1 1.7
Portfolio investment abroad 0.2 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 0.0
Portfolio investment in Egypt
(Net)* 16.0 121 | -0.8 11 7.6 8.2 7.5 0.5 6.9 -2.8 32 -26
Of which: Bonds 5.5 53| -0.8 0.0 40 2.3 0.0 -01 3.3 2.1 0.1 -0.2
Other Investments (Net) 7.2 2.6 7.0 72 -15 56| -3.0 18 -04 42 3.9 1.3
Net Borrowing 9.7 10.3 22 48 2.6 0.0 0.7 3.9 24 33 11 0.0
Medium- and Long-Term Loans
(net) 5.2 6.7 1.0 2.9 1.3 0.0 1.0 2.1 1.2 24 -0.5 0.8
Medium- and Long-Term Suppliers'
Credit 2.8 11| 07 05 10 06| 02 02 01 06 03 03
Short term Suppliers’ Credit (net) 1.7 24| 06 15 03 06|06 16 10 03 13 11
Other Assets -12.1 45| -02 -21 -33 65| -36 03 -19 07 19 -12
Other Liabilities 9.6 3.1 50 45 -0.8 0.8 00 -24 -09 0.2 0.9 2.4
Net Errors & Omissions -2.9 31| -09 -14 -13 0.7 06 -19 -13 -05 05 -0.2

Overall Balance

Change in CBE Reserve Assets (In-
crease -) -13.7 -128 -19 51 -40 -27 -51 -05 -54 -18 -0.3 2.1

* Provisional.

** Including exports and imports of free zones.

# Including net transactions on Egyptian TBs, as well as Egyptian government bonds issued for the Saudi Fund for Development in the
amount of US$ 500 million in FY 2011/2012, Q4. It also includes foreigners' net transactions on medium- term dollar bonds issued by
the Egyptian government in the amount of US$ 2.5 billion in the fourth quarter of 2012/2013, and of US$ 1.0 billion in the first quarter of
2013/2014, in addition to dollar bonds issued in the amount of US$ 1350.0 million in the fourth quarter of 2014/2015.

(1) The data were adjusted according to the latest update.
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Table A3: GDP contribution

Dec- Mar- Jun- Sep- Dec-
2013/14 2014/15 2015/16 2016/17 17 18 18 18p 18
GDP (at Market Prices) 2.9 4.4 4.3 4.2 5.3 5.4 5.4 5.3 5.5
GDP (at Factor cost) 2.9 3.4 2.3 3.6 5.3 5.3 5.3 5.0 5.0
Public GDP (at Factor Cost) 0.5 0.6 0.4 0.4 1.6 1.7 15 1.4 1.9
PrivateGDP (at Factor Cost) 2.4 2.8 1.9 3.1 3.7 3.6 3.8 3.7 3.1
Agriculture, forestry, fishing and
hunting 0.3 0.3 0.3 0.4 0.3 0.3 0.4 0.4 0.3
Industry 0.2 -0.1 -0.6 0.1 1.6 1.7 1.3 1.2 1.7
Extractions -0.6 -0.6 -0.7 -0.2 0.7 1.1 0.6 0.8 1.2
Qill 0.1 0.1 -0.1 -0.4 0.0 -0.1 0.0 0.1 0.1
Natural gas -0.7 -0.7 -0.7 0.1 0.7 1.1 0.5 0.6 1.1
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Manufacturing 0.8 0.5 0.1 0.3 0.9 0.7 0.7 0.4 0.5
Petroleum 0.1 -0.1 0.1 -0.1 0.3 0.1 0.1 0.1 0.2
Non-Petroleum 0.7 0.6 0.0 0.4 0.6 0.5 0.5 0.3 0.3
Services 1.2 1.9 1.4 2.1 2.5 2.4 2.7 2.7 2.1
Construction 0.3 0.4 0.5 0.5 0.6 0.5 0.7 0.3 0.6
Real Estate Rental and Services 0.6 0.3 0.4 0.5 0.3 0.4 0.5 0.4 0.3
Transportation and Warehousing 0.2 0.2 0.2 0.2 0.1 0.2 0.2 0.2 0.2
Finance 0.2 0.1 0.2 0.2 0.1 0.1 0.1 0.2 0.1
Insurance 1/ 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Communication 0.2 0.2 0.3 0.4 0.3 0.2 0.2 0.4 0.4
Tourism -0.7 0.4 -0.7 0.1 0.8 0.6 0.7 1.0 0.4
Educational, Health Care, and Other
Services 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Utilities 2/ 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.0 0.1
Information 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Trade 0.7 0.5 0.7 0.7 0.5 0.5 0.5 0.5 0.5
Suez Canal 0.0 0.0 0.0 0.0 0.3 0.3 0.2 0.2 0.2
General Government 0.5 0.7 0.5 0.3 0.0 0.1 0.2 0.1 0.1

Source: Ministry of Planning, Follow-up and Administrative Reform.
1/ Includes Social Insurance.
2/ Includes Electricity, Water, and Sewage.
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Table A4: Monetary Survey and Central Bank Balance sheet (end of period, in EGP billion)

Jun-16 Jun- Sep- Dec- Mar- Jun- Sep- Dec- Feb-
17 17 17 18 18 18 18 19
Monetary Survey

Net Foreign Assets -87.4 61.1 188.6 214.1 327.9 309.5 216.9 1274 2535
Central Bank -44.9 3.7 102.3 1574  255.1 301.5 289 241.9 255.5
Commercial Banks -42.5 57.4 86.3 56.8 72.8 8 -72.1 -114.5 -2.0
Net Domestic Assets 2181.9 2857.1 2861.8 2988.5 3015.6 3144.8 33324 3501.3 3421
Net Claims on Government 1602.7 1814.3 1821.2 19179 1866.8 1971.6 2125.2 2242.7 2156.8
Net Claims on Public Economic Authorities 52.2 165.4 179.7 208.3 217.6 245.9 256.1 265.9 242.4
Claims on Public Sector Companies 93.1 148.7 149.8 155.2 162.4 160.2 164.4 166.7 165.7
Claims on Private Sector 712.1 982.9 977 998 1030.3 1082.6 1098.3 1140.9 1165.1
Net Other Items -278.2  -2541 -266.1 -290.8 -261.4 -3155 -311.6 -3149 -308.9
Broad Money (M2) 2094.5 29182 3050.4 32027 33435 34543 3549.3 36287 3674.7
Local Currency Component (M2D) 1770.7 2223.9 2385.1 2523.6 2649.8 2737.4 2821.1 2885.2 2926.9
Currency Outside Banks 346.9 419.1  416.1  407.8 4165  438.9 4435 441.9 4443
Local Currency Deposits 1423.8 1804.8 1969 2115.8 2233.3 22985 2377.6 24432 2482.6
Foreign Currency Deposits 323.8 694.3 665.2 679 693.7 717 728.2 743.6 747.7
Net foreign assets -44.9 3.7 102.3 157.4 255.1 301.5 289 241.9 255.5
Foreign assets 149.9 551.5 630.5 643 732.5 776 782 746.1 756.4
Foreign liabilities -194.8  -547.8 -528.2 -485.6 -477.4 -4745 -493 -504.2  -500.9
Net domestic assets 522.9 5739 4844 489 4226 4148 415.8 369.0 408.6
Net claims on government 658.2 740.3 741.9 682.4 652.8 730.6 789.8 748.0 707.2
Net claims on public economic authorities -38.8 -31.7 -22.6 -15 -15.9 -15.1 -8.8 -4.8 -1.7
Claims on Banks 120.4 286.9 294.9 291.1 332.1 326 295.9 269.5 301.0
Bank's Deposits in Foreign Currency -60.8 -129.7  -129.8 -1225 -119.3 -1246 -126.0 -125.2 -125.7
Open Market Operations /1 -150 -467.9 -5955 -560.5 -668.3 -677.5 -7358 -747.4 -733.3
Other items net -6.1 176 195.4 213.4 241.2 175.4 200.7 228.9 261.1
Reserve money (MO0) /2 478.1 577.6 586.6 646.4  677.7 716.3 704.8 610.9 664.1
Currency Outside Banks 346.9 419.1 416.1 407.8 416.5 438.9 443.5 441.9 444.3
Reserves of banks 131.2 158.5 170.5 238.6 261.2 2775 261.2 169.0 219.8
Cash at vaults 21.6 33 33.9 31.6 31.5 43.7 37.7 35.3 324
Deposits in local currency 109.6 125.5 136.6 207 229.7 233.8 223.5 133.7 187.4

Source: Central Bank of Egypt.

1/ Deposit auctions and deposit facility.
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Table A5: Market Developments

2016 2017 2018 2019 "f,tse.St
Oct.
2016,
Oct Q2 Q4 Q2 Q3 Q4 Jan Feb Mar AprY i
bpszl
Policy Rate
Mid-Corridor Rate, % 12.25 16.16 19.25 17.25 1725 17.25 17.25 16.75 16.25 16.25 400
Interbank Market
Interbank WAR,% 11.91 16.58 19.04 17.04 17.01 16.96 16.96 16.56 16.00 16.02 411
Interbank O/N rate, % 11.89 16.62 18.95 16.99 16.95 16.91 16.91 16.51 15.98 15.98 409
Interbank O/N average volume, EGP million 1,799 5,409 3,948 9,119 7,738 13,328 8,267 10,549 13,359 11,780 9,981

Interbank O/N share of total interbank volume, % 62.90 54.1 69.2 74.9 75.0 81.8 83.23 85.16 87.47 76.80 1390
Banking Sector

Deposit Rates, % 9.27 13.10 15.37 1272 1293 1270 12.38 12.00 11.95 n/a 269
Time, % 9.03 1196 14.16 1217 1257 1224 1223 1156 11.04 n/a 201
Short-term Deposits (<1Y), % 8.98 11.88 14.22 12.18 12.47 12.25 12.29 11.59 11.04 n/a 206

Other Deposits, % 1053 1359 1295 1194 1329 1189 10.16 10.36 10.85 n/a 32

Saving, % 12.20 1848 19.04 15.15 14.86 14.89 14.95 14.87 14.75 n/a 255

< 3years, % 11.66 19.86 19.95 16.07 13.17 13.26 12.24 12.46 12.62 n/a 95

> 3 years, % 12.21 14.82 1492 1513 14.88 14.90 14.97 14.88 14.76 n/a 255

Saving Accounts, % 7.98 9.94 10.17 10.19 9.9 9.14 8.84 9.07 8.69 n/a 71
Lending Rates, % 1438 17.28 19.11 17.88 17.01 16.95 17.71 17.21 17.67 n/a 329
W.A. Business Lending Rates, % 1496 17.36 19.13 17.86 16.76 16.53 17.52 16.96 17.40 n/a 244
Short term business, % 1492 1744 19.19 17.74 17.22 17.38 17.68 17.38 17.17 n/a 225

Long term business, % 15.08 17.22 18.98 18.03 15.75 14.77 16.85 16.22 17.82 n/a 274
Retail, % 13.66 16.78 19.01 18.02 18.03 1859 18.27 18.24 18.78 n/a 513

Local Debt Market
T-Bill yield 1Y, % 16.45 19.69 1799 17.75 19.13 19.87 19.23 17.90 17.54 17.18 73
W.a T-bill yield, % 15.79 19.72 1841 1812 19.24 19.83 19.15 18.06 17.57 17.32 153
W.a T-bond yield, % 17.22 17.85 1568 1565 17.88 18.17 18.06 17.66 16.58 16.48 -74
WACF, %% 12.72 1571 1456 14.37 15.33 15.81 15.28 14.42 17.29 13.83 111
Spreads®

OIN interbank - Mid Corridor rate, % -0.36 0.46 -0.30 -0.26 -0.30 -0.34 -0.34 -0.24 -0.27 -0.27 9
W.a. Lending rate - Mid Corridor rate, % 2.13 1.12 -0.14 0.63 -0.24 -0.30 0.46 0.46 1.42 n/a -71
Mid Corridor - W. A Deposit Rate, % 2.98 3.06 3.88 4.53 4.32 4.55 4.87 4.75 4.30 n/a 131
WACF - Mid Corridor rate, % 0.47 -0.45 -469 -2.88 -1.92 -1.44 -1.97 -2.33 1.04 -2.42 -289
W.a. Yield Curve, % 1.14 -1.50 -219 -1.97 -1.08 -1.33 -0.87 -0.32 -0.79 -0.68 -182
W.a. Lending rate - WACF, % 2.24 1.65 4.56 3.49 1.43 0.72 2.25 2.54 0.11 n/a -212
W.a. Lending rate - T-bill yield, % 1.75 1.59 4.40 3.36 1.37 0.66 2.20 2,51 3.35 n/a 102
W.a. Lending rate - W.A. Deposit rate, % 5.12 4.18 3.74 5.15 4.08 4.25 5.33 5.21 5.72 n/a 60

Long term Business - Short term Business lend-
ing, %
Source: Central Bank of Egypt.
1/ Up to April 10, 2019.
2/All changes are in basis points with the exception of Interbank o/n volume, the changes are in EGP million.
3/ Government securities' yields are adjusted for tax.

0.16 -0.22  -0.21 0.29 -1.47 -2.61 -0.83 -1.15 0.65 n/a 49
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Abbreviations

bps
CBE
CiC
CPI
EGP
F/C
GDP
L/C
m/m
MO
M2
O/N
p.p.
usD
w.a.
WACF

vly

Basis points

Central Bank of Egypt
Currency in circulation outside the banking system
Consumer price index
Egypt Pound

Foreign currency

Gross domestic product
Local currency

Month on month
Reserve money

Broad money
Overnight

percentage points
United States Dollars
Weighted average

Weighted average cost of finance of the Treasury’s L/C marketable securities

Year on year
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