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CONFIDENTIAL

ARAB REPUBLIC OF EGYPT

May 4, 2020

EXECUTIVE SUMMARY

Context. The COVID-19 pandemic has drastically disrupted people's lives, livelihoods,
and economic conditions. Growth is expected to slow considerably in both 2019/20 and
2020/21 as tourism is at a standstill and domestic activity is expected to significantly
slow. The external accounts are expected to deteriorate from portfolio outflows and the
shock to tourism and remittances, resulting in an urgent balance of payments need.

Purchase under the Rapid Financing Instrument (RFl). The authorities have
requested a purchase under the RFl of 100 percent of quota (SDR 2,037.1 million) to
alleviate the urgent balance of payments need. The pandemic and global shock pose an
immediate and severe economic disruption that could negatively impact Egypt's hard-
won macroeconomic stability if not addressed. While maximum access under an RFI will
still leave a financing gap, it will ease immediate financing needs. The authorities have
requested a follow-on Stand-By Arrangement, while also seeking financing from other
multilateral and official bilateral creditors.

Policies. The authorities launched a broad policy response to contain the economic
impact of the shock. Fiscal, monetary, and financial sector measures were announced to
increase health sector allocations, cushion the directly impacted sectors, and expand
support to the poor and vulnerable. The Central Bank of Egypt has initiated measures to
ease pressures in domestic liquidity and credit conditions. Discussions agreed that fiscal
policy should prioritize health issues, limit the macroeconomic impact and address
social needs, and stressed that spending measures should be timely, temporary,
targeted, and transparent. Exchange rate flexibility is critical as a shock absorber, and
monetary stance should continue to ensure low and stable inflation and maintain policy
credibility. Resuming debt reduction will be essential once the crisis passes.

Exceptional access (EA) and debt sustainability. The authorities' favorable track
ecord and commitment to strong policies should support a solid rebound after the
risis and market access as conditions normalize. The crisis has increased near-term
risks, and staff assesses that Egypt's public debt remains sustainable but not with high
probability. The proposed RFI financing requires EA, and staff assesses Egypt to meet
the criteria for EA safeguards for the full 100 percent of quota. Also, Egypt's capacity to
repay the Fund is adequate. Staff therefore recommends approval of Egypt's request for
a purchase under the RFI of 100 percent of quota (SDR 2,037.1 million).
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Approved By Virtual discussions took place during April 28-29, 2020. The staff

Juha Kéhkonen and team comprised Uma Ramakrishnan (head), Deeksha Kale, Matthew
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Geoffrey Keim (SPR), Emine Hanedar (FAD), Constant Verkoren
(MCM), Said Bakhache (Senior Resident Representative), and Karim
Badr (Resident Representative Office). Ms. Abdelati (OED) also
participated in the discussions. The team met virtually with
Mohammed Maait, Minister of Finance; Tarek Amer, Governor of the
Central Bank of Egypt; and other senior officials.
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RECENT ECONOMIC DEVELOPMENTS

1. Egypt achieved a remarkable turnaround prior to the COVID-19 shock, carrying out a
successful reform program to correct large external and domestic imbalances, but challenges
remained. The authorities’ 2016-19 program, supported by the arrangement under the Extended
Fund Facility (EFF), implemented bold economic measures, including liberalization of the exchange
rate, removal of most fuel price subsidies, and substantial fiscal consolidation to ensure public debt
sustainability. Fiscal savings were partly utilized to strengthen social protection to ease the burden
of adjustment on the poor, and reforms were initiated in multiple structural areas including
competition policy, public procurement, industrial land allocation, and SOE governance. The
authorities' strong ownership and commitment were critical in achieving macroeconomic
stabilization, accompanied by a recovery in growth, employment, and market confidence, and a
sharp decline in public debt. However, challenges remain particularly in addressing poverty and
inequality. Since the EFF's conclusion, the authorities have been showing readiness to embark on the
next wave of reforms to entrench macroeconomic stability and further advance structural reforms—
including strengthening competition and leveling the playing field for all economic stakeholders,
improving access to finance and land, and enhancing fiscal transparency—to achieve sustained
higher and inclusive private sector-led growth and job creation.

2. Macroeconomic performance remained favorable following completion of the EFF.
Real GDP increased 5.6 percent (year-on-year) in the first half of 2019/20, supporting a steady
decline in unemployment to 8 percent, while twelve-month consumer price inflation slowed to

5 percent in March 2020 from 14 percent in May 2019. International reserves at end-February were
at US$45 billion (125 percent of the ARA metric), while a primary fiscal surplus of 2 percent of GDP
was projected to keep public debt on a downward trajectory. Financial market conditions also
continued to improve through early 2020, with T-bill yields declining to their lowest level since early
2016 and Egypt regularly accessing international capital markets.

IMPACT OF THE SHOCK

COVID-19 Cigas i Sel

3. The COVID-19 pandemic has s
drastically impaired economic s
conditions, with Egypt experiencing
significant pressure as the virus spread. | ..
Confirmed cases have been rising (5,537 - 7 -
as of April 30) as has the death toll (392). i F g Meioees
To mitigate the spread, the authorities 3 o
have set up testing centers, imposed a
partial curfew, halted all air travel,
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ARAB REPUBLIC OF EGYPT

establishments, and encouraged civil servants to work from home in non-essential sectors. Tourism
was brought to an immediate standstill, while turbulent global market conditions have resulted in a
significant reversal of capital flows, although outflows have slowed significantly in recent weeks.

4, The impact on the near-term macroeconomic outlook is expecied to be significant. The
buffers built during the EFF have put Egypt in a strong position to confront the crisis, but the
economic impact is likely to be sizable. In addition to the impact on tourism and other exports,
remittances are likely to be hit hard, and domestic activity is expected to slow significantly as a result
of the containment measures to slow the spread of the virus. The crisis could also particularly affect
the livelihoods of the poor and vulnerable and those in the informal sector.

o While forecasts are subject to higher than usual uncertainty, the impact from both supply and
demand shocks is likely to be severe. A significant economic contraction is projected in Q4 of
FY19/20 and Q1 of FY20/21, resulting in a downward revision in real GDP growth to 2 percent in
2019/20 and 2.8 percent in 2020/21. Unemployment is also likely to rise, particularly from the
sharp slowdown in tourism. A strong rebound is currently projected in 2021/22 assuming
domestic activity starts to normalize; a full recovery in tourism to pre-COVID levels may take
longer as health concerns may continue to weigh on international travel.

LOVID-19 Related Revisions to Projections

Real GDP growth (percentchange) Current Account Balance (peicent GDP)
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5.

Public finances are likely to come under significant pressure. With budget discussions ongoing
and specific measures still being quantified, preliminary indications are that the primary surplus
could decline from the budgeted 2 percent of GDP to 1.4 percent in 2019/20 and 1 percent in
2020721, reflecting higher spending to contain the impact of the shock. As a result, public debt
is projected to rise from 84 percent of GDP in 2018/19 to 91.5 percent in 2020/21, compared
with a pre-COVID projection of 79 percent for 2020/21. Debt is expected to resume its
downward trajectory from 2021/22, as the crisis abates.

Financial sector remains stable, but the crisis poses risks. As in other countries, the economic -
slowdown could adversely impact banks' loan portfolios, possibly resulting in higher
provisioning charges, lower earnings, and tighter liquidity conditions. However, the banking
system is relatively well positioned to handle stress, with most recent data showing that, at an

aggregate level, the banking system is liquid and well capitalized, with strong profitability and
asset quality.

The external shock creates an urgent balance of payments need. The external balance is

expected to deteriorate from portfolio outflows, weaker FDI, the shock to tourism, and weaker
remittances. The external financing gap is estimated at roughly $9.2 billion in FY19/20 and

$4.5 billion in FY20/21. Staff assesses that the balance of payments need is immediate, with Egypt
having already lost more than $5 billion in reserves in March; further rapid reduction could
undermine confidence and generate unwarranted economic instability.

Egypt: Summary External Financing NMeeds and Sources
Pre Covid-19 Post Covid-19
2019/20  2020/21 2019/20  2020/21
(billion dollars)
Financing needs 37.2 35.8 384 42.0
Current account deficit 1.2 10.6 15.2 16.2
of which: net interest payments 43 46 42 43
Maturing short-term debt 14.4 16.9 16.2 19.2
Amortization of medium and long-term debt * 11.6 82 7.0 6.5
Financing sources 37.2 358 29.2 375
FDI, net 9.6 10.8 7.8 71
Rollover of short-term debt 14.4 16.9 16.2 19.2
Medium and long-term borrowing 10.7 8.7 T 6.7
IMF EFF 2.0 -0.2 2.0 -0.2
Other net capital flows -0.2 0.5 -12.4 1.5
Of which: portfolio investment . 4.4 5.0 -12.5 3.0
Change in reserves 1.8 -0.8 8.8 3.4
Change in arrears 1/ -1.0 0.0 -1.0 0.0
Errors and omissions 0.0 0.0 0.0 0.0
Rapid financing instrument
Financing gap before RFI 0.0 0.0 -9.2 -4.5
RF! purchase 0.0 0.0 -2.8 0.0
Residual financing gap 0.0 0.0 -6.4 -4.5
of which: Expected bilateral and multilateral finar 0.0 0.0 2.2 0.0
1/ EGPC arrears.
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B POLICY RESPONSE

6. The authorities have launched a comprehensive package to contain the economic
impact of the COVID-19 shock. A package for EGP 100 hillion (1.8 percent of GDP) of fiscal,
monetary, and financial sector measures has been announced.! While the entire set of measures
underlying the package have not all been announced, the current fiscal package includes increased
allocations to the health sector and a range of measures to cushion the impact on most severely
impacted sectors (see table). In addition, social support for the poor and vulnerable has been
expanded, with the coverage of the targeted conditional cash transfer programs Takaful and Karama
scaled up to reach additional 60,000-70,000 families to a total of 2.9 million families. Additional
measures are under consideration in the context of the FY20/21 budget.

Fiscal Measures in Response to Covid-19
Fiscal Cost
Measures ( percentof GOP)
Additional funding for medical equipment and supplies and higher wage appropriations for public health staff 0.135
Options for delayed payment of corporate income taxes in installments 0.026]
Reduction in electricity and natural gas tariffs for industries 0.036
A three month deferral of property tax payments 0.004]
An increase in the share of production in duty free zones that can be sold in the domestic market 0.000]
Higher subsidy pay-outs for exporter 0.022
A six-onth holiday on property taxes and deferral of government fees for the tourism sector 0.004]
Financial support for the aviation sector 0.003]
| Additional funding for i i ti p 0.175)
A three-month cash payment to workers impacted by the crisis 0.053
Financing to purchase additional quantities of basic commaodities 0.0790,
Total 0.527

7. Staff agreed that the immediate focus of fiscal policy should be to forcefully tackle the
health issue, limit the macroeconomic impact, and address social needs. There was agreement
that crisis spending measures should be timely, transparent, temporary, and targeted at the sectors
most affected by the pandemic, including higher health and social spending. Given limited fiscal
space, staff noted that restoring the primary surplus to 2 percent of GDP as conditions normalize
from 2021/22 will be essential to resume the downward trajectory of public debt. The authorities
agree that reduction in the debt will need to be pursued once recovery in underway. In this regard,
to further support revenue mobilization, the authorities are committed to amending the medium-
term revenue strategy to reflect the new economic environment created by Covid-19, including
through support from IMF capacity development. There was also agreement that reducing gross
financing needs and lowering rollover risk is a critical objective for debt sustainability; staff noted
that it would need to be underpinned by updated strategies for medium-term debt management.

1 The announced package has components that do not have a direct fiscal impact and some spending items that
were already included in the budget or reallocated from other parts of the budget.
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8. Transparency and accountability of emergency spending will be important. It is
expected that the proposed purchase from the RFI will be made available for budget support (see
also 1117). To ensure transparency, the authorities are committed to publishing documentation on
government procurement plans and awarded contracts for the emergency responses to COVID-19,
including the awarded companies and information on beneficial ownership information, in line with
the applicable law. As is customary, the State Audit Authority will audit crisis-mitigating inflows and

spending including ex-post validation of spending, and publish the results after the end of the fiscal
year as required in the constitutional mandate.

9. The Central Bank of Egypt (CBE) has also introduced a series of measures to support
liquidity and credit conditions. With inflation easing and expectations anchored within the CBE’s
target (of 9+/- 3 percent), the CBE reduced the policy interest rate by 300 basis points to

9.25 percent in mid-March to help support economic activity and alleviate pressures in domestic
financial markets. The authorities accommodated large capital outflows through a drawdown in
reserves, which they viewed as necessary to avoid excessive exchange rate volatility in the context of
the abrupt and severe turbulence in financial markets. Repayments under existing credit facilities for
all customers were automatically postponed for a period of six months, and the preferential interest
rate under CBE-supported lending schemes was reduced from 10 to 8 percent. To forestall an
increase in dollarization, temporary daily limits for withdrawals and cash deposits were introduced
(these limits were subsequently raised), and two state banks issued EGP [100] billion in high-yield
(15 percent) local currency deposit certificates. In addition, limits for mobile payments were
increased and a new debt relief initiative was introduced for individuals with overdue payments on
debts under EGP1 million. The CBE also announced a stock-purchase program to support the
domestic equity market during the crisis, which the authorities noted would be administered by
portfolio managers under strict guidelines to prevent conflict of interest and was not yet utilized.

10. A pause to additional monetary policy easing would be advisable until the impact of
the latest easing becomes clearer. Scope for further easing needs to carefully weigh the tradeoffs
of its impact on inflation vis-a-vis potential additional capital flight that may create exchange rate
pressures, which may in turn fuel inflation. The CBE noted their commitment to respond to
developments in inflation. The authorities are carefully monitoring developments and recognize that
maintaining policy credibility requires anchoring inflation expectations and consistent signaling
across its various policy actions.

i1. Exchange rate flexibility is a critical shock absorber. Despite significant portfolio
outflows, the pound has depreciated by less than 2 percent since end-February. The authorities
agreed that the exchange rate should flexibly adjust to market forces with FX intervention limited to
contain disorderly market conditions; they are committed to allowing two-way movements based on
FX demand and supply.

12. The CBE agreed that banks should engage with heavily affected borrowers to alleviate
near-term stresses via targeted loan modifications. While the temporary moratorium on loan
repayments can dampen the immediate impact of the outbreak, more targeted restructuring
modalities, directed towards those borrowers that have been disproportionally affected, could help
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reduce moral hazard and contain costs to the banking system. To support restructurings and boost
the provision of credit to the real economy, consideration could be given to allow banks to
temporarily draw down their financial buffers (e.g., capital conservation buffer), subject to the
preparation of credible restoration plans. Banks should continue to strictly apply loan classification
rules and provisioning requirements, and closely assess the creditworthiness of their borrowers—
especially those that benefit from temporary concessions. Enhancing reporting of asset quality
trends and performance of restructured loans could help ensure accurate monitoring of underlying

vulnerabilities. Staff also encouraged accelerating the enactment of the draft Central Bank and
Banking Sector Act.

13.  The authorities reiterated their commitment to continued implementation of
structural reforms to support more inclusive private sector-led growth as the crisis abates,
Staff agreed that once recovery is underway addressing broader structural reforms—including
strengthening competition and leveling the playing field for all economic stakeholders, improving
access to finance and land, and enhancing fiscal transparency to tackle governance and corruption

issues—would be essential to achieve sustained higher and inclusive private sector-led growth and
job creation.

DEBT SUSTAINABILITY

14.  Egypt's public debt is assessed to be sustainable, but not with high probability. Risks
have increased from the impact of the shock on the domestic and external environment (Annex I).
Egypt's level of public debt is high and gross financing needs are large. While the impact on
economic activity from the pandemic has increased risks, several factors—including the high share
of domestic currency debt issued locally and held by domestic financial institutions, retention of
credit ratings by major ratings agencies with a stable outlook since the crisis started, and sizeable
buffers coming into this crisis—help mitigate these risks (Annex If). While the COVID-19 shock will
result in higher public debt than previously projected in 2019/20 and 2020/21, the primary surplus is
expected to return to 2 percent of GDP from 2021/22 and public debt is projected to resume its
downward trajectory. The authorities are cognizant of debt risks and agreed on the need to
lengthen maturities of their treasury issuances; in this context, they are already executing a strategy
to lengthen the maturity structure of domestic public debt which is beginning to demonstrate
results. The authorities’ favorable track record and commitment to a strong policy framework should
support a solid rebound after the crisis, reinforcing investor confidence, and facilitating continued
market access as financial market conditions normalize.

RISKS

15.  Downside risks to the outlook arise from the unusual uncertainty about the duration
and magnitude of the outbreak and the persistence of measures to contain it. If the crisis turns
out to be more severe and/or longer than expected, the output loss could be larger in 2020, with
associated delays in the recovery and macroeconomic stabilization. This could result in even higher
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unemployment, larger public debt, lower growth, rising poverty and inequality, asset quality erosion
in the banking sector, and social pressures. Further tightening of global financial conditions poses
rollover and interest rate risks.

| MODALITIES OF SUPPORT

16.  Staff supports the authorities’ request for a purchase under the RFI of 100 percent of
quota (SDR 2,037.1 million) to help Egypt meet its urgent BoP needs. Given the significant
balance of payments pressures arising from pressures in the external current and financial accounts,
there is an urgent financing need. While maximum access under an RFI will still leave a financing gap
in 2019/20 and 2020721, the RFI will serve as a bridge while allowing the authorities to explore
options to fill the remaining gap. The authorities have requested financing from a Stand-By
Arrangement, as well as exploring possible financing from other multilateral institutions and official
bilateral creditors. The authorities are pursuing policies that are appropriate to address the impact of
the virus and remain committed to a strong macroeconomic framework and sustained structural
reform implementation to support strong medium-term growth. The proposed RFI purchase requires
exceptional access as the 2016 EFF has left Egypt close to its normal access limit (at 422 percent of
quota), but based on available external debt obligations, Egypt meets the criteria for EA safeguards
for the full 100 percent of quota access under the RFI (see Annex 1). The authorities are committed to
working closely with the Fund in an effort to find solutions for its BOP difficulties.

17.  The proposed purchase under the RFI will be made available for Egypt’s BoP needs and
is intended to be on-lent for budget support. In this regard, the Ministry of Finance and the CBE
will agree to a Memorandum of Underétanding that clarifies the responsibilities for timely servicing
of the obligations to the Fund. In addition, The authorities are committed to a fiscal safeguards
review by the IMF, as required under the IMF's Safeguards Assessments Policy, as the RFI will lead to
exceptional access to Fund resources and involve budget support of more than 25 percent of total
cumulative access.

18.  Capacity to repay the Fund under such an access would remain adequate. The
authorities' commitment to sound macroeconomic policies should facilitate Egypt's continued
market access, with an impressive track record of fiscal consolidation and public debt reduction
under the 2016-19 EFF. Projected debt service payments to the Fund would peak at 9.3 percent of
gross international reserves and 5.1 percent of exports.

19.  An updated safeguards assessment of the CBE will be needed under the RFI purchase.
The update will assess the status of outstanding reforms stemming from the 2017 safeguards
assessment, including the enactment of the amended CBE Law and revamping the central bank's
financial reporting practices to comply with Egyptian Accounting Standards/IFRS.
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| STAFF APPRAISAL

20. The COVID-19 shock has had a significant and immediate negative impact on the
Egyptian economy, creating an urgent balance of payments need. Growth is projected to
sharply slow during 2019/20 and 2020/21 as a result of a halt in tourism, reduced remittances, and a
slowdown in domestic activity. A flexible exchange rate and adequate reserves provide a significant
cushion to counter the shock, but the shock has nevertheless created an estimated external
financing gap of $14 billion during 2019/20 and 2020/21.

21.  The authorities’ response measures have been comprehensive, with a wide-ranging
package to contain the health crisis and maintain macroeconomic stability. This includes
additional allocations to the healthcare sector; an expansion of the cash transfer social program, and
exceptional support for the most severely impacted sectors, particularly tourism and its related
activities. The reduction in the CBE's policy rate has supported domestic financial markets.

22. Staff stressed that support measures must be timely, targeted, transparent, and
temporary, focusing on the immediate health spending needs and protecting the most
vulnerable. The available fiscal space should prioritize allocating the necessary health spending to
address the pandemic, support the poor, and the people and businesses directly impacted by the
crisis. The exchange rate should be allowed to move flexibly with two-way movements reflecting
rnarket demand and supply, with intervention limited to address disorderly conditions. The CBE
should also continue to monitor banking sector conditions closely. Once recovery is underway, the
temporary policies should be reversed, with fiscal policy resuming a primary surplus target of 2
percent of GDP and downward trajectory of public debt. Pausing further policy rate cuts would be
appropriate until the impact of the already large monetary stimulus becomes clearer. Transparency
and accountability to ensure that the emergency funds are used for their intended purposes is
crucial. The authorities should also soon resume their efforts to broaden structural reforms to

support private sector development to achieve strong and inclusive medium-term growth and job
creation.

23, Staff supports the proposed purchase under the RFL. Egypt meets the qualification
requirements for the RFI, its debt is sustainable with continued strong policy implementation, and its
capacity to repay the Fund remains adequate.
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Proposed Decision

The following decision, which may be adopted by a majority of votes cast, is proposed for adoption
by the Executive Board:

%, The Arab Republic of Egypt has requested a purchase in an amount.equivalent to SDR

2,037.1 million (100 percent of quota) under the Rapid Financing Instrument.

2. The Fund notes the intentions of the Arab Republic of Egypt set forth in the letter from the
Governor of the Central Bank of Egypt and the Minister of Finance, dated May 4, 2020 and

approves the purchase in accordance with the request.

3 The Fund waives the limitation in Article V, Section 3(b)(iii).
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Table 1. Egypt: Selected Macroeconomic Indicators, 2017/18-2023/24 1/

2017/18  2018/19  2019/20 2020/21  2021/22  2022/23  2023/24
Proj. Proj. Proj. Proj. Proj.
Output and prices (percent change)

Real GDP (market prices) 53 56 20 28 64 53 53

Consumer prices (end of period) 144 94 6.2 9.0 8.5 80 75

Consumer prices (period average) 209 139 58 8.2 87 8.1 78

Public finances 2/ (percent of GDP)

Gross Debt 27 838 875 915 86.7 829 792
External 192 179 19.6 216 196 186 175
Domestic 735 659 67.9 699 67.1 64.3 617

Budget sector 3/

Revenue and grants 185 177 181 189 188 190 190
Expenditure (incl. net acquisition of financial assets) 283 258 265 267 246 237 237
Of which: Energy subsidies 34 19 07 04 04 04 04
Overall balance 87 -8.1 83 <18 -57 4.7 -47
Overall balance, excl. grants 98 8.1 -84 79 -5.8 47 47
Primary balance 4/ 0.2 19 14 10 20 20 20
Monetary sector (percent change)

Credit to the private sector 101 124 130 130 140 15.0 150

Reserve money 237 -45 11 130 130 140 150

Broad money (M2) 185 18 94 147 158 149 154

Treasury bill rate, 3 month (average, in percent) 188 18.6

External sector (percent of GDP, unless otherwise indicated)

Exports of goods (in US$, percentage change) 189 103 72 -88 188 80 52

Imports of goods (in US$, percentage change) 69 54 98 -123 72 20.1 137

Merchandise trade balance -149 126 96 -8.0 -74 9.2 -104

Current account 24 36 43 46 T 24 25

Capital and financial account (incl. errors and omissions) 40 13 11 25 31 27 42

Foreign direct investment (net, in billions of US$) 74 78 78 7.1 85 114 15.5

External debt 5/ 374 341 332 354 319 285 267

Gross international reserves (in billions of US$) 435 439 350 319 326 323 383
In months of next year's imports of goods and services 6.7 74 69 57 49 43 47
In percent of short-term external debt 6/ 139.1 167.6 111 915 87.7 795 944

Financing gap (in billions of US$) 0.0 00 -92 -45 00 00 00

Memorandum items:

Nominal GDP (in billions of Egyptian pounds) 4437 5322 5701 6,317 7,320 8,345 9,477

Nominal GDP (in billions of US$) 250 302

GDP per capita (in US$) 2,580 3,047

Unemployment rate (period average, percent) 109 86 %

Population (in millions) 97.0 99.2 1015 1038 106.2 108.7 111.2

Sources: Egyptian authorities; and IMF staff estimates and projections.
1/ Fiscal year ends June 30. Fiscal projections for 2020/21 are preliminerary. Budget discussions are ongoing in response to the COVID-19 shock.

2/ General government includes the budget sector, the National Investment Bank (NIB), and social insurance funds.

3/ Budget sector i entral g , local

and some public corporations.

4/ The primary balance for 2017/18 excludes the recapitalization of the CBE for EGP 6 billion.

and

5/ Includes multilateral and bilateral public sector b

private
6/ Debt at remaining maturity and stock of foreign holding of T-bills.

9 P

financing.
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Table 2a. Egypi: Balance of Payments, 2017/18-2024/25
(In billions of US$, unless otherwise indicated)

2017/18 201819 2019/20  2020/21  2021/22  2022/23  2023/24  2024/25

Proj. Proj. Proj. Proj. Proj. Proj.
Current account 60 109 152 162 101 98 107 -120
Balance on goods and services N 262 250 232 242 180 185 207 234
Exports of goods.and setvices 413 529 476 367 489 615 699 773
Imports of gaods and services 735 8 709 608 69 -800 906 1006
Trade balance -373 -380 338 285 2718 -369 -445 519
Oil and gas 37 00 20 20 09 01 18 33
Other 336 380 355 305 287 368 -429 -486
Exports of goods 258 285 264 21 286 309 325 338
Oil.and gas 88 s 104 85 79 75 74 7.1
Other 171 169 160 156 207 235 251 263
Imports of goods 63.1 665 600 -526 564 678 770 85.7
Oil and gas 425 15 -85 &S 71 75 90 104
Other -506 -55.0 515 461 494 602 -68.1 754
Services (net) 1M1 130 103 44 98 184 238 285
Receipts 215 244 212 126 202 306 374 434
Of which: Tourism receipts 98 126 102 31 _ 88 168 218 262
Of which: Suez canal receipts 57 57 54 53 st 6.0 63 67
Payments 104 114 -109 82 104 122 136 149
Of which: Transportation 15 48 A7 45 6 20 22 25
Of vihich: Travel 25 28 29 09 26 -28 30 32
Primary income (net) 63 110 142 141 151 153 152 150
Recelpts 08 10 12 12 13 13 14 15
Payments Bal 120 154 153 163 67 166 165
Transfers 265 251 223 221 230 241 252 264
Officia grants 02 04 03 04 04 04 04 04
Private remittances 263" 248 219 Eiks 227 237 248 260
Capital and financial account 131 42 39 88 15 167 180 208
Medium- and tong-term loans (net) 10 12 1.0 0.7 (2] 05 o1 (1]
Drawings 33 37 37 37 37 37 37 18
Amortization 23 25 27 3.0 28 32 37 ar
DI (net) 74 79 78 71 8s 14 155 171
Portfolio investment (nat} 21 41 125 30 80 70 64 64
Commercial banks' NFA 29 A7 60 13 32 37 -05 00
Other (including short-term capital and central bank
deposits) 101 E2] 62 33 12 119 3 28
Errors and omissions (net) 32 01 0o 0o 00 00 00 00
Overall balance 40 68 190 74 14 10 73 88
Finaricing 40 68 98 29 14 10 73 88
Reserves (*-* indicates increase) 128 02 ‘88 31 07 03 60 75
Change in arrears ("-" indicates decrease) 1/ 12 -02 10 00 00 00 0o 00
Netuse of IMF resources 53 20 20 02 07 43 43 13
Other financing 48 48 00 00 0o 00 00 00
Financing gap 00 00 92 45 00 00 00 L)
Rapid financing Instrument purchase 00 00 28 00 00 00 00 20
Residual financing gap 00 00 65 45 00 00 00 00
Memorandurm items:
Current account excluding grants 62 12 155 166 104 -10:1 124
Terms of trade (percent change). 27 02 3.2 0.4 19 13 03
Grossinternational reserves (end of periad) 435 439 350 319 326 323 457
In months of next year's imports of G&S 67 74 69 57 49 43 5.1
In percent of ARA metric: (Roating) 159 144 114 102 93 84 103
External debt 926 1087 1148 nzs 1163 1106 1130
Extemal debt service 132 134 138 147 201 254 170
External deb service (in percent of exports of GNFS) 280 253 290 401 411 413 220
Stock-of external arrears 12 10 00 00 00 00 00
Real effective exchange rate (periad average, percentage
change) 129 143

Sources: Central Bank of Egypt; and IMF staff estimates and projections.
1/ EGPC arrears.
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Table 2b. Egypt: Balance of Payments, 2017/18~2024/25
{In percent of GDP, unless otherwise indicated)
2017/18 2018/19  2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Proj. Proj. Proj. Proj. Proj. Proj.
Current account 24 36 43 46 26 -22 23 23
Balance on goods and services 105 8.3 66 -68 -47 44 47 48
Exports of goods and services 189 175 136 103 130 153 164 168
Imports of goods and services -294 -258 -202 174 177 197 210 216
Trade balance 149 126 9.6 -80 -13 -90 102 110
Oil and gas 1.5 00 06 05 02 00 -04 0.7
Other 134 126 -101 86 15 90 99 103
Exports 103 94 76 68 76 17 76 74 2
Oil and gas 35 38 30 24 21 19 17 16
Other 6.8 56 46 44 55 58 59 58
Imports 252 220 17 148 -149 167 -179 -184
Oil and gas 50 -38 24 -18 19 19 -21 -23
Other 202 182 147 -129 131 -148 -158 -16.1
Services (net) 44 43 . 30 12 26 46 6.3
Receipts 86 8.1 6.1 35 54 76 9.5
Of which: Tourism receipts 39 42 29 09 24 42 5.7
Of which: Suez canal dues 23 19 1.5 15 15 15 14
Payments -4.1 -38 -5 23 28 -30 -32
Of which : Transportation 06 06 0.5 -04 04 -05 -0.5
Of which: Travel -10 -10 08 03 -07 -07 0.7
Primary income (net) 25 36 4.1 -40 -40 -38 -36 -33
Receipts 03 03 03 03 03 03 03 03
Payments 28 -40 44 43 44 -42 -39 -36
Transfers 106 83 6.4 62 6.1 60 59 5.7
Official grants 0.1 0.1 0.1 01 01 0.1 0.1 01
Private remittances 105 8.2 6.3 6.1 6.0 59 58 5.7
Capital and financial account 52 14 -1.1 25 31 27 42 45
Medium- and long-term loans (net) 04 04 03 02 02 01 0.0 0.0
Drawings 13 12 11 10 10 09 09 08
Amortization o 09 08 08 08 07 08 038 08
FDI (net) 30 26 22 20 23 28 36 37
Portfolio investment (net) 4.8 14 -3.6 08 16 1T 15 14
Commercial banks’ NFA 12 06 17 04 09 09 0.1 0.0
Other (including short-term capital and central
bank deposits) 40 24 18 -09 -19 -30 -08 -06
Errors and omissions (net) -13 0.0 0.0 00 00 00 00 0.0
Overall balance 1.6 23 54 21 0s 04 19 22
Financing 16 23 28 08 05 -04 -19 -22
Reserves (“-" indicates increase) 5.1 0.1 25 09 03 0.1 -16 -19 o
Change in arrears (*-" indicates decrease) 1/ 05 0.1 03 00 00 00 00 00
Net use of Fund resources 21 07 06 <01 02 03 03 -03
Other financing 19 16 0.0 00 0.0 00 00 0.0
Financing gap 00 00 26 13 00 00 00 00
Rapid Financing Instrument purchase 0.0 0.0 08 00 00 00 00 00
Residual financing gap 00 0.0 -18 -13 0.0 00 00 0.0
Memorandum items:
Current account excluding grants =25 -37 44 A7 26 =23 -24 -24
Gross international reserves (end of period) 176 138 102 96 9.1 87 97 11
External debt 374 34 332 354 319 285 267 253
External debt service 53 44 40 a1 54 63 44 37
Sources: Central Bank of Egypt; and IMF staff estimates and projections.
1/ EGPC arrears.
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Table 3a. Egypt: Budget Sector Operations, 2017/18-2024/25 1/
(In billions of Egyptian pounds, unless otherwise indicated)
2017/18  2018/19  2019/20  2020/21 2021/22  2022/23  2023/24  2024/25
Proj. 6/ Proj. Proj. Proj. Proj. Proj.
Revenue and grants 821.1 9419 1,033.1 11937 13776 1,585.6 18039 2,057.5
Tax revenue 629.3 736.1 7603 869.5 1,0019 11573 13175 15035
Income and property 2586 3090 3330 3853 4398 5105 5788 659.6
Personal income tax 64.6 873 107.5 1246 1444 1647 187.0 2129
Corporate income tax 1427 1628 1643 1898 2199 2507 284.7 3243
EGPC 520 425 298 416 482 550 624 71
Other 90.7 1202 1345 1482 17 195.8 2223 2532
Property 514 589 612 709 754 95.1 1071 1224
Goods and services 2943 3506 3578 49174 4837 5514 6262 7132
Oil excises 405 495 234 16.8 194 221 252 286
VAT and nonoil excises 2538 3091 3344 400.7 4643 529.3 601.1 684.5
International trade 379 420 393 386 457 58.1 701 825
Other taxes 385 345 303 282 327 373 423 482
Nontax revenue 188.6 2032 2689 3220 3731 4254 483.1 550.2
Oil-related nontax revenue 198 154 269 218 252 288 327 372
Other nontax revenues 156.2 1878 2421 3002 3479 3966 4504 5129
Of which: interest income 33 57 24 24 27 31 35~ 40
Grants 32 26 39 2.2 26 29 33 38
Expenditure 12444 13699 1,503.9 16717 17772 1,955.5 22214 24701
Wages and other remunerations 2401 266.1 2943 3350 3882 4426 502.6 5724
Purchases of goods and services 531 624 729 100.2 1089 1241 1410 160.5
Interest 4374 5330 556.2 559.5 569.6 563.2 6368 661.1
Domestic 415.2 4978 5277 5285 526.7 516.5 5844 600.1
External 222 352 285 310 429 46.7 524 61.0
Subsidies, grants, and social benefits 3294 2875 29838 3263 364.1 3957 4299 4639
Energy subsidies 1494 1007 410 282 295 336 382 435
Of which: fuel subsidy 1208 847 370 282 295 336 382 435
Food subsidies 2/ 812 876 896 852 1012 107.6 1142 171
Transfer to SIF 525 485 822 1300 1373 145.0 15341 1617
Other 463 507 86.1 829 96.1 109.6 1244 1417
Other current 748 776 904 1050 1217 1387 1575 1794
Investment 1097 1433 1912 2457 2247 2912 3537 4328
Cash balance -4233 -428.0 -4708 -4780 -399.6 -369.9 -417.5 -412.6
Net acquisition of financial assets 93 20 50 177 200 228 259 295
Overall balance -4326 -430.0 -4758 -4957 -4196 -392.7 -443.4 -442.1
Financing 432.6 4300 4758 4957 4196 3927 4434 4421
Net domestic 228.5 299.8 302.6 4190 4338 3784 4241 4500
Bank 1557 4035 2976 4110 4245 3679 4121 4364
Nonbank 728 <1037 50 80 93 106 120 137
Net external 204.1 1293 232 -30 -142 143 193 79
Financing gap 0.0 00 1500 797 00 00 0.0 00
Memorandum items:
Primary balance 3/ 108 1031 804 638 1500 170.5 1934 2190
Oil balance 4/ -372 -13 391 520 634 723 820 934
Financing gap (in billions of US$) 00 00 92 45 00 00 00 0.0
Gross budget sector debt 5/ 4315 4,802 5,386 6,230 6875 7.532 8,229 8,937
Gross general government debt 4,111 4,460 4,988 5,780 6,343 6915 7,505 8,119
Nominal GOP (in billions of Egyptian pounds) 4,437 5322 5701 6,317 7.320 8345 9477 10,793
Sources: Ministry of finance; and IMF staff estimates.
1/ Budget sector comprises central and local and some public i Fiscal year ends June 30. Cash basis.
2/ Food subsidies include subsidies paid to farmers.
3/ The primary balance for 2017/18 excludes the recapitalization of the CBE for EGP 6 billion.
4/ Oil revenue minus fuel subsidies. Oil revenue includes corporate income tax receipts from EGPC and foreign partners, royalties,
extraordinary payments, excise taxes on petrol products, and dividends collected from EGPC.
5/ Includes debt issued to the SIF for settlement of past arrears and implied future liabilities.
6/ Fiscal projections for 2020/21 are preliminary. Budget discussions are ongoing in response to the COVID-19 shock.
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Table 3b. Egypt: Budget Sector Operations, 2017/18-2024/25 1/

(In percent of GDP)

2017/18  2018/13  2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Proj. Proj. 6/ Proj. Proj. Proj. Proj.
Revenue and grants 185 177 18.1 189 188 190 190 19.1
Tax revenue 142 138 133 138 137 139 139 139
Income and corporate tax 58 58 58 6.1 6.0 6.1 6.1 6.1
Personal income tax 15 16 19 20 20 20 20 20
Corporate income tax 32 33 29 30 30 30 30 30
EGPC 12 08 05 07 07 07 0.7 07
Other 20 23 24 23 23 23 23 23
Property 12 11 1a 11 10 11 1.1 11
Goods and services 6.6 66 63 6.6 66 66 66 66
Oil excises 09 08 04 03 03 03 03 03
VAT and nonoil excises 57 58 59 63 63 63 63 63
International trade 09 08 07 0.6 06 07 0.7 08
Other taxes 09 06 05 04 04 04 04 04
Nontax revenue 43 38 47 5.1 5.1 51 5.1 5.1
Oil-related nontax revenue 04 03 05 03 03 03 03 03
Other nontax revenues 35 35 42 48 48 48 48 48
Of which: interest income 01 0.1 00 00 00 00 0.0 00
Grants 0.1 00 0.1 0.0 00 00 00 00
Expenditure 280 257 264 26.5 243 234 234 229
Unidentified Spending Measures 6/ 00 00 00 0.0 00 090 0.0 0.0
Wages and other remunerations 54 50 52 ~ 53 53 53 53 53
Purchases of goods and services 12 12 13 16 15 15 15 15
Interest 99 100 98 89 78 6.7 67 6.1
Domestic 94 94 93 84 72 6.2 6.2 56
External s 07 05 05 06 06 06 06
Subsidies, grants and social benefits 74 54 52 52 50 47 45 43
Energy subsidies 34 19 07 04 04 04 04 04
Of which: fuel subsidy 27 16 06 04 04 04 04 04
Food subsidies 2/ 18 16 16 13 14 13 12 11
Transfers to SIF 12 09 14 21 19 17 16 15
Other 10 10 15 13 S 13 13 13
Other current 17 15 16 17 17 17 17 17
Investment 25 27 34 39 31 35 37 © 40
Cash balance 5 -8.0 -83 -76 -5.5 -44 -4.4 -38
Net acquisition of financial assets 02 00 01 03 03 03 03 03
Overall balance 497 -8.1 -8.3 78 -57 -4.7 -4.7 -4.1
Financing 97 8.1 83 78 57 47 47 41
Net domestic 5.1 56 53 66 59 45 4.5 42
Bank 35 76 52 6.5 58 44 43 40
Nonbank 16 -19 0.1 (o] 0.1 el 0.1 01 ¢
Net external 46 24 04 00 -02 0.2 0.2 -01
Financing gap 0.0 00 26 13 0.0 00 00 00
Memorandum items:
Primary balance 3/ 02 19 14 10 20 20 20 20
Oil balance 4/ -08 00 07 08 09 09 09 09
Gross budget sector debt 5/ 973 902 94.5 986 939 903 86.8 828
Nominal GDP (EGP billions) 4,437 5322 5701 6,317 7.320 8,345 9,477 10,793

Sources: Ministry of Finance; and IMF staff estimates.

1/ Budget sector comprises central and local governments, and some public corporations. Fiscal year ends June 30. Cash basis.

2/ Food subsidies include subsidies paid to farmers.

3/ The primary balance for 2017/18 excludes the recapitalization of the CBE for 6 billion Egyptian pounds.
4/ Qil revenue minus fuel subsidies. Oil revenue includes corporate income tax receipts from EGPC and foreign partners,
royalties, extraordinary payments, excise taxes on petrol products, and dividends collected from EGPC.
5/ Includes debt issued to the SIF for settlement of past arrears and implied future liabilities.

6/ Fiscal projections for 2020/21 are preliminary. Budget discussions are ongoing in response to the COVID-19 shock.
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Table 4. Egypt: General Government Operations, 2017/18-2024/25 1/

201718 _2018/19 2019/20 2020721 2021/22 _2022/23 _ 2023/24 _ 2024/25
Proj.  Proj.2f  Pioh  Proj  Proj.  Proj

{in bilfions of Egyptian paunds)
Revenue and grants. 9184 10708 11698 13395 15318 AIST6 19992 22799
Tax revenue 6293 7361 7603 6695 10019 1,IS7T3 13175 15035
Income and property 2585 3090 3330 3853 4398 5105 5788 6596
Personal incarme tax €5 873 1075 1246 444 1647 18I0 2129
Corporate Incotne tax 27 1628 1643 1898 2199 2507 2847 3243
EGPC 520 28 298 s 482 550 624 n
Other 907 1202 1345 W82 1747 1958 223 %32
Gonds and services 943 3506 378 M74 4837 514 6362 7132
Oi excises 405 45 234 168 194 224 252 25
* VAT and nonoil excises 2538 3091 3344 4007 4643 5293 60L1  6BAS
Intemational trade taxes e 420 393 86 457 581 .t w25
Olther taxes 385 345 303 2 321 373 a3 482
Nontax revenue 2859 3321 4056 4677 213 5974 6784 7726
Of wihich: wnterestincome 150 94 96 126 152 180 189 189
Grants 12 26 39 22 26 29 33 38
Expenditure 13360 14651 16109 18019 18877 20930 23511 26440
Wages and olher remuneratians 2391 2685 2971 3381 3918 M67  S07T2  STI7
Purchases of goods and services 483 632 79 1013 1es 1253 1422 1619
Interest 4151 4697 5222 SM3 S2x1 S281 STO7 6134
Domestic interest 3929 4393 4937 5097 4788 4793 S5 5467
Extémal interest 22 304 85 316 43 468 $62 66.7
Subsidies, grants, and social benefits: 4555 4424 4355 4700 5159 5624 6191 6753
Other current 723 79 908 1054 121 1392 1580 1819
Investment 057 WIS 1914 2458 249 2013 3538 4339
Netacquisition of financial assets 54 ‘12 27 152 s 27 48 83
Overall balarice 4230 3931 48 4776 IS 2570 367 3924
Financing 4230 3922 4438 4776 3s 3570 3767 3924
Netdomestic 2189 2629 2707 4010 3876 3428 3574 4003
Bank. 6.1 3686 2657 3930 3764 3322 M54 3867
Nanbank 728 1037 50 80 93 108 120 37
Netexternal 2047 1293 232 30 M2 143 193 79
Other 00 0g 00 (L] 00 00 00 0o
Financing gap 00 00 is00 97 a0 00 00 on
(in percent of GDP, unless otherwise indicated)
Revenue and graiits. 27 201 205 212 209 211 211 211
Taxrevenue 2 138 133 138 37 139 133 139
Unidentified Tax Measures 00 00 00 00 oo 00 00 00
Nontax revenue 64 62 71 74 ®” 72 72 72
Of yhich: Interest income: 03 02 0z 02 02 02 02 02
Grants o1 00 01 00 00 00 a0 00
Expenditure 301 as 283 285 258 2541 8 45
Unidentified Spending Measures o0 00 o0 00 0 00 00 00
Wages and other remunerations 54 50 52 54 54 54 54 54
Purchases of goods and services 11 12 3 % 15 15 15 15
Interest %4 88 92 88 7 63 80 57
Subsidies, grants, and social benefits 103 83 76 74 1 87 &5 63
Other current 16 15 16 7 7 17 17 17
Investment 24 27 34 39 k1] 35 37 49
Unidentified Measures
Net acquisition‘of financial assets 01 00 00 02 02 03 03 03
Overall balance o5 74 78 76 51 43 40 36
Financing 95 74 8 76 51 43 40 36
Net domestic 49 49 ar 63 53 41 38 i
Bank 33 69 ar 62 52 40 36 36
Nonbank 16 19 o1 01 ol 61 01 01
Netexternal s a5 24 04 00 02 02 02 21
Other o0 00 LX) oo 00 00 00 0o
Financing gap (1] 0o 26 13 00 ao 00 00
Memorandum items;
Primary balance 02 14 14 10 20 21 20 20
Gross debt 927 818 o5 95 %7 829 92 752
Gross debt G billians of £GP} 4111 4460 4388 5780 6343 6915 7505 8119
Nominal GDP gr billions of £GP) 4437 5322 570 5317 7.320 8345 9477 10793
i Finance; and i
” Bank {NI) (SIF]. Fiscal year ends

June 30. Cash basis.
2/ Flscal projections for 2020/21 are prefiminary. Budget discussions are dngoing in response to the COVID-19 shack.
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Table 6. Egypt: Monetary Survey, 2017/18-2024/25

2017/18  2018/19 _2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Proj. Proj. Proj. Proj. Proj. Proj.

(End-period, in billions of EGP)

Net foreign assets 310 300 113 80 172 345 577 848
Central bank 301 264 176 179 341 607 843 1,130
Commercial banks 8 36 . -64 -99 -169 -262 -266 -282

Net domestic assets 3,147 3,564 4116 4,770 5444 6,106 6,866 7,673
Net claims on central and local government 1972 2,039 2,330 2,827 3,291 3,707 4,204 4,702
Net claims on public economic authorities 246 389 385 428 448 473 495 519
Qs o.. public sector companies 160 162 162 180 196 214 219 223
Claims on private sector 1,083 1,217 1375 1,554 1T 2,037 2,343 2,706
Net other items -313 -244 -136 -220 -261 =325 -395 -478

Broad money (M2) 3457 3,864 4,228 4,850 5616 6,451 7444 8,521
Domestic currency component (M2D) 2,740 3,149 3,568 4,091 4,812 5,590 6,559 7.553

Currency outside banks 439 487 622 713 843 982 1.140 1,359

Domestic currency deposits 2,299 2,662 2,947 3,378 3,970 4,608 5419 6,194

Foreign currency deposits 717 715 660 759 804 861 885 968
(Annual percent change, unless otherwise indicated)

Broad money (M2) 18.5 18 94 147 15.8 149 15.4 14.5
Domestic currency component (M2D) 232 149 133 14.6 17.6 16.2 173 15.2

Reserve money 1/ 23.7 -4.5 111 13.0 13.0 14.0 15.0 15.0

Contribution to broad money growth 185 118 9.4 147 15.8 149 15.4 145
Net foreign assets 85 03 -49 08 1.9 31 3.6 36
Net domestic assets 929 120 143 155 139 1ns 1.8 10.8

Credit to the private sector 10.1 124 13.0 130 14.0 15.0 15.0 155

Credit to government and public sector companies 89 33 13.2 20.7 15.9 12.5 128 11.4

Memorandum items:

Velocity

Velocity GDP/M2D (level) 17 1.7 17 17 17 17 1.7 1.7

Velocity GDP/M2 (level) 14 1.5 14 14 14 14 1.4 14
M2 (in percent of GDP) 779 72.6 742 76.8 76.7 773 78.5 79.0
Money multiplier (M2D/reserve money) 38 46 4.7 4.8 5.0 5.1 5.2 52
Money multiplier (M2/reserve money) 48 5.6 5.6 5.6 58 5.8 5.9 58
M2 (in real terms) 36 22 31 52 6.7 6.4 7.3 70
Domestic currency deposits (in real terms) 13 59 42 5.2 83 75 93 6.8
Claims on private sector (in real terms) -37 2.8 6.4 3.7 5.1 6.5 6.9 79

Foreign currency deposits (in percent of total deposits) 238 21.2 183 18.3 16.8 157 14.0 135

. «Sources: Central Bank of Egypt; and IMF staff estimates and projections. i
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Table 7a. Egypt: Summary of National Accounts, 2017/18-2024/25

(In percent)

2017/18  2018/19__ 2019/20 2020/21

2021/22  2022/23  2023/24 2024/25

Projections

(Annual change, in percent)

Real GDP at market price 5.3 56 20 28
Domestic demand (absorption) 3.0 29 0.1 1.1
Private 81 3.1 -0.6 01
Public -33 1.2 64 838
Consumption 1.1 1.1 -1.5 -02
“Private L 10 09 -24 1.8
Public 17 2.8 58 9.4
Investment 157 131 86 72
Gross fixed capital formation 16.9 132 10.8 72
Private 25 369 120 80
Public 385 -54 94 62

Net exports of goods and services 1/ 19 23 18 1.7
Exports of goods and services 316 =21 -24 -18.1
Imports of goods and services 10.6 -8.9 -8.6 -204
Real GDP at factor cost 5.6 5.1 14 28
Agriculture - 31 33 4.0 40
Construction 100 88 0.5 83
Industry 6.0 5.1 08 a1
Services 53 54 10 0.7
General government 15 27 36 30
Suez Canal 9.6 7.9 02 55

6:4

100

53 53 5.6
57 54 58
5.6 54 58
59 54 6.1
4.6 43 43
44 4.1 4.1
54 53 6.0
104 100 n7
104 100 17
120 130 15.0
82 59 69
04 02 -04
228 109 78
229 11.0 88
53 53 56
35 35 35
9.0 9.0 100
39 48 51
6.5 5.7 60
30 30 30
8.0 80 -80

(Contribution to real growth, in percent 2/)

Real GDP at market price 53 5.6 20 28
Domestic demand (absorption) 34 32 0.2 12
Private 0.6 35 -1.2- -03
Public 29 0.2 13 15
Consumption 1.0 1.0 <14 02
Private 0.9 08 <19 -11
Public 0.2 03 05 09
Investment 24 22 16 14
Gross fixed capital formation 25 22 149 14
Private -0.2 27 11 08
Public 27 05 08 06

Net exports of goods and services 19 23 18 17
. Exparts of goods and services 5.0 04 -0.4 -32
Imports of goods and services -3.1 27 23 49

- Real GDP at factor cost 5.6 51 14 28
Agriculture 04 04 04 05
Construction 0.6 0.5 0.0 05
Industry 1.6 15 0.2 03
Services 26 23 04 - 04
General government 0.1 0.2 03 03
Suez Canal . 02 02 0.0 0.1

64
38
37
01
34
28

53 53 56
58 55 6.0
45 45 48
12 10 12
38 35 35
32 30 29
06 0.6 06
20 20 25
20 20 25
13 15 19
0.7 05 06
-04 -0.2 -04
39 22 16
-4.3 -24 -20
53 53 56
04 04 04
06 06 07
11 13 14
28 25 26
02 0.2 02
02 02 0.2

Sources: Egyptian authorities; and IMF staff estimates and projections.
1/ Contribution to growth.

2/ Components do not sum up to total due to lical discrepancies iated with ct

A

of base years. _emmmt—an
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Table 7b. Egypt: Summary of National Accounts, 2017/18-2024/25

(In percent of GDP)

2017/18 2018/19_2019/20 2020/21

2021/22_2022/23 2023/24 2024/25

Projections

GDP at market price
Domestic demand (absorption)
Private
Public
Consumption
Private
Public
Investment
Gross fixed capital formation
Private
Public
Net exports of goods and services
Exports of goods and services
Imports of goods and services

Net factor income
Net remittances inflows
Net official transfers

Gross National Disposable income

National savings
Private
Public

Savings-investment balance
Private
Public

GDP at factor cost
Agriculture
Construction
Industry
Services
General government
Suez Canal

(In percent of nominal GDP)

100.0 100.0 100.0 100.0
110.5 108.2 106.6 106.8
93.0 92.3 89.7 89.0
17.5 15.9 16.9 178
93.8 90.4 87.5 86.8
85.4 827 79.5 78.2
8.4 19 8.0 85
16.7 17.9 19.1 20.0
16.3 176 194 20.0
71 93 10.2 10.7
9.1 82 89 9.2
-10.5 -8.2 -6.6 -6.8
189 175 136 103
-29.4 -25.7 -20.2 -17.0
-2.5 -3.6 -4.1 -4.0
105 8.2 6.3 6.1
0.1 0.1 0.1 0.1
108.1 104.7 102.3 102.2
143 143 14.8 154
213 19.0 19.2 18.9
-7.0 -4.7 -4.4 -3.4
-2.4 8.6 -4.3 -4.6
14.2 9.7 89 8.1
-16.2 -12.9 -13.3 -12.7
100.0 100.0 100.0 100.0
1.5 11.4 1.7 1.8
59 6.2 6.2 6.5
29.9 305 304 29.8
43.1 432 42.9 429
74 6.8 6.9 6.9
22 2.0 19 2.0

100.0 100.0 100.0 100.0
104.8 104.6 104.8 105.1
88.1 87.7 87.9 88.1
16.6 16.9 16.9 16.9
85.7 84.6 83.9 83.0
712 76.1 755 746
8.4 8.4 8.4 8.4
191 20.0 20.9 22.1
191 20.0 20.9 221
10.9 116 12.4 13.6
8.2 84 85 85
-4.8 -4.6 -4.8 =51
13.0 15.3 16.3 16.8
-17.8 -19.9 -21.2 <219
-4.0 -3.8 -3.6 -33
6.0 59 5.8 5.7
0.1 0.1 0.1 0.1
102.1 102.2 1023 102.5
164 17.6 184 19.5
18.2 181 184 18.8
-1.8 -0.5 0.0 0.6
27 -2.4 -2.5 -2.6
73 6.5 6.0 53
-10.0 -9.0 -8.5 -7.9
100.0 100.0 100.0 100.0
1.4 103 94 8.5
6.7 6.4 6.1 59
28.7 26.0 239 21.9
445 49.3 53.4 571
6.7 6.0 54 4.9
20 19 1.8 1.7

Sources: Egyptian authorities; and IMF staff estimates and projections.
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Table 8. Egypt: Medium-Term Macroeconomic Framework, 2017/18-2024/25
(In percent of GDP, unless otherwise indicated)

2017/18 2018/19 201920 2Q20/21 2021/22 2022/23 2023/24 2024/25

Projections

Growth and prices .

Real GDP (annual change, in percent) 53 56 20 28 64 53 53 56
CPl inflation (end-of-period, in percent) 144 94 62 9.0 85 8.0 75 70
CPlinflation (average, in percent) 209 138 58 82 . 8.7 8.1 78 72
Unemployment rate (period average, in percent) 109 86 - -

Savings-investment balance 24 -36 43 4.6 27 -24 -25 -26
Investment 167 179 19.1 20.0 181 200 209 221
Domestic savings 143 143 148 154 164 17.6 184 19.5

Public finances
General government

Revenue and grants 20.7 201 205 212 209 211 211 211
Expenditure and NAFA 302 2715 283 288 260 253 25.1 248 .
Qverall balance 95 -74 78 -76 -5.1 -43 -4.0 -36
Overall balance, exd. grants 96 74 19 -76 54 -43 -4.0 -37
Primary balance -0.2 14 14 10 20 21 20 20
Gross debt 927 838 875 91.5 867 829 792 752
Domestic 735 659 679 69.9 67.1 643 617 59.0
External 19.2 179 19.6 2186 196 186 175 16.2
Budget sector
Revenue and grants 185 177 181 189 188 19.0 190 19.1
Tax revenue - 14.2 138 133 138 137 139 139 139
Non-tax revenue -43 38 47 5.1 54 51 5.1 LA
Grants 0.1 00 04 00 00 00 00 00
Expenditure and NAFA 283 258 265 26.7 246 237 237 23.2
Of which: Curent 258 234 231 229 215 202 200 192
Capital 25 27 34 39 31 35 37 40
Overall budget balance 97 8.1 83 7.8 -57 -47 -47 4.1
Overall budget balance, excl. grants 98 8.1 -84 <79 58 47 47 -4
Primary budget balance 02 19 14 10 20 20 20 20
Balance of payments and external debt
Current account 24 -36 -43 -4.6 27 24 25 26
Trade balance -149 -12.6 96 -8.0 -74 -92 -104 -11.3
Qil and gas -1.5 00 06 0.5 02 0.0 -04 0.7
Other -13.4 126 -102 -85 -7.7 92 -100 -10.6
Capital and financial account (incl. errors and omissions) 40 1.3 -1 25 31 27 42 45
Financing gap 00 00 26 -13 00 00 00 00
Official reserves (in billions of US$) 435 433 350 319 326 323 383 45.7
(In months of next year's imports of goods and services) 67 74 69 57 49 43 47 5.1
External debt (in percent of GDP) 374 344 332 354 319 285 267 25.3

Sources: Egyptian authorities; and IMF staff estimates and projections.
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(End-June; unless otherwise indicated)

Table 9. Egypt: Financial Soundness Indicators of the Banking Systera

Sep.
2013 2014 2015 2016 2017 2018 201p9
Capital adequacy
Regulatory capital to RWA 137 139 145 14.0 14.7 157 18.1
Common equity to RWA 10.7 1.4 12.1 17 9.2 104 11.0
Asset quality
NPLs to total loans 93 8.5 7.1 6.0 43 4.1 45
Loan.provisions to non-performing loans 99.8 98.9 99.0 99.1 983 98.0 974
Profitability A
Return on assets 1.0 13 1.5 20 1.5 14 14
Return on average equity 14.5 18.9 244 309 215 19.2 19.2
Liquidity
Average liquidity ratio
Local currency 61.8 62.7 59.7 554 471 403 458
Foreign currency 55.2 57.4 52.0 60.2 66.4 67.7 739
Loans to deposits 441 40.8 409 470 46.0 46.2 441

Source: Central Bank of Egypt.
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Table 10. Egypt: Capacity to Repay the Fund, 2016/17-2023/24 1/ 2/

2016/17  2017/18  2018/19__2019/20 2020/21 2021/22  2022/23 _ 2023/24 _ 2024/25

Projections
Fund repurchases and charges .

Millions of SDRs 226 787 1712 2559 4121 7808 12350 2,555.1 25766
Repurchases 00 00 00 00 164.2 5224 9552 23312 24513
Charges and fees 226 787 m2 2559 248.0 2584 2798 2232 1253

Millions of US$ 316 1098 2390 3572 5753 1,0899 17239 3,566.7 3,596.6

Percent of exports of goods and nonfactor services 0.1 02 0S5 07 16 22 28 5.1 4.7

Percent of total debt service 3/ 00 01 02 03 05 08 12 22 21

Percent of quota 11 39 84 126 202 383 606 1254 1265

Percent of gross international reserves 0.1 03 05 10 18 33 53 93 79

Fund credit outstanding
““difaoms ol SORs 1,970 5731 7.164 10634 10470 9,947 8992 6,660 4209

Millions of USS 2,750 8,000 10,000 14844 14614 13,885 12,552 9,297 5875

Percent of exports of goods and nonfactor services 74 169 189 312 399 284 204 133 76

Percent of quota 9.7 2813 3517 5220 5139 488.3 4414 3269 206.6

Percent of gross international reserves 9.0 184 228 424 458 426 389 243 128

Memorandum items:

Exports of goods and nonfactor services (in millions of USS) 37,128 47314 52919 47630 36,666 48,865 61,505 69,902 77273

Debt service (in millions of USS) 89,099 87213 109834 135896 124493 142458 149632 159672 170081

Quota (in millions of SDRs, end of period) 4/ 2,037.1 2,037 2,037 2037.1 2,0371 2,037.1 20371 2,037 20371

Quota (millions of USS at eop exchange rate) 1,459.3 14593 14593 14593 1,459.3 1,459.3 1,459.3 14593 14593

Gross international reserves (in millions of US$) 30652 43,497 43,850 35014 31,884 32,606 32,260 38,264 45729

Source: IMF staff calculations.

1/ Fiscal year starts on July 1 and ends on June 30.

2/ Assumes repurchases are made on obligations schedule.
3/ Debt service includes interest on the entire debt stock and amortization of medium- and long-term debt.
4/ Quota changed fromn 943.7 to 2037.1 millions SDRs effective as of February 2016.
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Table 11. Egypt: External Financing Requirements and Sources, 2017/18-2024/25
(In billions of US$, uniess otherwise indicated)

2017/18  2018/19 2019/20  2020/21

2021/22  2022/23 2023/24 2024/25

121

Projections

Gross financing requirements 229 26.1 384 420 436 520 4238 430
Current account deficit 6.0 10.9 152 16.2 10.1 98 107 120
Of which: Net interest payments 22 32 42 43 49 50 48 47
Maturing short-term debt 123 111 16.2 19.2 218 248 243 243
Private sector 2.1 26 26 26 26 26 26 26
Public sector 10.2 85 137 167 19.2 222 217 217
Amortization of medium and long-term debt 47 42 70 6.5 117 174 79 6.7
Private sector 02 03 0.0 0.0 0.0 02 03 03
Public sector 4.5 38 70 64 n7 173 75 6.4
MLT to external private creditors 24 13 22 38 36 36 13 03
By domestic private sector 02 03 0.0 0.0 0.0 0.2 03 03
By domestic public sector 22 10 22 38 36 34 1.0 0.0
MLT to external official creditors 23 28 48 26 8.1 138 6.6 64
IMF 00 0.0 0.0 0.2 07 13 13 13
To other official creditors 23 28 48 24 74 125 52 6.1
By domestic private sector 00 0.0 0.0 0.0 0.0 0.0 0.0 10
By domestic public sector 23 28 48 24 74 125 52 54
Sources of financing 229 26.2 29.2 375 436 520 428 430
Foreign direct investment (net) 74 79 78 71 85 114 15.5 171
Roll-over of short-term debt 123 111 16.2 19.2 218 248 243 243
Medium- and long-term borrowing 145 185 77 6.7 77 87 8.7 838

Private sector 13 12 12 12 12 12 12
Public sector 132 174 6.5 55 6.6 76 76 76
Other net capital flows 0.6 -131 -124 15 70 80 07 -0.3
Of which: portfolio investment 121 4.1 #1285 30 6.0 70 64 64
Net use of Fund resources 53 20 20 -0.2 -07 -13 -13 =13,
Change in reserves (- increase) -12.8 0.2 88 31 -0.7 03 -6.0 -7.5
Change in arrears (“-" indicates decrease) <12 -0.2 -1.0 0.0 00 00 0.0 0.0
Errors and omissions’ -3.2 -0.1 0.0 0.0 0.0 00 0.0 00
Financing gap 00 0.0 -9.2 -4.5 00 00 0.0 0.0
Rapid Financing Instrument purchase 00 0.0 -28 00 0.0 0.0 0.0 0.0
Residual financing gap 0.0 0.0 -6.5 -4.5 00 0.0 0.0 0.0

Memorandum items:

Gross international reserves (GIR) 435 439 350 319 326 323 383 457
External debt 926 108.7 1146 1178 1163 1106 1110 1130

Sources: Central Bank of Egypt; and IMF staff estimates and projections.
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Annex 1. Assessment of Exceptional Access Criteria

Staff Assesses that Egypt Meets the Exceptional Access Criteria.

Criterion 1—The member is experiencing or has the potential to experience exceptional balance of
payments pressures on the current account or the capital account resulting in a need for Fund
financing that cannot be met within the normal limits.

Egypt is facing exceptional balance of payments pressures arising from COVID-19 related
disruptions to tourism, remittances and capital flows, with an estimated financing gap of
$14 billion. Given that Egypt almost fully utilized its normal access under the 2016 EFF and

SDR 8.6 billion (or 422 percent of quota) is outstanding, access to meaningful financing under an
RFI will require exceptional access.

Criterion 2— A rigorous and systematic analysis indicates that there is a high probability that the
member’s public debt is sustainable in the medium term. Where the member's debt is assessed to be
unsustainable ex ante, exceptional access will only be made available where the financing being
provided from sources other than the Fund restores debt sustainability with a high probability.
Where the member’s debt is considered sustainable but not with a high probability, exceptional
access would be justified if financing provided from sources other than the Fund, although it may
not restore sustainability with high probability, improves debt sustainability and sufficiently
enhances the safequards for Fund resources.

Vulnerabilities arise from the elevated level of public debt (87.5 percent of GDP projected at the
end of 2019/20), gross financing needs (37 percent of GDP), and the impact on economic activity
from the COVID-19 pandemic. While the COVID-19 shock will result in higher public debt than
previously projected in 2019/20 and 2020/21, the primary surplus is expected to return to

2 percent of GDP from 2021/22 and public debt is projected to resume its downward trajectory.
The authorities are cognizant of debt risks and
are executing a strategy to lengthen maturities
on the large stock of treasury bills, which is
beginning to demonstrate results. Reflecting the
still-high debt and GFN levels, staff assesses
public debt to be sustainable, but not with high
probability. However, several factors including
the high share of domestic currency debt issued
locally and held by domestic financial
institutions, retention of credit ratings by major
ratings agencies with a stable outlook since the
COVID crisis, and sizeable buffers coming into this crisis help mitigate the risks. Debt risks have
recently increased due to the worsening domestic and external environment. Egypt maintained
favorable market access prior to the pandemic—most recently issuing Eurobonds at 4, 12, and
40-year maturities in November 2019. Safeguards, in the form of non-Fund external debt
obligations are sufficient for the RFI re%se exposures include the stock of Eurobonds

Egyptian T-Bill Holders

100

Households

ther financial instituti

i

017
Source: Central Bank of Egypt. and Haver Analytics.

2012 2013 2014 2015 2016 2018
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(about $20 billion after the November 2019 issuance), for which the first maturity is in 2022, and
deposits at the CBE held by three official bilateral creditors (totaling about $17 billion). The low
share of FX debt is a mitigating factor to external financing risks.

Criterion 3—The member has prospects of gaining or regaining access to private capital markets

within a timeframe and on a scale that would enable the member to meet its obligations falling due
to the Fund. '

Egypt regained market access quickly following

the 2016 crisis with total issuances of about Egypt: Eurobond Issuances
$21 billion during 2017-19. Egypt maintained 1¢ (billion dollars; calendar years)
favorable market access prior to the pandemic H Frogrami{fiov.2Uib-Novap2)

and is expected to regain access to capital
markets as financial market conditions begin to
normalize. Spreads have risen for Egypt, but
remain lower than some other comparable BE

emerging markets, reflecting a broader sell-off

across emerging and frontier markets.. Thus, 2015 206 2017 2018 2019
the higher spreads are indicative of a general,
not Egypt-specific, concern that should unwind with the current crisis so long as strong policies
are maintained. Close engagement with the Fund—including in the context of the requested
SBA—would help ensure maintenance of a strong policy framework to support a solid rebound
after the crisis, which should reinforce investor confidence and assure market access at a level
adequate for Egypt to meet its Fund obligations.

Criterion 4—The policy program provides a reasonably strong prospect of success, including not

only the member's adjustment plans but also its institutional and political capacity to deliver that
adjustment.

The authorities’ strong program ownership and track record of implementation under the
2016-19 EFF was critical in stabilizing the economy, establishing credibility, and restoring
confidence. The authorities’ steadfast commitment to policies needed to support macroeconomic
stability and more inclusive growth, including further progress on structural reforms, has been
reinforced at the highest political level. The authorities intend to pursue all necessary policies to
alleviate the BOP pressures while avoiding measures or policies that may compound these
difficulties. Institution building to support strong policy frameworks is ongoing, including through
capacity development support from the IMF. The government appears to-have broad support to
implement its policies providing a strong prospect of success. Managing the crisis in a way that

minimizes the socio-economic impact will be important to_taintain social cohesion.
[ I
&
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Annex li. Public and External Debt Sustainability Analysis

The Debt Sustainability Analysis indicates that Egypt's debt remains sustainable, but not with a high
probability. Under the baseline scenario, debt is projected to increase in 2019/20 and 2020/21 and then
resume its downward trajectory to 75 percent of GDP by 2024/25. The main risks are a more prolonged
and severe impact of the Covid-19, a sustained increase in interest rates due to tightening of global
financial conditions, and a less ambitious fiscal consolidation path. Contingent liabilities arising from
state-owned enterprises present additional risks. Recognizing the high GFNs, the authorities are already
extending their maturities and intend to extend them further. Over the medium term, sustained fiscal

consolidation in combination with structural reforms to boost growth is needed to put Egypt's debt on a
steady declining path.

Baseline Scenario

1. The baseline projections assume a temporary two-quarter shock to growth that spiils
from FY19/20 into FY20/21. Real GDP growth is expected to decline from an average of 5%z percent
of GDP in 2017/18 and 2018/19 to 2 percent in 2019/20 (after recording 5.6 percent in 1H19/20) and
to 2.8 percent in 2020/21. Growth is projected to recover to 5%z percent over the medium term.
Average inflation is expected to increase from about 6 percentin FY19/20 to 9 percent in 20/21 and
decline to 7 percent in the medium term. Effective interest rates on general government debt are
projected to decline, reflecting the decline in inflation forecasts.

2: As discussed in past published IMF staff reports under the EFF, Egypt’s debt has been
assessed to be sustainable but is subject to significant risks. Despite the sharp downward trend
since 2016/17, the debt-to-GDP ratio remains above the benchmark of 70 percent of GDP for
emerging markets. The Covid-19 crisis has exacerbated debt as growth has significantly slowed and
fiscal deficits are projected to be higher. As a result, and given the temporary nature of the shock,
general government debt is projected to increase from 84 percent of GDP in FY18/19 to about

91 percent of GDP in FY20/21, and decline thereafter to 75 percent of GDP in 2024/25. Over the
medium term, primary surpluses and sustained high growth will restore the debt-to-GDP ratio to a
firm downward trajectory to reach 75 percent of GDP in FY24/25.

3. The baseline debt projections are subject to significant risks but also accompanied by a
number of mitigating factors. As noted, risks arise from the high debt level relative to the
benchmark as well as high gross financing needs at above 30 percent of GDP compared to the

15 percent of GDP benchmark. Spreads have increased recently from their pre-Covid-19 level of
about 465 basis points to above the high risk benchmark of 600 basis points reflecting the global
risk-off sentiment (rather than an Egypt-specific shock), thus changing the risk for the “market
perception” indicator from moderate to high.! Risk stemming from the change in the “share of

! The pre-Covid-19 spread reflects the average EMBIG spread for Egypt in February 2020. &
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short-term debt” are high; but risks to debt tgyptian T-Bill Holders |
sustainability are alleviated as a large share of 100 &

participants in the local treasury security market 0

are domestic financial institutions (see text chart). ;";

Moreover, the risk stemming from “debt held by )

non-residents” and from "debt denominated in 50

foreign currency” is moderate as the indicators are |
26 percent and 28 percent, respectively, which is
above the benchmark levels for emerging markets 10
but well below the high risk benchmark levels of S0 Pu aue iE e mr e aame
45 and 60. In addition, the authorities have already Source: Central Bank of Egypt, and Haver Analytics.

begun to extend maturities and are planning to extend maturities further.

Realism of Baseline Assumptions

4. The current forecasts entail higher than usual uncertainty. Past forecasts of macro-
economic variables have been mixed. The median forecast error was -0.1 percent for growth, 1.2
percent for inflation, and -1.1 percent for the primary balance during 2008-2016, implying an
optimistic bias. However, part of the bias is attributed to the exceptional volatility of the sample
period, which includes the global financial crisis and two political transitions (2011 and 2013). While in
the last two years, the forecast errors for GDP have narrowed, the current forecasts are subject to
higher than usual uncertainty given the uncertainty about the impact of Covid-19.

5. Additional risks stem from tighter global financial conditions, lower primary surplus,
and materialization of contingent liabilities. Tighter global financial conditions could lead to an
increase in interest rates whereby debt could deviate from the projected debt path. A higher than
projected impact of the Covid-19 on revenues or spending pressures could lower the primary balance
and increase debt compared to the baseline scenario. Contingent liabilities could arise from a call on
government guaranteed debt.

Alternative Scenarios and Stress Test

6. Debt sustainability worsens under the historical and primary balance shock scenario.
With growth and the primary balance remaining at their last 10-year averages, the debt-to-GDP ratio
would increase to 98 percent of GDP in 2024/25, while gross financing needs would increase to about
55 percent of GDP in 2024/25. Alternatively, a scenario with an unchanged growth forecast but a
temporary revision of the envisaged fiscal consolidation of primary surpluses by about 1 percent of

GDP would imply a debt-to-GDP ratio of 89 percent in 2021/22 compared with 86 percent of GDP in
the baseline.

7. The public debt trajectory is vulnerable to macroeconomic shocks and risks from
contingent liabilities:
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> Under a growth shock where GDP growth is 1.2 percentage points lower (one standard deviation)
and inflation is 0.3 percentage point lower compared to the baseline in 2019/20 and 2020/21, debt .
would decline to 78 percent of GDP over the medium term compared to 75 percent in the baseline.

» A real interest rate shock with an increase of the interest rate by about 350 basis points over the

projection period, increases debt by around 3 percentage point of GDP to 78 percent of GDP over the
medium term compared to the baseline.

» A large real exchange rate shock with a hundred percent depreciation of the Egyptian pound will

increase debt in the next year by 6 percentage points of GDP and 79 percent of GDP over the
medium term.

s A combined macro-fiscal shock with lower growth and a looser fiscal stance could weaken debt
dynamics significantly. A temporary growth shortfall of 1.2 percentage points for two years, a looser
fiscal stance by about 1 percentage points over two years, and about 140 percent of nominal exchange
rate depreciation increases debt to 100 percent of GDP in the following year compared to 91 percent
of GDP under the baseline. Over the medium-term, debt would remain about 11 percentage point of
GDP higher than under the baseline.

»  Materializing of contingent liabilities or a call on government.guarantees from state-owned
enterprises are another potential source of vulnerability. A customized shock scenario, in which a
contingent liability of 10 percent of GDP materializes, leading to a deterioration of the primary
balance, higher interest rates and temporary adverse impacts on other macro-economic variables,

would increase debt-to-GDP ratio to 103 percent of GDP in 2020/21 compared to 91 percent in the
baseline.

> The most severe shock combines the macro-fiscal shock with a materialization of a contingent
liability. In this case, debt-to-GDP ratio will increase in the next year to 110 percent of GDP. Over the
medium-term debt would decline to around 94 percent of GDP instead of 75 percent of GDP in the
baseline and gross financing needs would be 49 percent of GDP.

External Debt

7: External debt is expected to peak at about 35 percent of GDP in 2021 and decline
thereafter. The standard shock scenarios suggest that external debt would remain near or below
their current levels in the medium term. As with public debt, a significant portion of external debt is
scheduled to mature in the next years, in part reflecting the maturity of large deposits of several Gulf
Cooperation Council members at the CBE. Cognizant of the need to extend maturities on external
debt, the authorities’ have approached these creditors with a view to rolling them over at longer
maturities and have already rolled over $[2] billion of the $[13.4] billion that is scheduled to mature
during FY2019/20 and FY2020/21.
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Figure 1. Egypt: Public Sector Debt Sustainability Analysis ~ Baseline Scenarin

Debt, Economic and Market Indicators ¥

Actual

(In percent of GDP, unless otherwise indicated)

Projections As of April 29, 2020
2009-2017 7 2018 2019 2020 2021 2022 2023 2024 2025 Sovereign Spreads
Nominal gross public debt 826 927 838 875 915 867 828 792 752 EMBIG (bp)3/ 805
Public gross financing needs 280 322 322 374 352 382 381 386 386 S5YCDS(bp) 655
Real GDP growth (in percent) 36 53 56 20 28 64 53 83 56 Ratings Foreign Local
Inflation (GDP deflator, in percent) 116 214 136 50 77 89 82 79 79 Moody's B2 B2
Nominal GDP growth (in percent) 157 279 199 71 108 159 140 136 139 S&Ps B B
Effective interest rate (in percent) ¥/ 9.5 16 114 1.7 109 9.0 83 83 82 Fitch B+ B+
Contribution to Changes in Public Debt
Actual Projections
2009-2017 2018 2019 2020 2021 2022 2023 2024 2025 cumulative debt-stabilizing
Change in gross public sector debt 40 -105 -89 37 40 -49 -38 -37 -40 -86 primary
Identified debt-creating flows 13 -129 -94 24 -08 -72 -6.1 5T 58 -233 balance ¥
Primary deficit 4.1 04 =32 13 <10 =21 -2 =21 21 -10.7 A7
Primary (noninterest) revenue and grant:22.0 204 199 203 210 207 208 209 210 124.8
Primary (noninterest) expenditure 26.1 208 187 191 200 186 188 188 188 114.1
Automatic debt dynamics */ 29 -134  -82 36 00 -54 -43 -39 -40  -139
Interest rate/growth differential -4.2 -131 66 36 00 -54 -43 -39 40 -139
Of which: real interest rate -17 -88 -23 51 23 -03 -03 00 -01 67
Of which: real GDP growth -2.5 -43  -43 16 22 51 41 -38 -39 -207
Exchange rate depreciation ” 13 03 -16 -
Other identified debt-creating flows 0.2 01 0.0 00 02 02 03 03 03 13
Privatization Proceeds (negative) 00 0.0 0.0 00 00 00 0.0 00 0.0 00
Contingent liabilities 0.0 0.0 00 00 0.0 0.0 00 00 00 00
GG: Net Lending 02 01 0.0 00 02 02 03 03 03 13
Residual, including asset changes ¥ ap 24 06 13 48 24 23 20 19 147
25 30
20 Debt-Creating Flows projection —>
(in percent of GDP) 20
15
10
10
5 o
0 -10 ewemd
-5
-20
-10
15 -30
-20 -40

2009 2010 2011 2012 2013 2014
CPrimary deficit
8 Exchange rate depreciation
=—=Change in gross public sector debt

Source: IMF staff.

1/ Public sector is defined as general government.

2/ Based on available data.

3/ EMBIG.

4/ Defined as interest payments divided by debt stock (excluding guarantees) at the end of previous year.

5/ Derived as ((r - n(1+g) - g + ae(1+0)}/(1+g+m+gm) times previous period debt ratio, with r = interest rate; 1t = growth rate of GOP deflator; g = real GDP growth rate;
a = share of foreign-currency denominated debt; and e = nominal exchange rate depreciation (measured by increase in local currency value of U.S. dollar).

6/ The real interest rate contribution is derived from the numerator in footnote § as r - Tt (14g) and the real growth contribution as -g.

7/ The exchange rate contribution is derived from the numerator in footnote 5 as ae(1+r).

8/ Includes asset changes and interest revenues (if any). For projections, inciudes exchange rate changes during the projection period.

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
B8 Real GDP growth
COther debt-creating flows

cumulative

EZReal interest rate
[Residual
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Figure 2. Egypt: Public DSA -~ Composition of Public Debt and Alternative Scenarios
Composition of Public Debt

By Maturity By Currency

(in percentof GDP) (in percentof GDP)

120 3 120 5

Medium and long-term :+ Local currency-denominated

100 ™ Short-term 100 # Foreign cumrency-denominafed
80 80
60 60
40 40
20 20
0 0 —_—

2009 2011 2013 2015 2017 2019 2021 2023 2025 2009 2011 2013 2015 2017 2019 2021 2023 2025
Alternative Scenarios
Baseline s+ +2c-v Historical ~ == -Constant Primary Balance

Gross Nominal Public Debt Public Gross Financing Needs

(in percentof GDP) (in percentof GOP)

120 60

100 & e
80 40 - e m

—_/i'*;—./””)'_
60 30
40 20
20 10
projection—> projection —>
0
2018 2019 2020 2021 2022 2023 2024 2025 2018 2019 2020 2021 2022 2023 2024 2025
Underlying Assumptions
(in percent)

Baseline Scenario 2020 2021 2022 2023 2024 2025 Historical Scenario 2020 2021 2022 2023 2024 2025
Real GDP growth 20 28 64 53 60 56 Real GDP growth 20 39 39 39 39 39
Inflation 50 77 89 82 79 79 Inflation 50 77 89 82 79 79
Primary Balance 13 w2 21 21 21 Primary Balance 130033 33 33 33 33
Effective interest rate n7 109 90 83 83 82 Effective interest rate nr w09 77 65 61 58

Constant Primary Balance Scenario
Real GDP growth 20 28 64 53 60 56
Inflation 50 7.7 89 82 79 79
Primary Balance 13 13 13 13 13 13
Effective interest rate nz 109 81 83 82 81

Source: IMF staff.
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Figure 7. Egypt: External Debt Sustainability Analysis: Bounds Tests 1/2/
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Sources: international Monetary Fund, Country desk data, and staff estimates.

1/ Shaded areas represent actual data. Individual shocks are permanent one standard deviation shocks. Figures in the boxes
represent average projections for the respective variables in the baseline and scenario being presented. Ten-year historical
average for the variable is also shown.

2/ For historical scenarios, the historical averages are calculated over the ten-year period, and the information is used to
project debt dynamics five years ahead.

3/ Permanent one standard deviation shocks applied to nominal interest rate, growth rate, and current account balance.

4/ One-time real exchange rate depreciation of 30 percent accurs in 2018/19,
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Appendix i. Letter of Intent

May 4, 2020

Ms. Kristalina Georgieva
Managing Director
International Monetary Fund
Washington, D.C.

Dear Ms. Georgieva,

1. The COVID-19 outbreak has affected the Egyptian economy in multiple ways and has
necessitated a quick and decisive response. The Government of Egypt has made significant progress
in expanding laboratory testing, conducting sanitation operations, setting up hospitals for treatment
as well as for quarantine, building personal protective equipment reserves, and developing a disease
surveillance system, including the use of mobile applications for contact tracing. In addition, several
precautionary measures have been put in place to contain the spread via social distancing, including
imposing a nighttime curfew, allowing and encouraging working from home, requesting physical
presence of essential workers only at all government entities, canceling all public gatherings, closure
of all schools and universities as well as historical sites and places of worship, and halting
international flights. The combination of these domestic measures, the global slowdown, and
financial market turmoil have significantly affected economic growth; the effect is further
compounded by capital outflows, the complete halt in tourism, reduced remittances, and slower
industrial and construction activity.

2 The buffers that Egypt built over the past few years by implementing our strong home-
grown economic reform program have significantly improved our ability to deal with exogenous
shocks. Nevertheless, the unprecedented magnitude of the ongoing health crisis and its economic
fallout have led to a balance of payments gap.

3. To support Egypt meet the immediate external and fiscal financing needs and to safeguard
the significant macroeconomic gains achieved over the past three years, we request a purchase
under the Rapid Financing Instrument (RFI) in the amount equivalent to the maximum allowed 100
percent of Egypt's quota. This rapid disbursement would help alleviate some of the most pressing
financing needs, including in health, social protection, and supporting the most impacted sectors
and the most vulnerable groups. At the same time, we intend to engage with the IMF staff on a
follow-up Stand-by Arrangement (SBA) to support our ongoing efforts to maintain macroeconomic
stability including through a balanced policy framework, and to safeguard the hard-won economic
stability of the past three years. These efforts will place us on a strong footing for a robust and
speedy recovery once the health crisis is behind us; it will enable and facilitate the acceleration of
our structural reform agenda aimed at higher inclusive and sustainable private sector-led growth
and job creation in Egypt.
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objective of lengthening the maturity of our domestic debt, including by rolling over debt owed to
the central bank over longer maturities and at market rates.

7 The Central Bank of Egypt (CBE) has also taken decisive measures, including cutting the
policy interest rate by 300bps in March 2020, to support economic activity and alleviate liquidity
pressures in domestic financial markets. Repayments under existing credit facilities for all customers
were postponed for six months, and the preferential interest rate on loans to industry, tourism,
agriculture, and housing for middle-class families granted under the CBE-supported lending
schemes was reduced from 10 to 8 percent. The CBE announced an EGP20 billion stock-purchase
program to support share prices. The CBE has temporarily limited cash withdrawals and deposits on
EGP, and two state banks have issued one-year high-yield (15 percent) local currency deposit
certificates. In other measures, the limits for mobile payments were raised severalfold; a new debt
relief initiative was introduced for individuals with overdue payments on debts under EGP1 million if
customers make a 50 percent payment to settle their debts with banks and allow them to reenter
the banking sector and participate in economic activity. In addition, the credit registry rule has been
amended cancelling the blacklist for corporates and the negative list for individuals and decreasing
the disclosure period of historical data (after repayment) on the non-performing clients.

8. To safeguard monetary and financial stability, the CBE will roll back these measures when
conditions allow. In particular, the CBE stands ready to tighten if inflationary pressures were to
appear, and commits to roll back all the new initiatives introduced to reduce the burden of the crisis.
The CBE remains committed to maintaining exchange rate flexibility to help absorb exogenous
shocks while containing disorderly market conditions. We still expect the enactment of the new
Central Bank and Banking Sector Act as soon as possible.

g We intend to continue our close dialogue with the IMF to address Egypt's balance of
payment needs in a sustainable manner and to implement a set of strong macroeconomic and
structural policies that will strengthen stability and ensure speedy and robust recovery to be
supported by a prospective SBA. We are also reaching out to other international institutions
including the World Bank and African Development Bank, and bilateral partners for additional
financial support to meet our balance of payments and fiscal needs. Furthermore, we intend to
continue our reform plans to enhance the business environment, foster competition, and strengthen
the role of the private sector. We will comply with the provisions of IMF's Articles of Agreement,
including by not imposing any restrictions on the making of payments and transfers for international
transactions, trade restrictions for balance of payments purposes, or multiple currency practices, or

entering into bilateral payments agreements which are inconsistent with Article VIIl of the IMF's
Articles of Agreement.

10. We request that the purchase under the RFl aimed at addressing the immediate balance of
payments needs be made available to the budget. in line with the safeguards policy, we will agree
on a memorandum of understanding between the Ministry of Finance and the Central Bank of Egypt
on their respective responsibilities for servicing the related financial obligations to the IMF. In line
with the IMF's safeguards policy, the CBE also agrees to undergo an update of the safeguards
assessment, provide IMF staff with the most recent central bank’s external audit reports, and
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authorize the external auditors to hold discussions IMF staff. Also in line with IMF policies, we also
commit to requesting a fiscal safeguards assessment given that RFI financing will entail exceptional

access to IMF resources and will be used for budgetary spending. Steps are underway to finalize and
publish the financial audit of the central bank for FY2019.

11, We authorize the IMF to publish this letter of intent and the staff report for the request for
disbursement under the RFI.

Sincerely yours,

/s/ /s/
Tarek Amer Mohamed Maait
Governor of the Central Bank of Egypt - Minister of Finance

Arab Republic of Egypt Arab Republic of Egypt
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