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Executive Summary

Latest Economic Developments
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row, followed by Jordan and Morocco, jumping by about 16 points, to achieve 35/100 in
2023, up from 19/100 in 2021, and also exceeding the global average of 16/100 in 2023.

As for the “Fiscal reporting and data dissemination related Index” Egypt rank picked by
6 points to achieve 49/100 in 2023, compared to 43/100 in 2021. Where it rose
cumulatively by about 36 points compared to 13/100 achieved in 2012, and exceeding the
global average of 47/100 in 2023, and has climbed by around 25 points compared to the
average of the Middle East and North Africa region, which achieved 24/100 in 2023, and
also exceeding the average for the South Asia region of 34/100 in 2023. While, compared
to the peer countries, Egypt ranks in the second place in 2023 after Jordan, which is
considered a forward step surpassing Morocco, which fell to 47/100 in the year 2023.

Regarding the “Budget Oversight Index”, Egypt rank rose by 10 points to achieve 54/100
in 2023, up from 44/100 in 2021, exceeding for the first time the global average of
45/100. The outstanding performance that Egypt has achieved in all OBS fiscal
transparency indicators were an outcome of the tremendous efforts exerted by Mof and
its transparency arm the “Fiscal Transparency and Citizen Engagement Unit” during the
past twelve years, which has succeeded to improve fiscal dissemination, reporting, and
public transparency engagements, gaining the attention of many international
institutions of which the International Budget Partnership, and which is also an important
signal for international investors about a transparent investment environment in Egypt.
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Real Sector

eThe Egyptian economy has proved resilience despite global crises, which
contributed to disruptions in supply chains and consequently inflation spirals have taken
hold, especially the prices of basic goods and commodities. The Egyptian government and
the Ministry of Finance have worked to develop a consistent and integrated framework
to support citizens and economic sectors through rapidly adopting reforms, incentives
and policies to stimulate economic activity, as well as supporting citizens through social
protection measures.

e The Real Economic growth has recorded 2.65% during Q1 of FY23/24, compared to
4.4% during the same period of last year, (according to the Ministry of Planning and
Economic Development), mainly affected by shrinking global economic activity, which has
fallen to 3.1% in 2023, compared to 3.5% in 2022, and compared to a historical average of
3.8% (2000-2019) “according to International Monetary Fund Economic Outlook, January
2024”. Meanwhile, global inflationary pressures were driven by the war in Europe,
leading to dramatic increase in essential commodity prices, another factor that dove up
global inflation was the tight monetary policy adopted by central banks worldwide to
combat inflationary pressures, which tailored domestic demand and has led to rise in cost
of production, and borrowing cost.

e As for Egypt real economic growth, has reached 3.8% during the FY22/23 (according to
estimates by the Ministry of
Planning ] ECOL O Real GDP Growth by Sector % FY22/23
Development), mainly driven by- at
sectoral level- the rise in real 3 20
economic growth of tourism sector 25
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sector by 5.2%, the transportation 0
sector by 4.3%, and the wholesale
and retail trade sector by 4.2%. Suez
Canal revenues achieved the highest annual revenue in ten years, amounting to $8.8
billion in FY22/23 in light of marketing policies to attract new shipping lines. At the
external sector level, the improvement in revenues from tourism, Suez Canal, direct
investments, and the decline in imports also contributed to the improvement of current
account deficit by 66% to achieve USS -4.7 billion (-1.2% of GDP) in FY22/23, compared to
USS -16.5 Billion (-3.5% of GDP) in previous year.
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e The Egyptian states continues its efforts to carry out structural reforms to localize

industry and rely on domestic production, targeting increased investments in green

projects, striving to provide one million job opportunities annually, and launching the

state ownership policy document, which opens new horizons for attracting foreign

investments in a way that contributes to achieving sustainable economic growth path,
and improving the standard of living of Egyptian citizens.
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= Net International Reserves (NIR) has reached USS 41.06 billion at end of April 2024, compared to
lowest level of USS 13.4 billion at end of March 2013.

®  Purchasing manager Index reached 47.4 in April 2024, compared to 47.6 in March 2024, and
compared to 37.1 in December 2012.

Fiscal Sector

Over the past five years, the Egyptian government has taken notable reform measures aimed at
enhancing the Egyptian economy, while raising the efficiency of public finance via reprioritizing
public spending and revenues mobilization, while ensuring diversity of sources of financing. In
addition to supporting social welfare programs, and enhancing human development, such as; health
and education, and raising the efficiency of infrastructure.

Total overall fiscal balance as percentage of GDP recorded -3.57% during the period July-May
FY23/24. While, the primary balance has reached around LE 822 billion (5.87% of GDP) (the notable
increase in primary balance reflects the receipts from Ras Elhekma Project worth LE 510 billion). The
state budget successfully maintained its commitments to increasing spending on health, education,
wages, and to fulfil payments on social welfare programs.

Total Revenues increased by LE 941.2 billion (73.7 percent growth) to record around LE
2217.7 billion during the period of study, compared to the same period of last year.
Tax revenues constitute 64.8 percent of total revenues while non-tax revenues
constitute 35.2 percent.
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- Tax Receipts constituted around LE 1437.5 billion of total revenues, increasing by
LE 381.2 billion (36.1 percent growth), mainly driven by:

» The rise in Tax Receipts from Sovereign Authorities by LE 94 billion (46 percent growth) to
record LE 300 billion during the period July-May 2023/2024, compared to LE 206 billion
during the same period of last year.

» The rise in Tax Receipts from Non- Sovereign Authorities by around LE 287 billion (34
percent growth) to record LE 1137.5 billion during the period of study, compared to LE
850.4 billion during the same period of last year.

This was supported by:

» Receipts from Income Taxes rose by around LE 173.6 billion (40.8 percent growth) to reach
around LE 599 billion during the period of study.

v

v

mainly driven by the increase in receipts from tax on domestic salaries by LE 34.6
billion (37.2 percent growth) to reach around LE 127.5 billion during the period of study.

and taxes on industrial & commercial profits payable by Individuals rose by LE 35
billion (57 percent growth) to reach LE 96.2 billion during the period of study.

and taxes on professional income rose by LE 3 billion (42.3 percent growth) to reach LE
10.2 billion during the period of study.

Capital gains tax receipts rose by LE 0.9 billion (42.8 percent growth) to reach LE 3.1
billion during the period of study.

and tax receipts on corporate profits rose by LE 98.7 billion (38.1 percent growth) to
reach LE 357.7 billion during the period of study, of which mainly;
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o Suez Canal tax receipts rose by LE 19.7 billion (26.4 percent growth) to reach LE
94.4 billion during the period of study.

o Tax receipts from Other Companies rose by around LE 61.4 billion (38.8 percent
growth) to reach LE 219.4 billion during the period of study.

» Receipts from Value Added Taxes rose by LE 127.7 billion (27.1 percent growth) to reach LE
599.6 billion during the period of study.

v’ driven by the increase in receipts from value added tax on goods by LE 80.3 billion (34.9
percent growth) to reach LE 310.6 billion during the period of study.

v' and the increase in receipts from value added tax on services by LE 20.4 billion (34.8
percent growth) to reach LE 79 billion during the period of study, of which:

o Hotel and restaurant services VAT receipts rose by LE 3.3 billion (34.4 percent
growth) to reach LE 12.9 billion during the period of study.

o International& local communication services VAT receipts rose by LE 3.4 billion
(26.1 percent growth) to reach LE 16.6 billion during the period of study.

v receipts from excises on domestic commodities rose by LE 4.6 billion (3.9 percent
growth) to reach LE 121.9 billion during the period of study.

v and the increase in receipts from development fees by LE 1 billion (8.8 percent growth)
to reach LE 13.2 billion during the period of study.

v' and the increase in receipts from stamp tax fees by LE 12.3 billion (45.9 percent
growth) to reach LE 39 billion during the period of study.

v and the increase in receipts from taxes on use of goods by LE 7.6 billion (32.4 percent
growth) to reach LE 31 billion during the period of study.

v and the increase in receipts from taxes on specific services by LE 1.5 billion (42.6
percent growth) to reach LE 4.9 billion during the period of study.

> Receipts from property taxes rose by around LE 61.5 billion (57 percent growth) to reach LE
169.4 billion during the period of study, compared to around LE 107.8 billion during the same
period of last year.

v in light of the increase in receipts from Tax on T-bills and bonds' payable interest by LE
56.3 billion (56 percent growth) to reach around LE 150.2 billion during the period of
study.

v’ the increase in property tax receipts on fees on cars by around LE 3.7 billion (51.6
percent growth) to reach around LE 10.9 billion during the period of study.

v the increase in property tax receipts on lands and Buildings by LE 0.5 billion (9.7
percent growth) to reach around LE 5.4 billion during the period of study.

» Moreover, Tax receipts from International Trade rose by LE 13.7 billion (26.7 percent growth)
to reach LE 64.7 billion during the period of study.
= Non-Tax Revenues (35.2 percent of total revenues) rose by LE 560 billion (in light of
the receipts from Ras Elhekma Project worth LE 510 billion) to reach LE 780.2 billion
during the period of study of which;

» Property Income rose by LE 22.4 billion (36.9 percent growth) to reach LE 83.2 billion during the
period of study during the period of study.
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o Economic authorities’ dividends rose by LE 3.4 billion (34.2 percent growth) to
record LE 13.5 billion during the period of study.

o Public sector and public enterprise combined dividends rose by LE 5 billion (61
percent growth) to record LE 13 billion during the period of study.

o Interests collected from re-lending (includes interests of foreign loans re-lent by
the treasury) rose by LE 3 billion to reach around LE 16.2 billion during the period
of study.

» Proceeds from Sales of Goods and Services rose by LE 9.1 billion to reach LE 85.8 billion during
the period of study.

» Miscellaneous Revenues rose by LE 528.4 billion to reach LE 605.6 billion during the period of
study, mainly driven by the increase in current miscellaneous revenues, (supported by the
increase in receipts from Ras El-Hekma transfers to the Egyptian government worth LE 510
billion).

On the Expenditure side, Total expenditures have increased to reach LE 2723 billion during the
period July-May FY23/24, compared to same period last year. The government continues its
efforts to reprioritize spending towards social protection, investment in human capital and better
distribution of services and to develop infrastructure.

Compensation of Employees

» Wages and Compensation for Employees rose by LE 99 billion (26.9 percent growth) to
reach around LE 467 billion during the period of study.

Purchases of goods and services

» Purchases of goods and services rose by LE 26.5 billion (26.3 percent growth) to reach LE
127.3 billion during the period of study mainly in light of increased spending on each of:

o Raw Materials rose by LE 9.9 billion to reach LE 40.9 billion during the period of
study.

o Maintenance spending rose by LE 3.6 billion (34.3 percent growth), to reach LE 14
billion during the period of study.

o Copy expenditures, periodicals and writing rights rose by around LE 2.2 billion to
reach LE 8.9 billion during the period of study.

o Public transportations rose by LE 1.4 billion to reach LE 5.5 billion during the period
of study.

o Various service expenditures rose by LE 3.1 billion to reach LE 17.5 billion during the
period of study.

Subsidies, grants & social benefits

» Subsidies, grants, and social benefits rose by around LE 97 billion (26.2 percent growth) to
record LE 467.3 billion during the period of study.

v" Spending allocated to GASC rose by LE 3.2 billion to record LE 119 billion during the
period of study.

v" Spending on Housing for Low Income groups rose by LE 0.9 billion to record LE 4.8
billion during the period of study.
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v" Spending on direct cash transfers (Takaful& Karama) rose by LE 11.1 billion (52.4
percent growth) to reach LE 32.5 billion during the period of study.

v' Spending on treasury contribution to pensions rose by LE 7.7 billion (6.1 percent
growth) to reach LE 134.8 billion during the period of study.

Purchases of non-financial assets

» Purchases of non-financial assets reached LE 215.7 billion during the period of study.

Social Spending and Human Development

» Total Spending on Health rose by LE 37.8 billion (31.9 percent growth) to reach LE 156.2
billion during the period of study, compared to LE 118.4 billion during the same period of
last year.

» Total Spending on Education rose by LE 37.7 billion (20 percent growth) to reach around LE
226.4 billion during the period of study, compared to LE 188.8 billion during the same period
of last year.

Fiscal Sector Performance during July-May 2023/2024

(LE billion)

July-May
2024/23
Revenues 2,217,744 1,276,528

Taxes 1,437,514 1,056,334
Grants 2,534 2,991
Other Revenues 777,696 217,204
Expenditure 2,723,086 1,901,719
Wages and Compensation of Employees 467,035 367,935
Purchase of Goods and Services 127,294 100,765
Interest Payments 1,321,807 731,172
Subsidies, Grants and Social Benefits 467,275 370,276
Other Expenditures 123,982 109,277
Purchases of Non-financial Assets 215,693 222,294

(investments)

Cash Balance -505,342 -625,191
Net Acquisition of Financial Assets -5,594 -9,930
Overall Budget Balance -499,749 -615,261
Primary Budget Balance 822,058 115,911
Budget Primary Surplus/or Deficit (%of GDP) 5.87% 1.15%
Budget Overall Balance (%of GDP) -3.57% -6.09%
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Total Central Government Budget Sector Debt (Domestic& External)

- Preliminary Actual Data reveals, Total Central Government Budget Sector Debt declined to
95.7% of GDP at end of June 2023 (of which Domestic Budget Sector Debt reached 70.5% of GDP,
and External Budget Sector Debt reached 25.2% of GDP), compared to Total Central Government
Budget Sector Debt that have reached 100.9 percent of GDP in June 2017 (of which Domestic
Budget Sector Debt 84.1% of GDP, and External Budget Sector Debt 16.8% of GDP), while Total
Central Government Budget Sector Debt is estimated to reach 89 percent in June 2024 (revised
estimates).
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Inflation

Annual Urban Inflation recorded 32.5 percent in April 2024, compared to 33.3 percent during last
month. Meanwhile, average annual inflation rate reached 34.7 percent during July- April FY23/24,
compared to 22.04 percent during the same period of last year. Annual Core Inflation recorded 31.8
percent in April 2024, compared to 33.7 percent during last month.

Annual CPI Headline & Core inflation (%) Annual PPI Inflation (%)
(April 2010- April 2024) (January 2008- January 2024)
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Monetary Sector

According to data released by the CBE, M2 (LE 8878 billion) rose at slower pace by 19.9 percent in
December 2023, compared to 20.1 percent last month. This is mainly due to the increase in Quasi Money
by 14.9 percent in December 2023, compared to 14.8 percent last month driven by the slow pace of
increase in foreign currency demand deposits by 22.4 percent in December 2023, compared to 23.9
percent during last month, and foreign currency time and savings deposits rose by 39 percent in December
2023, compared to 37.6 percent during last month. While, local currency Time and Savings deposits
growth rate stabilized at 9.8 percent in December 2023. On the other hand, Money (M1) rose at slower
pace by 36.2 percent in December 2023, compared to 37.7 percent during last month, driven by the slower
pace of increase in demand deposits in local currency by 43.2 percent, compared to 43.9 percent last
month, and currency in circulation outside CBE increased at slower pace by 28.6 percent, compared to 31
percent during last month.

= Net Foreign Assets (NFA) recoded (LE 841 billion) in December 2023, compared to (LE -832) last
month, mainly driven by central bank net foreign assets to reach LE-341 billion in December
2023, compared to LE -345 billion during last month, while Banks’ net foreign assets recorded LE
-500 billion during December 2023, compared to LE -487 billion during last month. Central Bank
Foreign assets reached LE 1058 billion in December 2023. Net international reserve rose to
record USS$ 35.22 billion in December 2023, compared to US$ 35.17 billion during November
2023.

= Net domestic assets (NDA) (LE 9719 billion) rose by 23.1 percent at end of December 2023
compared to 22.4 percent during last month, mainly due to the increase in net claims on
government, and GASC by 37.8 percent to reach LE 6927 billion in December 2023,
compared to 39.8 percent growth during last month, and the of claims on private sector&
household by 22.8 percent during December 2023 to reach LE 2988 billion in December
2023, compared to 21.8 percent annual growth during last month.

e Total Deposits (LE 10163 billion) rose at slower pace by 18.4 percent at the end of December
2023, compared to 19.0 percent last month. Out of total deposits, 77.6 percent belonged to the
non-government sector. Nevertheless, the Loans-to-deposits Ratio has reached 53.7 percent at
end of December 2023.

In the same context, Monetary Policy Committee (MPC) decided on March 6™ 2024 to raise the
Central Bank of Egypt’s (CBE) overnight deposit rate, overnight lending rate, and the rate of the main
operation by 600 basis points at 27.25 percent, 28.25 percent, and 27.75 percent, respectively. The
discount rate was also raised by 600 basis points at 27.75 percent.
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External Sector

The Balance of Payment recorded an overall deficit USS 409.6 million during First Half
of FY23/24, compared to US$ 599.1 billion overall surplus during last year. On the current
account side, current account deficit recorded USS$ 9.6 billion (compared to USS 1.8 billion
same period of last year). On the capital and financial account side, it recorded net inflows of
USS 8.4 billion during the period of study, compared to US$ 2.8 billion during the same period
of last year.

e The following factors contributed to the rise in the current account deficit:

©)

The oil trade balance recorded a deficit of USS 3.1 billion (against a surplus of USS 1.8
billion), primarily due to the decline in oil exports, which exceeded the slight decrease in
oil imports.

Remittances of Egyptians working abroad continued to decline by 21.2 percent, reaching
only USS 9.4 billion (against USS 12.0 billion).

Investment income deficit widened by 7.3 percent, registering USS 9.6 billion (against
USS 8.9 billion), due to the increase in investment income payments by 7.4 percent to
USS 10.3 billion (against USS 9.6 billion), reflecting higher interest payments on external
debt. Meanwhile, investment income receipts rose by USS 68.0 million to USS 765.9
million, mainly due to the higher interest on residents' deposits at banks abroad.

e Therrise in the current account deficit was mitigated by:

o

o

(@]

The improvement in the non-oil trade balance deficit by USS 1.8 billion to only USS 15.6
billion (against USS 17.3 billion). This was largely driven by the decline in non-oil
merchandise import payments which exceeded the slight rise in non-oil merchandise
export proceeds.

The surge in the Suez Canal transit receipts by 20.7 percent to USS 4.8 billion (against
USS 4.0 billion), due to the pickup in both net tonnage by 5.5 percent to 794.6 million
tons and the number of transiting vessels by 4.1 percent.

The increase in tourism revenues by 6.1 percent to USS 7.8 billion (against USS 7.3
billion), due to the increase in the number of both tourist nights by 6.1 percent to 83.2
million nights, and tourist arrivals by 14.7 percent to 7.8 million tourists.

The capital and financial account revealed a net inflow of USS 8.4 billion during the
reporting period (against USS 2.8 billion in the same period a year earlier), due to the
following developments:

o FDI in Egypt registered a net inflow of USS 5.5 billion (compared to US$ 5.7 billion
during last year).

o Portfolio investment in Egypt shifted to a net inflow of US$ 252.8 million (against a
net outflow of USS 3.0 billion).

o The change in banks' foreign assets registered a net outflow of USS$S 1.2 billion
(representing an increase in assets), against a net outflow of US$ 1.8 billion.

o The change in banks' liabilities posted a net outflow of US$ 120.9 million
(representing a decline in liabilities), against a net inflow of US$ 1.6 billion.

o The change in the CBE's liabilities recorded a net inflow of US$ 2.7 billion (against
USS 1.5 billion).
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