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Foreword

The External Position of the Egyptian Economy Report is one of a series
released by the Central Bank of Egypt (CBE) on a quarterly basis to shed light on
the performance of Egypt's external sector during the reporting period. It reviews
the Balance Of Payments (BOP) performance, external debt, external liquidity and
exchange rate developments.

The report at hand, the fourteenth 1in this series, covers Fiscal Year 2005/06.

The Central Bank of Egypt hopes that this report will be of value and of interest to
both specialized and non-specialized readers.

Governor

Central Bank of Egypt
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Overview

The external position of the Egyptian economy during FY 2005/06 compared
with FY 2004/05 can be briefly reviewed as follows:

Egypt's BOP achieved an overall surplus of US$ 3.3 billion during FY
2005/06, (against US$ 4.5 billion a year earlier). The current account showed a
surplus of US$ 1.8 billion (compared with US$ 2.9 billion), resulting from a
services surplus of US$ 8.2 billion, a rise in net unrequited transfers to US$ 5.6
billion and a higher trade deficit amounting to US$ 12.0 billion. The services
surplus was mainly attributed to a rise in travel revenues and Suez Canal receipts,
the two main revenue generators, by 12.5% and 7.6%, respectively. In the
meantime, the capital and financial account achieved a net inflow of US$ 3.5
billion (compared with US$ 3.4 billion during FY 2004/05), mainly because
foreign investments in Egypt (direct and portfolio) recorded net inflows of US$ 8.9
billion (compared with US$ 4.7 billion).

Net international reserves (NIR) increased by US$ 3.6 billion during FY
2005/06, to reach US$ 22.9 billion at end of June 2006, covering 9.0 months of
commodity imports. During the printing process of this report, NIR registered
USS$ 23.9 billion at end of August 2006.

Banks' net foreign assets reached US$ 12.5 billion at end of June 2006,
increasing by US§ 5.0 billion. Foreign currency deposits with banks augmented by
13.5%, to post US$ 23.8 billion at end of June 2006. As a result of the stability of
the foreign exchange market, the ratio of foreign currency deposits to total deposits
rose to 28.2% at end of June 2006, against 28.1% at end of June 2005.

Egypt's external debt (public and private) totaled US$ 29.6 billion at end of
June 2006, increasing by 2.2%, or by about US$ 0.6 billion compared with its level
at end of June 2005. The rise was an outcome of a net disbursement of US$ 0.4
billion on the one hand, and the exchange rate effects (depreciation of the US dollar

vis-a-vis other currencies of borrowing) amounting to US$ 0.2 billion on the other
hand.

The external debt position continued to be solid and well structured, as the
medium and long-term debt accounted for 94.5% of total debt, the public sector is
the major obligor, carrying 95.2% of Egypt's external debt. External debt as a ratio
of GDP decreased to reach 27.6% at end of June 2006, against 31.1% at end of
June 2005.

The weighted average rate of the interbank foreign exchange market stood at
PT 575.8 per US dollar at end of June 2006, compared with PT 578.2 at end of
June 2005. Accordingly, the Egyptian pound exchange rate appreciated by around
0.4%. This appreciation bears witness to the success of the interbank foreign
exchange market that was launched by the end of December 2004. During the
printing process of this report, the interbank rate reached PT 573.9 /US dollar at
end of August 2006.
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Developments in the Balance of Payments*
During FY 2005/06

Introduction

Table (1) reveals the transactions on the balance of payments throughout FY
2005/06, compared with FY 2004/05. The current account balance showed a
surplus of US$ 1.8 billion, equivalent to 1.6% of GDP. Services surplus and
unrequited transfers (net) improved, while the trade deficit widened. The capital
and financial account achieved net inflows of US$ 3.5 billion. The overall balance
(surplus) stood at US$ 3.3 billion (compared to US$ 4.5 billion), leading to an
equivalent rise in the foreign reserve assets with the CBE.

Table (1)
Balance of Payments*
(US$ mn)
Fiscal Year
2004/05 2005/06%*

Current Account 2910.6 1751.9
Current Account (Excluding Transfers) -2517.2 -3795.2
Trade Balance -10359.4 -11985.9
Exports*** 13833.4 18455.1

Oil 5299.0 10222.4

Other Exports 8534.4 8232.7
Imports*** -24192.8 -30441.0

Oil -3975.3 -5359.2

Other Imports -20217.5 -25081.8
Service Balance 7842.2 8190.7
Receipts 15029.6 17437.9
Payments -7187.4 -9247.2
Transfers 5427.8 5547.1
Official (net) 1056.1 571.7
Private (net) 4371.7 4975.4
Capital and Financial Account 3377.7 3511.3
Capital Account 0.0 -37.6
Financial Account 3377.7 3548.9
Direct investment abroad -39.0 -145.3
Direct investment in Egypt (net)+ 3901.8 6111.4
Portfolio investment abroad 540.6 -729.1
Portfolio investment in Egypt (net), of which: 831.1 2764.0

Bonds 259 2690.2
Other investments (net) -1856.8 -4452.1
Net Errors and Omissions -1810.6 -2009.8
Overall Balance 4477.7 3253.4
Change in Reserve Assets, Increase (-) -4477.7 -3253.4

*  Compiled according to the Fifth Edition of the IMF's Balance of Payments Manual, September 1993.

**  Preliminary figures.

*** Including exports and imports of free zones.

+ Including net investment in the petroleum sector amounting to US$ 1.8 billion in FY 2005/06, against US$ 2.5
billion in FY 2004/05.



1 - Current Transactions
1.1: Trade Balance

As shown in Figure (1) the trade balance has demonstrated a rise in both
exports and imports. Import payments totaled US$ 30.4 billion, indicating a rise of
USS$ 6.2 billion or 25.8%. This was driven by a 24.1% increase in non-oil imports,
to reach US$ 25.1 billion (mostly investment and intermediate goods) and a 34.8%
increase in oil imports, to reach US$ 5.3 billion.

Commodity export proceeds totaled about US$ 18.4 billion, up by US$ 4.6
billion, or 33.4%. This pickup was due to a 92.9% rise in oil export proceeds
(mainly exports of liquefied natural gas), to reach US$ 10.2 billion, while non-oil

exports fell down by US$ 301.7 million or 3.5% to stand at US$ 8.2 billion.

As the increase in imports surpassed that of exports, the trade deficit widened
by 15.7%, to reach about US$ 12.0 billion. However, the coverage ratio of export
proceeds to import payments increased to 60.6% in FY 2005/06, against 57.2% in
FY 2004/05.

Figure (1)
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1.2: Services Balance and Transfers

Table (2) reveals that the services balance has shown a surplus of US$ 8.2
billion, increasing by 4.4% over the previous year. This surplus is attributed to a
rise in service receipts by 16.0%, to reach US$ 17.4 billion, accompanied by a rise
in service payments by 28.7%, to record US$ 9.2 billion.



Table (2)
Services Balance
(US$ mn)
Fiscal Year
200405 2005/06  _hange )
Services Balance 7842.2 8190.7 348.5
Receipts 15029.6 17437.9 2408.3
Transportation 4259.6 4947.1 687.5
Travel 6429.8 7234.6 804.8
Investment Income 910.6 2001.8 1091.2
Government Receipts 157.2 358.2 201.0
Other Receipts 3272.4 2896.2 (376.2)
Payments 7187.4 9247.2 2059.8
Transportation 902.4 1214.9 312.5
Travel 1438.3 1619.6 181.3
Investment Income 1164.4 1471.1 306.7
Government Payments 656.6 1319.9 663.3
Other Payments 3025.7 3621.7 596.0

As shown in Table (2) and Figure (2), the rise in services receipts doubled,
being contributed by all items, except the other receipts. Transportation increased
by 16.1%, as a result of a 7.6% pickup in Suez Canal earnings, which amounted to
USS$ 3.6 billion (as an outcome of the increase in ships' number & net tonnage, and
the 3.0% increase in Suez canal tolls effective as from March 15, 2006), and in the
receipts of the Egyptian airline and navigation companies. Travel receipts” (tourism
revenues) rose as well, by 12.5%, to reach US$ 7.2 billion. Investment income
doubled to US$ 2.0 billion, due to higher world interest rates on deposits abroad
and to the increase in banks’ foreign assets. Government receipts also doubled to
USS 0.4 billion, due to higher expenditures of foreign embassies and international
organizations in Egypt . On the other hand, other receipts fell by 11.5% due to a
drop in invisible receipts of the petroleum sector, communications, and insurance
services.

The rise in services payments was contributed by all items. Transportation
surged by 34.6%, due to higher payments for SUMED pipeline services and
transfers by Egyptian & foreign navigation and foreign airline companies, transfers
for renting aircrafts from abroad, and repairing aircraft at ports abroad. Investment
income payments rose by 26.3%, as a result of a rise in profit transfers of foreign
petroleum companies working in Egypt and in interest and dividends payments.
Government payments doubled, due to larger expenses of Egyptian embassies
abroad, and the increase of salaries and expenditures of government employees
abroad. Likewise, travel payments went up by 12.6%, owing to higher payments by
tourism companies and hotels, as well as higher expenses of tourism and medical
treatment abroad. Also, other payments rose by 19.7%, mainly due to higher
transfers by Egyptian and foreign petroleum companies and higher payments for
securities commissions and insurance services.

* Calculated on the basis of the number of tourist nights (85.1 million) multiplied by a tourist average spending per
night (US$ 85.0) in FY 2005/06 (against 85.7 million nights multiplied by US$ 75.0 in the FY 2004/05).



Figure (2)
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Table (3) below shows that net unrequited transfers surged by 2.2%, recording
USS$ 5.6 billion in FY 2005/06. Private transfers scaled up by 13.8%, to reach US$
5.0 billion, as a result of the increase in workers' remittances by 16.3%. Meanwhile,
official transfers decreased by 45.9%, due to a drop in both cash & commodity
grants.

Table (3)
Unrequited Transfers
(US$ mn)
Fiscal Year
200405 200506 anee ©)
Total 5427.8 5547.1 119.3
1. Official Transfers (net) 1056.1 571.7 -484.4
— Inward cash grants 436.2 190.2 -246.0
— Other inward grants 653.4 409.6 -243.8
— Outward grants -33.5 -28.1 5.4
2. Private Transfers (net) 4371.7 49754 603.7
— Workers' remittances 4329.5 5034.2 704.7
— Other transfers 61.3 48.1 -13.2

— Foreigners’ transfers abroad -19.1 -106.9 -87.8




The BOP current account indicates a rise of US$ 7.1 billion or 20.8% in
current receipts, to reach US$ 41.4 billion. This rise is due to a pickup in all of
their components, except official transfers. Export proceeds rose by 33.4%, service
receipts by 16.0%, private transfers by 13.8%, whereas official transfers fell by
45.9%. On the other hand, current payments scaled up by 26.5%, to post US$ 39.7
billion, due to a rise of 25.8% in import payments and of 28.7% in service
payments. (See Table [4] below)

Table (4)
Summary of Current Receipts and Payments
(US$ mn)
Fiscal Year Change ()
2004/05 % 2005/06 %

Current Receipts 34290.8 100.0 41440.1 100.0 7149.3
Export Proceeds (FOB) 13833.4 40.3 18455.1 44.5 4621.7
Service Receipts 15029.6 43.8 17437.9 42.1 2408.3
Private Transfers (net) 4371.7 12.8 4975.4 12.0 603.7
Official Transfers (net) 1056.1 3.1 571.7 1.4 (484.4)
Current Payments 31380.2 100.0 39688.2 100.0 8308.0
Import Payments (CIF) 24192.8 77.1 30441.0 76.7 6248.2
Service Payments 7187.4 22.9 9247.2 233 2059.8

Such developments affected the external balancing indicators, as shown in
Table (5) below.

Table (5)
Current Receipts/Current Payments Coverage Ratio
(%)
Fiscal Year
2004/05 2005/06
Commodity Exports/Commodity Imports 57.2 60.6
Invisible Receipts/Invisible Payments 209.1 188.6
Current Receipts (excluding official transfers)/ Current Payments 105.9 103.0

Current Receipts/Current Payments 109.3 104.4




2 - Capital and Financial Account

As shown in Fig. (3) and Table (6) below, the capital and financial account
has achieved a net inflow of US$ 3.5 billion during FY 2005/06, (compared with
USS$ 3.4 billion a year earlier).

Figure (3)
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Table (6)
Capital and Financial Account
(US$ mn)
Fiscal Year
2004/05 2005/06*
Capital and Financial Account 3377.7 3511.3
Capital Account 0.0 -37.6
Financial Account 3377.7 3548.9
Direct Investment Abroad -39.0 -145.3
Direct Investment in Egypt (net) 3901.8 6111.4
Portfolio Investment Abroad (net) 540.6 -729.1
Portfolio Investment in Egypt (net), of which 831.1 2764.0
Bonds 25.9 2690.2
Other Investments (net) -1856.8 -4452.1
— Disbursements 3124.3 3875.5
e Medium- & long- term loans 727.9 795.6
International & regional organizations 617.2 606.8
Bilateral loans 110.7 188.8
e Medium- and long-term suppliers’ & buyers’ credit 86.2 625.4
e Short-term suppliers’ & buyers’ credit (net) 2310.2 2454.5
— Repayments -2123.7 -2449.7
e Medium- & long-term loans -1511.7 -1723.1
International & regional organizations -654.5 -849.5
Bilateral loans -857.2 -873.6
e Medium- and long-term suppliers’ & buyers’ credit -612.0 -726.6
— Other Assets -3180.0 -5102.8
CBE 23.0 33
Banks -2171.6 -4197.7
Others -1031.4 -908.4
— Other Liabilities 322.6 -775.1
CBE 0.0 2.2
Banks 322.6 -777.3

*  Preliminary.



The capital and financial account net inflows during FY 2005/06 were
influenced by the following factors:

Foreign investments in Egypt (direct and portfolio) realized total inflows of
USS$ 24.4 billion and total outflows of US$ 15.5 billion, (compared with US$
8.2 billion and US$ 3.5 billion, respectively during the previous year). Such
transactions led to net inflows totalling US$ 8.9 billion (compared with US$
4.7 billion during FY 2004/05).

e Foreign direct investments (FDI) in Egypt realized a net inflow of US$
6.1 billion, or 5.7% of GDP, of which, net investments in the petroleum
sector accounted for US$ 1.8 billion and receipts from selling some
local companies to foreign investors posted US$ 0.9 billion (compared
with a net FDI inflow of US$ 3.9 billion, or 4.4% of GDP, including
US$ 2.5 billion as net investments in the petroleum sector and US$ 0.4

billion as receipts from selling some local entities to foreigners in the
FY 2004/05).

e Portfolio investment in Egypt unfolded net inflows of US$ 2764.0
million in FY 2005/06 (compared with US$ 831.1 million a year
earlier). Foreigners' trading on the Egyptian stock market revealed net
sales of US$ 73.8 million (compared with US$ 805.2 million). Total
purchases amounted to US$ 12601.4 million (against US$ 4033.3
million), while total sales reached US$ 12527.6 million (against US$
3228.1 million).

e Portfolio investment in Egypt also included net purchases of dollar
denominated sovereign bonds by resident financial institutions (banks
and insurance companies) in the amount of US$ 1.7 million, (compared
with net sales of US$ 25.9 million). The year under review also
witnessed foreigners' subscriptions for other Egyptian bonds and notes
in the amount of US$ 2691.9 million.

Medium & long-term loans and suppliers' credit, during FY 2005/06
revealed net repayments of US$ 1.0 billion (against US$ 1.3 billion). Total
repayments surged to US§$ 2.4 billion from US$ 2.1 billion, and total
drawings to US$ 1.4 billion from US$ 0.8 billion.

Foreign assets of the banking system rose by US$ 4.2 billion in FY 2005/06,
(compared with US$ 2.1 billion in FY 2004/05).

The outflow of other assets totaled US$ 0.9 billion (against US$ 1.0 billion)
due to higher net purchases of banknotes.

Foreign liabilities of the banking system fell by US$ 775.1 million
(compared with an increase of US$ 322.6 million during the previous year).



3 - Overall Balance

The overall surplus amounted to US$ 3.3 billion during FY 2005/06,
representing 3.0 % of GDP (against US$ 4.5 billion, and 5.0% of GDP in the
corresponding FY).

Table (7)
Balance of Payments: Summary
(US$ mn)
Fiscal Year
2004/05 2005/06*
Current Account Balance 2910.6 1751.9
Capital & Financial Account 3377.7 3511.3
Capital Account 0.0 -37.6
Financial Account 3377.7 3548.9
Foreign Direct Investment (inflow-outflow) 3862.8 5966.1
Portfolio Investment (inflow-outflow) 1371.7 2034.9
Net Borrowing 1000.6 1425.8
CBE Non-reserve Foreign Assets™* 23.0 33
CBE Short-term Liabilities 0.0 2.2
Net Foreign Assets of Banks** -1849.0 -4975.0
Other Assets -1031.4 -908.4
Net Errors & Omissions -1810.6 -2009.8
Overall Balance 44717.7 32534
Change in CBE's Reserve Assets** -4477.7 -3253.4

*  Preliminary.
** Increase = Minus.
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1- Net International Reserves (NIR)

During FY 2005/06, NIR increased by US$ 3.6 billion, against US$ 4.5
billion, to reach US$ 22.9 billion at end of June 2006. However, the NIR coverage
ratio for commodity imports reached 9.0 months at end of June 2006. While this
report was under preparation, the NIR reached US$ 23.9 billion at end of August
2006. For optimal management of the international reserves, the CBE has adopted a
new investment policy that relies on new investing instruments instead of the
conventional methods (deposits). In the context of this policy, foreign exchange
reserve investments were distributed among other currencies (in addition to the US
dollar) according to Egypt's external debt currency structure, and currency weights
of Egypt's trade partners. Moreover, the CBE has sought the assistance of an
international investment advisor in managing its foreign exchange reserves and in
updating the electronic system for managing the country's reserves.

Table (8)
(US$ mn)
End of June June June June
2003 2004 2005 2006
Net International Reserves (1-2) 14809 14781 19302 22931
1- Gross Official Reserves 14845 14800 19322 22952
Gold 631 717 779 1119
Foreign Exchange 13837 13734 18210 21515
SDRs 51 73 93 112
Others 326 276 240 206
2- Reserve Liabilities 36 19 20 21
Reserves/Months Imports 12.0 9.7 9.6 9.0
Figure (4)
NIR and months imports covered (Month)
USS$ bn ( Balance at end of June)
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2- Net Foreign Assets of Banks (NFA)

Banks’ net foreign assets increased by US$ 5.0 billion during FY 2005/06, to
reach US$ 12.5 billion at end of June 2006. (See Figure [5])

Figure (5)
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During FY 2005/06, foreign currency deposits with banks augmented by
13.5%, against 5.1% a year earlier, to reach US$ 23.8 billion at end of June 2006.
On the other hand, local currency deposits increased by 12.8%, against 21.3%.
Accordingly, the ratio of foreign currency deposits to total deposits rose from
28.1% at end of June 2005 to 28.2% at end of June 2006. (See Figure [6])

Figure (6)
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1 - Egypt’s External Debt

Egypt’s external debt (public and private) in US dollar reached US$ 29.6
billion at end of June 2006. It increased by 2.2%, or by about US$ 0.6 billion
compared with the stock at end of June 2005. This was an outcome of a net
disbursement of US$ 0.4 billion on the one hand, and the exchange rate effects of
US$ 0.2 billion (depreciation of the US dollar vis-a-vis other currencies’ of
borrowing) on the other.

Table (9)
External Debt
(US$ mn)
June 2005 June 2006 Change
End of
Value % Value % )
External Debt 28948.8 100.0  29592.6 100.0 643.8
Rescheduled bilateral debt* 15734.1 54.4 15229.0 51.5 (505.1)
ODA ** 7836.4 27.1 7610.6 25.7 (225.8)
Non-ODA 7897.7 27.3 7618.4 25.8 (279.3)
Other bilateral debt 4291.3 14.8 4295.5 14.5 4.2
Paris Club countries 3529.9 12.2 3590.4 12.1 60.5
Other countries 761.4 2.6 705.1 2.4 (56.3)
International & regional organizations  5058.2 17.5 5205.0 17.6 146.8
Suppliers' & buyers' credit 781.6 2.7 979.5 33 197.9
Egyptian bonds and notes 613.6 2.1 1861.9 6.3 1248.3
Long-term Deposits 500.0 1.7 300.0 1.0 (200.0)
Short-term debt*** 1854.8 6.4 1633.0 5.5 (221.8)
Deposits 819.3 2.8 633.1 2.1 (186.2)
Other facilities 1035.5 3.6 999.9 3.4 (35.6)
Private sector (non-guaranteed) 115.2 0.4 88.7 0.3 (26.5)

*  According to the agreement signed with Paris Club countries on 25/5/1991
** Official Development Assistance

*%* It is not possible to calculate the effect of the exchange rate on the change of the short term total debt because
commercial banks provide the stocks evaluated in US$ (and not in the original currencies of denomination).

A breakdown of Egypt’s external debt by creditor indicates that bilateral
loans owed to Paris Club members (rescheduled and non-rescheduled) accounted
for 63.6% of the total, reaching US$ 18.8 billion at end of June 2006. Debt owed to
non Paris Club members amounted to US$ 705.1 million, or 2.4%. The outstanding
debt of suppliers’ and buyers’ credit amounted to US$ 979.5 million, or 3.3% of the
total. Egypt’s debt to international and regional organizations reached US$ 5.2
billion at end of June 2006, accounting for 17.6% of the total.

+ Main currencies of our external debt are US$, Euro, Japanese Yen, Kuwaiti Dinar and SDR’s.
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The stock of government notes increased by USS$ 1.2 billion, to reach US$
1.9 billion or 6.3% at end of June 2006 (of which US$ 1250.0 million are
guaranteed notes and US$ 611.9 million are sovereign bonds), against US$ 613.6
million at end of June 2005. Long—term deposits accounted for 1.0% of the total,
reaching US$300.0 million at end of June 2006. Short-term debt decreased by US$
221.8 million, to reach US$ 1.6 billion or 5.5% of the total. The non-guaranteed
debt of the private sector decreased by US$ 26.5 million, to reach US$ 88.7
million or 0.3% of the total end of June 2006.

Figure (7)
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Data on external debt reveal an ongoing improvement in the external debt
structure, as medium- and long-term debt accounted for 94.5% of total debt, and
short-term debt accounted for 5.5%. The public sector owed 95.2% of Egypt’s
external debt, and the private sector owed 4.8%. (see Figure [8])

Figure (8)

External Debt By Debtor Sector External Debt By Maturity
End of June 2006 End of June 2006
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The stock of medium- and long-term debt increased by US$ 0.9 billion, to
reach US$ 28.0 billion at end of June 2006, compared with US$ 27.1 billion at end
of June 2005. The net disbursement made during fiscal year 2005/06 was an

outcome of disbursements of US$ 3.1 billion and principal repayments of only US$
2.7 billion.

2 - External Debt by Creditor

Distribution of external debt by creditor indicates that 53.6% of Egypt's
external debt is owed to four countries, namely France (15.7%), USA (14.6%),
Japan (12.1%), and Germany (11.2%), while 3.7% is owed to the Arab countries
(the main countries are Kuwait, Saudi Arabia and United Arab Emirates). (See
table [10]).

Table (10)
External Debt by Creditor
(US$ mn)
End of Vai{:;ne 2005% Vgll]l;;e 2006% Ch(zi;lge
Total External Debt 28948.8 100.0 29592.6 100.0 643.8
USA 4581.4 15.8 4318.6 14.6  (262.8)
France 4763.3 16.5 4635.3 15.7  (128.0)
Japan 4064.3 14.0 3587.9 12.1  (476.4)
Germany 3355.5 11.6 33235 11.2 (32.0)
Spain 824.0 2.8 831.8 2.8 7.8
Italy 802.7 2.8 761.0 2.6 (41.7)
United Kingdom 574.7 2.0 1417.6 4.8 842.9
Austria 551.0 1.9 538.5 1.8 (12.5)
Kuwait 469.4 1.6 535.5 1.8 66.1
Saudi Arabia 2493 0.9 187.0 0.7 (62.3)
United Arab Emirates 149.6 0.5 96.0 0.3 (53.6)
Bahrain 146.8 0.5 8.6 0.0 (138.2)
Other countries 2745.0 9.5 2284.4 7.7  (460.6)

International & regional organizations 5058.2 17.5 5205.0 17.6 146.8
Egyptian bonds and notes 613.6 2.1 1861.9 6.3 1248.3
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3 - External Debt by Debtor

According to table (11), the external debt data display an increase of US$ 0.6
billion in main institutional sectors at end of June 2006. The balance of central and
local government increased by US$ 633.5 million, of other sectors by US$ 219.9
million and of banks by US$ 109.1 million. In contrast, there was a decrease in the
balance of monetary authority (Central Bank) by US$ 318.7 million.

However, the structure of Egypt’s external debt by debtor has not seen any
significant change during the period under review. The central and local
government, as shown in the table, has continued to be the main debtor, with US$
18.9 billion or 63.8% of the total representing claims on the government.

Table (11)
External Debt by Debtor
(US$ mn)
End of June 2005 June 2006 Change
Value % Value % )
External Debt 28948.8 100.0 29592.6 100.0 643.8
Central & Local Government 18231.0 63.0 18864.5 63.8 633.5
Monetary Authority 983.0 34 664.3 2.2 (318.7)
Banks 2010.5 6.9 2119.6 7.1 109.1
Other Sectors 7724.3 26.7 7944.2 26.9 219.9

4 - External Debt Indicators

External debt service payments increased by US$ 338.9 million during fiscal
year 2005/06, to reach US$ 3.0 billion. This was a result of the US$ 326.0 million
increase in principal repayments, to reach US$ 2.4 billion, and of the US$ 12.9
million increase in interest payments, to stand at US$ 591.0 million.

The debt service ratio to export proceeds of goods and services declined to
8.5% during fiscal year 2005/06, from 9.4% in the previous period. In the same
manner, the ratio of debt service to current receipts (including transfers) went down
to 7.3%, compared with 7.9%. This was mainly due to an increase in exports of
goods and services and transfers by 20.8%. (See Table [12]).
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In the meantime, the ratio of short-term debt to total debt decreased from 6.4%
to 5.5%, and its ratio to NIR decreased from 9.6% to 7.1%. This was mainly due to
an increase in NIR by 19.3%. As a percentage of GDP, the external debt declined
to 27.6% at end of June 2006, against 31.1% in the previous fiscal year. This

improvement was an outcome of the increase in GDP by 14.7%, and in the external
debt by 2.2%.

Table (12)
External Debt Indicators (%)
Fiscal year
2003/04 2004/05 2005/06
Debt Service / Exports (G&S) 10.8 9.4 8.5
Debt Service / Current Receipts 9.2 7.9 7.3
Short-term Debt / External Debt (end of period) 6.6 6.4 5.5
Short-term Debt / NIR (end of period) 13.3 9.6 7.1
External Debt / GDP (end of period) 38.1 31.1 27.6

For more indicators see table no. (4) in the appendices (A. Main Statistic).
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Exchange Rate Developments
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Exchange Rate Developments

Since January 29, 2003, the Egyptian pound exchange rate has been
liberalized. According to CBE Central Chamber for FX Statistics, the weighted
average of the US dollar exchange rate in the interbank foreign exchange market
reached PT 575.7900 at end of June 2006, against PT 578.2400 at end of June
2005. As such, the EGP exchange rate appreciated by about 0.4% during the year
under review.

Table (12)
USD/EGP
End of June Weighted Average Rate
(In Piasters)
Buy Sell Average

2004 619.9360 621.7842 620.8601*
2005 578.2400%*
2006 575.7900%*
EGP appreciation (%) 0.4%

*  Weighted average at all market participants including CBE.
** Weighted average of the interbank foreign exchange market.

Figure (9)

US$ / EGP Weighted Average Rate (in Piasters) - End of June
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