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Preface

The External Position of the Egyptian Economy Report is a series
produced by the Economic Research Sector in the Central Bank of
Egypt (CBE). The report tracks, on a quarterly basis, the international
transactions that the Egyptian economy conducts with the rest of the
world. It relies, for this purpose, on the national statistics that are
regularly compiled in line with the SDDS prescriptions.

Enthused by the CBE keenness to enhance its disclosure,
transparency and communication policy, the report is meant to serve
several functions. Generally, it spreads, to a broad array of readers,
knowledge of Egypt’s external accounts including the balance of
payments, external debt, international investment position and external
liquidity. Particularly, it monitors key external sector performance
indicators of the economy in order to identify areas of policy needs.
The information revealed in this series has also significant implications
for decision-making, investment climate, doing-business environment
and sovereign credit ratings.

The report contains 6 sections. The first three give a performance
portrait of the key components of Egypt's Balance of Payments (BOP),
International Investment Position (IIP) and its external liquidity. The
fourth and fifth review developments related to Egypt’s external debt in
its different classifications, in addition to the Egyptian pound exchange
rate performance. The sixth section is a statistical part that provides
more details on the above-mentioned five sections. This is in addition
to a glossary.

The report is downloadable from the CBE website
www.cbe.org.eg. Hard copies can be obtained from the Economic
Research Sector, 8th floor, 54 El Gomhoreya Street, Cairo.
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Section 1

Balance of Payments (BOP)
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BOP Performance

E gypt's transactions with the
external world unfolded an overall
BOP surplus of US$ 11.0 billion
during July/March 2016/2017
(against an overall deficit of US$ 3.6
billion in the same period a year
earlier).

The capital and financial account
unfolded a net inflow of US$ 24.6
billion (against US$ 14.6 billion).

The current account deficit
registered US$ 13.2 billion (against
USS$ 15.0 billion).

Chart (1) shows the developments in
Egypt’s BOP main components, on
quarterly basis.

Chart (1) : Egypt's BOP Main
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1- Current Account

The current account deficit was
mainly traceable to the following
developments: the trade deficit
narrowed to US$ 27.0 billion
(versus US$ 29.8 billion), the
services surplus declined by 18.7%
to register US$ 4.5 billion, and the
income balance achieved a net
outflow of US$ 3.2 billion (against
USS$ 3.1 billion). Meanwhile, un-
requited current transfers (net)
increased to US$ 12.6 billion (from
USS 12.4 billion).

1.1: Trade on Goods
Trade volume increased by 4.2
percent, to reach US$ 59.0 billion
(249 percent of GDP) during
July/March 2016/17.

The trade deficit decreased by US$
2.8 billion, to US$ 27.0 billion (11.4
percent of GDP) from US$ 29.8
billion (8.6 percent of GDP), due to
the following developments:

Merchandise exports increased by
19.3 percent to US$ 16.0 billion, due
to the increase in both non-oil exports
by 23.3 percent, to reach US$ 11.3
billion (70.9 percent of total exports)
and in oil exports by 10.6 percent to
reach US$ 4.7 billion (29.1 percent of
total exports). As a result, the
exports/imports ratio mounted to 37.2
percent, from 31.0 percent.

Merchandise imports Slightly de-
creased by 0.5 percent to US$ 43.0
billion, reflecting the decrease in
non-oil imports by 3.7 percent to
US$ 34.8 billion (81.0 percent of
total imports), and the increase in oil
imports by 15.9 percent to US$ 8.2
billion (19.0 percent of total imports).

The following charts illustrate the
distribution of commodity exports by
degree of processing and imports by
degree of use during July/March
2016/17.
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Chart (3): Proceeds of Merchandise Exports
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Chart (4): Payments for Merchandise Imports
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Hereunder is the geographical distri-
bution of merchandise exports and
imports:

Chart (5) : Exports by Geographical Distribution
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- Egypt's main trade partners, in
terms of exports, were UAE, Italy,
USA, UK, Saudi Arabia,
Switzerland, Turkey and India.
These countries, combined, ac-
counted for some 53.2 percent of
total exports.

Chart (6) : Imports by Geographical Distribution
July / March 2016/2017
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- As for imports, Egypt's trade
partners were China, USA, UAE,
Germany, Saudi Arabia, Russia,
Turkey, Italy, Switzerland, UK,
Qatar and France. These countries
combined, accounted for some
51.9 percent of total imports.

1.2: Services Balance

The services surplus fell to about
US$ 4.5 billion (against about US$
5.5 billion) as services receipts
declined and services payments rose,
as follows:

Chart (7) : Services Balance
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1.2.1: Services receipts fell by 8.0
percent, to some US$ 11.5 billion
(against about US$ 12.5 billion),
driven by the decrease in most of
their items as follows:

e Tourism revenues by 12.8 percent
to about US$ 2.8 billion (from
some US$ 3.3 billion), as a result
of the 25.9 percent fall in tourist
nights, which scored 33.4 million
nights (versus 45.1 million). (see
Box 4)
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e Transportation receipts by 7.9
percent to about US$ 6.7 billion
(against some US$ 7.3 billion),
due to the fall in the receipts of
airlines and navigation com-
panies, and Suez Canal dues to
about US$ 3.7 billion (against
some US$ 3.9 billion), which
decreased, in turn, as a result of
the fall in net tonnage by 1.7
percent, and the 1.6 percent fall
of SDR against the US dollar.

o Government services receipts by
31.4 percent to US$ 191.3 million
(against US$ 278.7 million).

On the other hand, other services
receipts rose by 4.6 percent to about
US$ 1.8 billion (against about
US$ 1.7 billion), due to the rise in
the fees of entertainment, cultural
& recreational services, advertise-
ment & market research services,
computer services, and subscription
to magazines & newspapers.

Chart (8): Service Balances
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1.2.2: Services payments rose by
0.5 percent, to about US$ 7.03
billion (against about US$ 6.99
billion). This was attributed to the
following developments:

o Other services payments rose by
22.6 percent, to about US$ 3.2
billion (against about US$ 2.6
billion), driven by higher
payments of computer services,

3

subscription to magazines &
newspapers, and legal fees &
consulting fees.

e Government services payments
rose by 55.6 percent to US$
700.1 million (against US$ 449.9
million).

On the other hand,

o Travel payments fell by 24.8
percent to some US$ 2.2 billion
(against about US$ 2.9 billion),
due to the decline of e-card
payments by 17.7 percent to US$
1.4 billion (against US$ 1.7
billion), as well as the decrease
in pilgrimage (Hajj & Umrah)
expenses, and expenditure of
training & educational missions
abroad.

e transportation payments fell by
8.3 percent, to US$ 931.5
million (against about US$ 1.0
billion), due to the decline in the
amounts transferred for repairs
of aircrafts at foreign airports,
and the amounts transferred by
foreign navigation companies.

1.3: Income Balance

The income balance deficit rose by
3.6 percent, to about US$ 3.2 billion
(against about US$ 3.1 billion). This
was a result of the following
developments:

e [nvestment income payments 10se
by 4.2 percent to some US$ 3.5
billion (against about US$ 3.4
billion.

o Investment income receipts rose
by 11.7 percent to US$ 305.3
million (from US$ 273.2 million).
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1.4: Unrequited current transfers (Net)

As shown in chart (10), unrequited
transfers (net) rose by 1.6 percent,
to about US$ 12.6 billion, (from
some US$ 12.4 billion). This was
mainly due to the increase in net
private transfers to about US$ 12.5
billion (against some US$ 12.3
billion), and net official transfers to
US$ 82.5 million (from US$ 60.7
million).

Chart (10) : Remittances of Egyptians working
US$bn abroad
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2- Capital and Financial Account

Against this background, some of the
external balance indicators changed
as shown in chart (11).

Chart (11): External Balance Indicators
July-March
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The capital and financial account
recorded a net inflow of about US$
24.6 billion (against some US$ 14.6
billion in the period of comparison)
as an outcome of:

A- Total FDI inflows rose by 12.1
percent to about US$ 10.8 billion
(against US$ 9.6 billion), while total
outflows registered about US$ 4.2
billion (versus some US$ 3.7
billion). Accordingly, the net in-
flows of FDI in Egypt mounted to
about US$ 6.6 billion (from US$ 5.9
billion). To elaborate, net inflows for
the oil sector investments rose by
about US$ 1.8 billion to about US$
3.3 billion (from some US$ 1.5
billion). The sectorial breakdown of
total FDI inflows as depicted in chart
(12) shows that the oil sector has the
biggest share of 61.4 percent. As
regards the other sectors, the
majority of FDI went to the
undistributed sectors with 26.2
percent. The 6.5 percent of the
services sectors were distributed as
follows: the financial sector (1.8
percent), the real estate sector (0.9
percent), and other services sectors
(3.8 percent). The share of the
manufacturing sector was 5.0
percent, and the construction sector
0.7 percent. The remaining 0.2
percent went to the agricultural
sector.
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Chart (12) : Total FDI in Egypt by Economic Sectors
July-March 2016/2017

Manufacturing
sector
5.0%

R

Construction sector
0.7%

Agricul

\\ 3.8%
tural sectl
0.2%

Real estate sector
0.9%

Services sector

0,
6.5% Other services

B-Portfolio investment in Egypt
achieved a net inflow of about US$
7.8 billion (against a net outflow of
some US$ 1.5 billion). This was
ascribable to the rise of foreigners'
investments in Egyptian treasury
bills, recording net purchases of
about US$ 4.3 billion (versus net
sales of some US$ 19.1 million). In
addition, the Egyptian government
has issued bonds abroad by about
USS$ 3.9 billion in Jan/March 2017.
In addition, foreigners' investments
on the EGX rose, recording net
purchases of US$ 308.9 million
(versus net sales of US$ 58.6
million).

This came despite the Egyptian
authorities' repayment of bonds that
had fallen due in the reporting
period, in the amount of about US$
1.0 billion (outflows).

C-Medium-and long-term loans
and facilities achieved net disburse-
ments of about US$ 5.1 billion
(against US$ 504.1 million).

D-Short-term suppliers' credit rea-
lized net drawings of about US$ 2.1
billion (against about US$ 4.8
billion).

E-The net change in the liabilities
of the CBE to the external world
increased, thereby registering a net
inflow of about US$ 7.7 billion
(against some US$ 4.4 billion).

F-The net change in banks'
liabilities declined, recording as
such a net inflow of about US$ 1.0
billion (versus about US$ 4.8
billion).
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