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Introduction
The Arab Republic of Egypt is one of the largest countries in 
Africa. It has an area of roughly one million square kilometers, 
making it the 12th largest country in Africa by area. 
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INTRODUCTION 
The Arab Republic of Egypt is one of the largest countries in 
Africa. It has an area of roughly one million square kilometers, 
making it the 12th largest country in Africa by area. With a 
population of about 104 million inhabitants, the country is the 
3rd most populous nation in the continent. Arabic is the official 
and most widely spoken language. 

The services industry accounts for about 52 percent of Gross 
Domestic Product (GDP), ahead of Industry (31 percent) and 
Agriculture (12 percent). The services industry is also the leading 
source of employment accounting for 53 percent, largely ahead 
of industry (26 percent) and agriculture (20 percent). While Egypt 
has been a leading driver of growth across the region over the 
last three years, accounting for 20 percent of combined GDP 
growth, it remains a marginal player in the Intra-African trade 
space. However, its commitment to the AfCFTA augurs well for 
regional integration and cross border trade.   

POLITICAL ENVIRONMENT 
The politics of Egypt take place within the framework of semi-
presidential system of government. A new system emerged in 
2013 after the Arab Spring with the president elected for every 
six years.

ECONOMIC OVERVIEW 
GDP 
The Egyptian economy which has been one of the most resilient 
over the last few years, with its GDP expanding by 3.6 percent 
at the height of the pandemic downturn in 2020 is projected to 
remain on a strong growth trajectory. After expanding by 3.3 
percent post pandemic in 2021, the country’s GDP is forecast to 
accelerate further at 6.6 percent in 2022. 

The growth resilience showed by the country is a combination 
of several factors: the recovery of global demand and trade, 
improving investment and consumption spending, strong foreign 
direct investment and remittances inflows, and resumption of 
tourist inflows following the lifting of containment measures, 
and the effectiveness of counter-cyclical support both at 
national and global level. Large fiscal and monetary stimuluses 
extended by advanced economies had positive spillover effects 
at the global level with the release of pent-up demand in these 
countries lifting global demand to drive growth and accelerate the 
process of economic recovery. In particular, the support provided 
by multilateral development finance institutions such as the 
International Monetary Fund and the African Export-Import Bank 
has been particularly timely with benefits in terms of economic 
growth and macroeconomic stability. 

The country’s output is forecast to moderate at about 4.4 
percent in 2023, reflecting the increasingly challenging global 
environment of synchronized growth decelerations in the context 
of persistent supply chain bottlenecks, heightening inflationary 
pressures, heightening geopolitical tensions, which are sustaining 
both trade and tech wars. As major central banks resort to 
aggressive interest rate hikes in response to persistently high 
inflation, the risk of stagflation has increased. At the same time, 
challenges in the near term outlook are further magnified by the 
risk of hard landing in China. 

Inflation 
Over the last few months, the country’s inflation outlook 
has been shaped by the global environment of heightening 
inflationary pressures, partly driven by supply chain bottlenecks 
and food price overshoots after the outbreak of the Ukraine 
crisis. Egypt relies on both Russia and Ukraine for over 70 percent 
of total wheat imports and was particularly affected by surging 
food prices at the global level. 

Against this background, the rate of inflation is forecast to 
increase at 8.5 percent in 2022, from 4.5 percent in 2021, 
and further increase at about 12 percent in 2023. However, 
inflationary pressure is projected to ease in the medium term as 
commodity prices recede and interest rate hikes begin to take 
effect, slowing domestic demand.

In addition to commitment from the Central Bank of Egypt (CBE) 
to use its monetary policy stance to achieve price stability, 
complementary measures taken by the government on the fiscal 
side are both consistent and supportive.

Exchange Rate 
Since the establishment of the CBE in 1961, several exchange rate 
regimes have been in effect, including adjustable peg, crawling 
peg, and managed floating. In 2016, the CBE adopted the floating 
system to allow the forces of supply and demand to determine 
the equilibrium value of the local currency against foreign 
currencies. After the period of relative stability that followed 
the transition to a floating exchange rate regime, the country’s 
currency, the Egyptian pound (LE) came under pressure, fueled by 
rising external debt, widening fiscal and current account deficits, 
and capital outflows. The CBE announced the implementation of a 
fully flexible exchange rate regime on October 27, 2022, following 
which the currency depreciated by about 15 percent against the 
US dollar, trading at E£24.1:US$1.

Fiscal Balance  
Government expenditure has remained elevated during the last 
few years, largely on account of bold policies implemented by 
the government, to help the most vulnerable segment of the 

Figure 1. Egypt GDP Growth and Inflation  

Source: IMF World Economic Outlook (2022)
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population cope with the fallout from the Covid-19 pandemic. 
Other major expenditures included capital expenditures related to 
construction of the new capital city and transport infrastructure. 
Notwithstanding, the fiscal deficit has been trending downward 
(albeit slightly) from 7.9 percent of GDP in 2020 to 7.3 percent 
of GDP in 2021 and expected to decline further by 6.5 percent 
in 2022, underpinned by pick up in economic activity, improved 
tax administration and collection, a reduction in subsidies and 
increase exports led by liquified natural gas (LNG) to Europe. 
However, the fiscal deficit is forecast to widen to 7.3 percent of 
GDP in 2023 with growth deceleration affecting domestic revenue 
mobilisation. 

OVERVIEW OF TRADE, RESERVES,  
AND FINANCIAL SECTOR 

Total Trade 
Egypt exports are dominated by refined petroleum, and gold, 
crude petroleum, nitrogenous fertilizers, citrus, and insulated 
wire. Its top export destinations are United Arab Emirates (10.7 
percent), Saudi Arabia (6.4 percent), Turkey (5.2 percent), Italy 
(5.2 percent) and India (4.6 percent) which together accounted for 
32.1 percent of total exports in 2021. 

Egypt’s top imports include wheat, crude petroleum, cars, 
broadcasting equipment and refined petroleum. The country’s 
top import origins are China (15 percent), United States (7 
percent), Saudi Arabia (6.5 percent), Germany (6 percent), and 
Turkey (5 percent). Together these countries accounted for more 
about 40 percent of Egypt’s total imports in 2021.

Egypt’s total exports stood at US$40.7 billion in 2021, up from 
US$26.8 billion in 2020. After decreasing by 22.5 percent in 2020, 
its imports reached US$73.8 billion in 2021- resulting in a trade 
deficit of US$33.1 billion, slightly down from US$34.1 billion in 
2020. The marginal decline in the trade deficit is the result of a 
strong rebound in global demand and trade post-COVID-19 and 
specifically a remarkable increase in gas export to Europe. 

Intra-African Trade 
Egypt’s trade with other countries across the region amounted 
to approximately US$5.7 billion in 2021, accounting for around 
5 percent of its total trade, above the Arab Maghreb Union’s 
regional average of about 2.6 percent, but significantly below 
the regional average of about 6 percent. During 2021, Libya 
accounted for 20.3 percent of Egypt’s exports to Africa, while 
Sudan (18.2 percent), Morocco (17.3 percent), Algeria (13.5 
percent), Kenya (8.4 percent), Tunisia (5.8 percent) and Nigeria (3 
percent) combined accounted for 61.1 percent of Egypt’s exports 
to Africa. Its main export products to other countries across 
the region included refined petroleum, gold, crude petroleum, 
nitrogenous fertilizers, and citrus. 

Zambia emerged as Egypt’s largest import partner in the 
continent. Imports from Zambia to Egypt reached 20.2 percent of 
total imports from Africa, followed by Kenya, Morocco, Sudan, and 
Congo Republic, which collectively accounted for 66.6 percent of 
Egypt’s imports from Africa in 2021. Copper, mineral fuels, coffee, 
tea, coal, and live animals are Egypt’s key intra-African imports.

Reserves 
Egypt’s foreign exchange reserves which reached US$40.7 
billion in 2019 from US$38.6 billion in 2018, fell sharply to 
S$34.1 billion in 2020, as the outbreak of the Covid-19 pandemic 
and consequent lockdown measures constrained economic 
activities and put pressure on exports, as well as other sources 
of foreign exchange earnings. In 2021, the country’s reserve 
position improved (albeit slightly) reaching US$35.1 billion, 
as gradual normalisation of economic activities and pick up in 
global demand boosted export earnings and activities in the 
Suez Canal, alongside gradual improvement in tourist arrivals 
and remittances inflows. This trend is projected to reverse in 
2022 with the stock of reserves declining to about US$30.4 
billion, due largely to the fallout from the Ukraine crisis, currency 
depreciation, and external debt service repayments.

Current Account Balance 
Egypt’s current-account deficit widened by about 4.7 percent of 
GDP in 2021 from 3.7 percent of GDP in 2020. The current account 
deficit is expected to widen further (albeit slightly) by about 4.8 
percent of GDP in 2022 as soaring prices of oil and food increase 
the country’s already hefty import bill. However, the deficit is 
expected to narrow by about 2.9 percent of GDP in 2023, largely 
on account of strong activity in the Suez Canal and rising sales of 
liquified natural gas to Europe.

Financial Sector 

The Egyptian financial services sector, which is regulated by the 
CBE, comprises commercial banks, development banks, insurance 
companies, asset or fund management firms, and a thriving 
financial market – the Egyptian Exchange (EGX). The sector 
continues to play a significant role in the economy. For instance, 
the contribution of the financial services sector, measured by 
financial intermediation and supporting services, is estimated at 
3.6 percent of GDP in 2021, with the insurance and social security 
segment accounting for additional 0.7 percent of GDP.

The banking sector consists of 38 licensed banks which is 
dominated by three big state-owned banks including National 
Bank of Egypt (NBE), Banque Misr – the two holding almost 50 
percent of industry’s total assets - and Banque du Caire which is 
also owned by Bank Misr. Commercial International Bank (CIB) and 

Figure 2. Egypt Total Merchandise Trade, US$ in billion   

Sources: IMF Direction of Trade Statistics (DOTS) database, 2022
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Qatar National Bank Alahli together with the three make it the top 
five banks in the country. Characterized by high concentration, 
the top five banks accounted for over 60 percent of industry 
assets in 2021. Sharia-compliant banks constitute about 5 
percent of total banking assets, where 14 banks are licensed to 
provide Islamic banking products. 

Despite having the third-largest population in Africa, Egypt is 
highly unbanked. Notwithstanding the fact that, over 36 million 
citizens including over 16 million women have bank accounts, over 
67 percent of the Egyptian population is unbanked.  

Even though, there is a gradual shift in lending towards retail 
customers and small-medium scale enterprises (SMEs) in recent 
times, banks and financial institutions continue to invest heavily 
in government securities. While total lending by the financial 
sector increased from US$219 billion in 2017 to US$430 billion 
in 2021, the private sector has received just about a third of 
financial sector lending. 

In a major reform and shift towards private sector-led growth, the 
CBE recently took several measures with the view to encouraging 
banks to increase their lending to the private sector. These 
include a scheme obliging banks to boost their lending to SMEs. 
Specifically, banks were set a target of increasing lending to SMEs 
to 20 percent of their total loan book by end-2020 - a target 
which has been increased to 25 percent with a new deadline of 
2022. The scheme was extended to cover medium-sized and large 
companies in late 2019, with the allocation of US$5.4 million to 
be lent to such firms at 8 percent annual interest - eligible firms 
defined as having an annual turnover of between US$2.7 million 
and US$54 million. To facilitate the process and ease operational 
burden, banks were entitled to recoup some of their losses on 
these transactions by offsetting them against their statutory 
reserves with the CBE.

As other players in the financial services sector including 
development banks, insurance companies, asset management 
firms, and the Egyptian Exchange continue to play their roles 
to promote financial intermediation, the sector’s performance 
is broadly deemed sound and stable. The ratio of NPLs to total 
loans for the sector declined from 10.9 percent in 2011 to 3.6 
percent in 2020, and further improved to 3.5 percent in 2021. At 
the same time, provisions coverage stood at 92 percent of NPLs in 
December 2021. To further promote the soundness and stability 
of the sector, a new law that increases the capital requirement for 
commercial banks by tenfold to US$275 million was approved in 
July 2020– with deadline set for September 2023. Smaller banks 
are likely to merge to be able to comply with the new capital 
requirements which is designed to further boost the soundness 
and stability of the financial services sector in the country. 

Debt Sustainability 

Consistent with the global environment of surging sovereign 
liabilites stoked by government’s response to the COVID-19 
pandemic, the public debt of Egypt increased sharply to reach 
US$14 billion by the end of 2021. This was up 4.3 percent from 
2020 and represents the era of the fastest acceleration in 
decades. While the combination of falling government revenues 

and rising expenditures during the COVID-19 crisis, as well 
widening current account deficit first emerged as major driver of 
external debt, the Ukraine crisis further accelerated the trend. 
Egypt is one of the world’s leading importers of wheat and was 
particularly affected by skyrocketing prices which contributed to 
draining foreign reserves.

Several attempts by the government to shore up reserves 
have only accelerated the growth of external debt. These have 
included the loans totalling over US$9 billion from the IMF since 
the outbreak of the pandemic. The latest being the US$3 billion 
Extended Fund Facility. The next section assesses the incidence of 
the dynamics of debt on the country’s debt sustainability using the 
four key indicators: (i) present value of external debt to GDP; (ii) 
total debt to GDP; (iii) external debt to exports; and (iv) external 
debt service to exports.

i. PV of external debt/GDP

The PV of external public debt in terms of GDP is 36.1 percent as 
of the end of 2021 and is projected to drop to 25.9 percent by 
2024. This falls below the prudent CPIA threshold of 40 percent, 
indicating a strong capacity to sustain external debt.

ii. Total debt /GDP

Total public and publicly guaranteed debt amounted to about 93.5 
percent of GDP by the end of 2021, higher from 89.6 percent in 
2020 and way above the CPIA threshold of 55 percent. 

Nevertheless, Egypt was able to maintain a primary surplus of 0.9 
percent of GDP and has announced its return to the 2 percent of 
GDP surplus plan to anchor debt reduction. This could help reduce 
total debt from over 93 percent to 75 percent by 2025.

Figure 2. Egypt Total Merchandise Trade, US$ in billion   

Sources: IMF Direction of Trade Statistics (DOTS) database, 2022
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Table 1: Egypt Selected Macroeconomic Indicators

Sources: World Bank, IMF, Afreximbank Research, 2022 

2015 2016 2017 2018 2019 2020 2021 2022(f) 2023(f)

Real GDP, percent 4.4 4.3 4.2 5.3 5.6 3.6 3.3 6.6 4.4

Inflation, annual average, percent 10.4 13.8 29.5 14.4 9.2 5.0 4.5 8.5 12.0

Exports of goods and services, percent y/y -0.0 -15.0 86.0 31.6 -2.2 -21.7 -13.4 14.1 12.0

Current account, percent of GDP -5.2 -6.2 -3.4 -3.1 -3.4 -3.7 -4.7 -4.8 -2.9

Total reserves, US$ billions 13.3 20.9 33.2 38.6 40.7 34.1 35.1 30.4 30.5

Gross reserves, months of imports 2.6 3.89 5.72 5.86 5.84 5.56 5.80 - -

iii. External debt/exports

Despite the large leap that Egypt has witnessed in its exports, 
about 52 percentage points increase in 202 , this did not translate 
to a lower external debt to exports ratio. 

Egypt’s external debt to export ratio has reached 338.1 percent 
in 2021, after it was 259.1 percent in 2020. This rise is mainly 
attributed to the increase in external debt, where the external 
debt interest has absorbed 9.3 percent of the exports’ proceeds. 
The ratio also remains above the sustainable CPIA threshold of 
180 percent. 

iv. External debt service/exports

The external debt service to exports ratio contniues to rise as 
well, reaching 53.4 percent in 2021, reflecting the rise in principal 
repayments which accounted for US$5.9 billion as well as the 
US$2.8 billion SDR allocation. The ratio is more than triple the 
sustainablity threshold (15 percent). 

An assessment of Egypt’s debt based on the above-mentioned 
debt sustainability indicators suggests that the country’s 
debt is sustainable but not with a high probability, meaning 
that Egypt remains vulnerable in the face of external shocks. 
Yet, risks to debt sustainability are mitigated by the large 
share of participants in the local treasury security market that 
are domestic financial institutions. The share of debt held by 
nonresidents and that denominated in foreign currency are 29 
and 27 percent, respectively, putting these indicators in the 
moderate risk category, well below the high-risk benchmark levels 
of 45 and 60 percent.

OPPORTUNITIES FOR BANK SUPPORT 

Launched in 2016, Egypt Vision 2030 seeks to improve the 
quality of life of its citizens and their standard of living through 
increased diversification of sources of growth and trade, and 
enhanced competitiveness with the view to improving the 
country’s integration into the global economy. 

Egypt’s long-term development strategy aligns with the Bank’s 
current Strategic Plan, which is underpinned by a number of 
key pillars, including promoting intra-African trade and AfCFTA 
implementation, industrialization and export development. 
The Bank has been a major player in the promotion of economic 
development in Egypt and this alignment provides the 
opportunity to the institution to further enhance its development 
relevance by accelerating the diversification of sources of 
growth to boost trade between Egypt and other countries across 
the region. 

Opportunities for development financing and investment in 
Egypt are significant, including in the financial industry and the 
manufacturing and agro-processing industries and their related 
infrastructure. In the manufacturing sector, Afreximbank’s 
financing could scale up the country’s light manufacturing 
capacities to deepen the development of regional value chains 
and expand employment opportunities. The financing of physical 
infrastructure and economic infrastructure, including industrial 
parks (IP) and special economic zones (SEZ) will go a long 
way to boosting productivity and accelerating the process of 
industrialisation. The Bank’s financing could also be timely and 
critical in the hydrocarbons sector particularly the oil and gas 
subsector as the country seeks to increase the refining capacity 
and efficiency of petroleum derivative production, with the view 
to making Egypt a regional energy hub. At the same time, the 
projected increase export of energy to Europe which is serving 
alternative provides another opportunity for the Bank to expand 
its balance sheet.

At the same time, Egypt emerges from COP 27 as one of the 
leaders in the renewable energy space. The government’s 
commitment to raise production of clean energy (wind, solar, 
green hydrogen) of its energy mix also offers tremendous 
opportunities to the Bank to further enhance its development 
relevance at the national level while sustaining net-zero 
transition at the global level.
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