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I. Introduction 
 
I.1 Background 

“Egypt is the gift of the Nile” The quote was written by Herodotus from about 2,500 years ago. The 
regularity and richness of the annual Nile River flood, coupled with semi-isolation provided by deserts to 
the east and west, allowed for the development of one of the world's great civilizations. A unified 
kingdom arose circa 3200 B.C., and a series of dynasties ruled in Egypt for the next three millennia. The 
last native dynasty fell to the Persians in 341 B.C., who in turn were replaced by the Greeks, Romans, and 
Byzantines. It was the Arabs who introduced Islam and the Arabic language in the 7th century and who 
ruled for the next six centuries. A local military caste, the Mamluks took control about 1250 and continued 
to govern after the conquest of Egypt by the Ottoman Turks in 1517. Completion of the Suez Canal in 
1869 elevated Egypt as an important world transportation hub. Ostensibly to protect its investments, 
Britain seized control of Egypt's government in 1882, but nominal allegiance to the Ottoman Empire 
continued until 1914. Partially independent from the UK in 1922, Egypt acquired full sovereignty from 
Britain in 1952. 

Egypt is one of a few countries all over world has kept its name unchanged over history, the Arabic 
equivalent name of Egypt is Misr, it was mentioned explicitly many times in the Holy Qura’n, the present 
official name of Egypt is Arab Republic of Egypt. 
 
I.2 Geography and Population 

Location: Northern Africa, bordering the Mediterranean Sea, between Libya and the Gaza Strip, and 
the Red Sea north of Sudan, and includes the Asian Sinai Peninsula. Long Formal Name: Arab Republic 
of Egypt and short name, Misr. The tem of Citizen: Egyptian(s) and Capital is Cairo. Area .001.499 square 
km. land 995.450sq km and water: 6.049 sq km Climate: desert; hot; dry summers with moderate winters 
and terrain: vast desert plateau interrupted by Nile valley and delta. 

Population: 85,838,610 (as est.2013).Population growth rate average 1.84% (as est.2014); Birth rate 
23.35 births/1,000 population (as est.2014); Death rate 4.77 deaths/1,000 population (as est.2014) and the 
net immigration rate is -0.19 migrant(s)/1,000 population (as est.2014).Official language: Arabic (official), 
English and French widely understood by educated classes. 

Birth rate: 25.38 births/1.000 population and death rate 7.83 death/1.000 population. Net migration 
rate:-.35 migrants/1000 population. Official language: Arabic (official), English and French widely 
understood by educated classes.  

Religions: Muslim (predominantly Sunni) 90%, Christian (majority Coptic Orthodox, other Christians 
include Armenian Apostolic, Catholic, Maronite, Orthodox, and Anglican) 10% (as est.2012). 
 
I.3 Political Structure 

The population was growing rapidly more than any other country in the Arab world, limited land 
around the Nile River, limited resources and stress society.  

The government tries hard to meet population demands through economic reform and with solid 
investment in communication and the main infrastructure.  

A rapidly growing population (the largest in the Arab world), limited arable land, and dependence on 
the Nile all continue to overtax resources and stress society. By 2010, Egyptian opposition groups led to a 
large number of strikes extended throughout all the country influenced by Tunisian revolution, wrapping 
up with a main request of President Hosny Mubarak should leave his presidential position. On 11 
February 2011, Egypt’s military institution assumed as national leadership until new parliament was 
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elected by early 2012, and at the same year, Mohamed Morsi won the presidential election. Through the 
spring of 2013, violent protests against Morsi’s government and the Muslim Brotherhood group, the 
Egyptian Armed Forces intervened and removed Morsi from power by mid of 2013 and replace him with 
temporary president Adly Mansour. In the first two quarters of 2014, the voters approved new constitution 
by referendum. Presidential elections to replace MANSOUR are scheduled for late May 2014. According 
to the constitution and the government's transitional road map, preparations for parliamentary elections 
will begin by mid-July 2014. 
 
Constitution: The constitution approved by referendum held on 14-15 January 2014states that there 
should be no discrimination on the grounds of race or religion. The country is divided into 27 
governorates, with governors appointed by the president. And the form of state is Democratic socialist 
republic. 
 
Executive branch: Chief of state: President Abdel Fattah al-SISI (since presidential elections on 26-28 
May 2014) and prime minister determined by the president. 
 
Legislative branch: under the 2014 constitution, the unicameral system House of Representatives 
consists of minimum of 450 seats with up to 5 % appointed by the president; members to serve 5-year 
terms; the process for elected members as stated in Article 102 of the 2014 constitution may be 
majoritarian, proportional list, or a mixed system. 
 
Judicial branch: mixed legal system based on Napoleonic civil and penal law, Islamic religious law, and 
vestiges of colonial-era (England) laws; judicial review of the constitutionality of laws by the Supreme 
Constitutional Court. The highest court(s): Court of Cassation (consists of the court president and 550 
judges organized in circuits with cases heard by panels of 5 judges); Supreme Constitutional Court or SCC 
(consists of the court president and 10 justices); Supreme Administrative Court - the highest court of the 
State Council (consists of the court president and organized in circuits with cases heard by panels of 5 
judges). 
 
I.4 Education 

According to the estimation of 2012, adult literacy to the total population was 73.9 %; male literacy 
81.7 % and 65.8 % for females. Primary education is compulsory and free (ages 6-12). This followed by 
three years of intermediate school and three years of secondary school, which is also free but not 
compulsory. Primary school completion rate is 96 % for both sexes, male’s rate is 97.5 % and female rate 
is 94.5 % (as est. 2009). (United Nation Statistics Division). 

University graduates willing to work on office based professional employment and this led to the 
shortage of skilled labor. 
 
I.5 Health Care 

Mortality rates among infants and children from diarrhea and immunization preventable and 
respiratory infections from 89.5 infants in 1990 to 17.9 in 2012 (per 1000 live in birth). (Source WHO). 

About 95% of population has access to care, safe water and sanitation. Egypt does not face a shortage 
of qualified staff. Insurance coverage has been improved from 8% in 1990 to 59% of population in 2011. 
Egypt produces over 90% of the pharmaceuticals it consumes. Moreover, Egypt is one of the four 
countries in the region as a main producer of vaccines. (Egyptian Ministry of health and population). 

Despite all the improvements had accomplished in the last few decades, the health care system face 
critical issues such as: 

• Health care system is complicated with large number of public institutions involved in the financing, 
management and provision of care. 
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• Poverty rate has been declined over the past thirty years; however, in the last three years (2000– 
2011) the poverty rate jump from 16% to 25.2% and increased to 34% in some rural areas. (World 
Bank statistics). 

• The lack of adequate monitoring by the ministry of health and population over its budget, 
investment and planning. 

• The poor allocation of workforce between Cairo and other cities; between primary, secondary and 
tertiary care and among different specialties. 

• Egypt became the leading country in the world of road traffic death rate per 100,000 of 41.6. 
• The centralized system with low rate of communications and interactions between sectors in 

Ministry of Health and Population leads to considerable degree of bureaucracy.  
• Inefficiencies in the health delivery system 
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II. Overview of Macroeconomic Activity and Fiscal Position 
 

In 1952, Egypt attained its political independence from British colony and changed its political system 
from the monarchical system to the republican system. After obtaining independence and during the 
period of 1954 to 1973, Egypt involved in three wars which has negative effects on the economic growth 
because almost resources and revenues appointed to fund military needs during these wars. By 1973, 
Egypt has won the war against Israel and frees its occupied land and signed a peace agreement with Israel 
in 1979. 

After the last war, Egypt started its economic activity by using economic openness policy and 
introducing the first law (Law 43 of 1974) which permits foreigners to invest directly in Egypt and 
establish their own banks and companies.  

As a result of economic openness policy and peace agreement, Egypt’s economy was able to sustain 
increasable growth national product with average of 8% during 1974 to 1982. 

From 1982 to 2010, Egypt tried to strengthen its economy and stimulate it by many ways such as; 
signing an agreement with IMF in 1991, financial agreement with the world bank to reschedule its debts, 
liberating the exchange rate specially for U.S. dollar, privatization of state-owned enterprises, etc.. 

Beside all economic reform procedures during 1982 to 1999, Egypt clarified its preference for more 
structural reform from year 2000 through deregulation. The main purpose of reform from year 2000 is to 
encourage private sector activity by maintaining the economic system, including the tax system, 
investment framework, and trade regulations. Economic reform under the Nazif Cabinet made 
distinguished progress and the economic growth rate was the highest in the last 25 years in the second half 
of 2000s. 

On the other hand, lack of appropriate working conditions lead to the increasing number of strikes in 
the late 2000s.By other meaning, labors and workers did not gain benefit from the achieved economic 
growth at that time. In addition, more employees and workers were not satisfied with their economic 
conditions. 

The spread of satisfaction and the sense of inequality among state employees fueled an uprising in the 
early 2011 in protest against the deteriorations of living and economic conditions. As the result, President 
Mubarak regime collapsed and Egypt economy entered dark tunnel and its growth held back by prolonged 
insecurity, political uncertainty, and global slowdown. International reserves have declined more than 
60% in 2011and the fiscal deficit risen, increasing the financial vulnerabilities. In 2012, Economic and 
financial instability increased since the revolution in the early 2011. The real GDP growth was 1.5% for 
FY2011/2012 (July-June), revenues declined and unemployment rate increased to be 12.4% from 9% for 
FY2010/2011. Moreover, capital outflow, investment standstill, and the decline of tourists continued 
through the fiscal years of 2012 and 2013. Furthermore, the prolonged uncertainty of the political and 
security issues would delay economic recovery in short time. 
 
A. International Environment 

 
II.A.1 Trade Balance and current account 

Through the period from 1991 to 2010, Egypt has been started program to reform trade balance by 
carrying out new regulations to liberate foreign trade with international society, applying unified exchange 
rate system, cut taxes, reduced subsidies, privatization of public sector and liberalized trade and 
investment. Some industries held widely by the private sector such as; construction, non-financial services, 
agriculture industries, domestic wholesale and retail trades. This reform promote the economy and lead to 
a steady increase of the GDP rate with average of 5% during the same period. 

The success of the reform process was interrupted by the Asian economic crises in the mid of 1990s 
and by the global financial crisis in 2008, which has negative effects on the economic and social stability. 

In 2011, Egyptians made their revolution against Mubarak’s regime and as a result of the political 
instability, the economy violently deteriorated. The government was unable to implement any meaningful 
fiscal consolidation measures. The fiscal deficit rose from 10.6 % in 2011/2012 to 13.7 % in 2012/2013. 
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At the same period the government spending increased by 24.9 % more than the increasing of revenues by 
nearly twice the 15 % rise in revenues. 

Table 1 shows the balance of payments: current account according to trade balance, receipts, payments, 
transfers, capital and financial account during the period from 2009/2010 to 2012/2013: 
 
Table 1 Balance of Payments 

           (million US$) 
Item 2009/2010 2010/2011 2011/2012 2012/2013

Current Account Balance -4317.6 -2768.8 -10146.3 -5582.1
Balance of Current Account (Excluding Transfers) -14781.0 -15905.6 -28554.3 -24850.0
Receipts 47436.0 48865.6 -45944.1 -24850.0
- Export proceeds** 23873.1 26992.5 25071.9 25971.3
- Transportation, of which 7216.5 8069.1 8585.5 9187.5
- Suez Canal dues 4516.8 5052.9 5207.8 5031.8
- Travel 11591.3 10588.7 9419.0 9748.3
- Investment income 829.0 418.8 246.1 197.8
- Government receipts 217.9 117.7 276.2 437.6
- Other receipts 3708.2 2678.8 2345.9 2649.7
Payments 62217.0 64771.2 74498.4 73042.2
- Import payments** 48993.1 50776.5 59210.9 57513.3
- Transportation 1229.7 1385.3 1374.9 1658.7
- Travel 2327.5 2112.6 2497.6 2928.8
- Investment income, of which 5193.7 6466.5 6725.5 5948.1
- Interest paid 553.6 551.8 534.6 556.0
- Government expenditures 1534.5 1106.1 1151.9 1243.7
- Other payments 2938.5 2924.2 3537.6 3749.6
Transfers 10463.4 13136.8 18408.0 19267.9
- Private 9509.4 12383.9 17775.6 18432.3
- Official 954.0 752.9 632.4 835.6
Capital & Financial Account 8325.4 -4823.5 1022.9 9686.7
- Capital Account -36.2 -32.3 -96.0 -86.8
- Direct Investment Abroad -976.6 -958.0 -249.2 -183.6
- Direct Investment in Egypt (Net) 6758.2 2188.6 3982.2 3004.7
- Portfolio Investment Abroad (Net) -522.2 -117.7 -148.7 22.4
- Portfolio Investment in Egypt (Net) 7879.3 -2550.9 -5025.3 1477.7
- Other Investment (Net) -4777.1 -3353.2 2559.9 5452.6
Net Error and Omissions -652.1 -2161.6 -2155 -3867.6
Overall Balance 3355.7 -9753.9 -11278.4 237
Change in CBE Reserve Assets ,Increase(-) -3355.7 9753.9 11278.4 -237

Sources: Central Bank of Egypt 
** Including free zones exports and imports.  
 
II.A.2 Exports 

 Egypt exports to other countries consist of oil and gas products and non-oil products. Exports 
proceeds by degree of processing of all merchandise groups increased in the FY2012/2013 by 3.6% to 
US$ 26.0 billion; raw material increased by 14.4%; fuel, mineral oils and products by 4.8%; semi-finished 
goods by 2.7%; and finished goods by 1.2%. 

Fuel, Mineral Oils and products (46.8% of total exports) inched up 4.8% to US$ 12.2 billion (from 
US$ 11.6 billion), mainly because of the rise in the exports of crude oil (53.7% of the group’s total 
exports), to US$ 6.5 billion. Exports of oil products (45.0% of the group's total exports) decreased by 9% 
to US$ 5.5 billion. 

Exports of finished goods (40.3% of total exports) scaled up 1.2% to US$ 10.5 billion from US$ 10.4 
billion), this rise results from higher exports of some products, mainly, cotton textiles; gold, pearls and 
precious stones; iron and steel products; extracts of essential oils and resins. Exports of semi-finished 
goods (7.7% of total exports) moved up 2.7% to US$ 2.0 billion (from US$ 1.9 billion), pushed by exports 
of plastics and articles thereof; dyeing and tanning extracts; and unalloyed aluminum. 
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Exports of raw materials (5.2% of total exports) rose 14.4% respectively to US$ 1.3 billion (from 
US$ 1.2 billion), particularly exports of edible fruits and nuts; iron ores; potatoes; oil seeds and oleaginous 
fruits; and plants for medicinal and industrial used. 

 
II.A.3 Imports 

In the fiscal year 2012/2013, imports fallen by 2.9% to US$ 57.5 billion (from US$ 59.2billion), 
because of the decline in the imports of intermediate goods by 5.4%; consumer goods by 5.3%; and fuel, 
mineral oils and products by 4%. Conversely, imports of investment goods and raw materials have 
increased by 1.9% and 7.3% respectively. 

Imports of intermediate goods (27.8% of total imports) declined by 5.4% to US$ 16.0 billion (from 
US$ 16.9 billion), due to the lower imports of cement; articles of base metals; fertilizers; and raw sugar. 

Imports of consumer goods (22.5% of total imports) moved back by 5.3% to US$ 12.9 billion 
compared to US$ 13.7 billion) on account of: 

• The imports of non-durable goods decreased by 8.7% to US$ 9.7 billion (from US$ 10.7 
billion), mainly in the imports of soap, detergents and artificial waxes; edible vegetables, 
roots and tubers; refined sugar and products. 

• The imports of durable goods rose by 7.1% to US$ 3.2 billion, as a result of the higher imports of 
passenger cars; refrigerators and electric freezers. 

Imports of investments goods (17.1% of total imports) leveled up with 1.9% to US$ 9.8 billion 
(from US$ 9.6 billion),this because of the rise of imports of passenger vehicles; railway and tramway 
locomotives or rolling stock equipment; pumps and fans; cargo-transport vehicles. 

Imports of fuel, mineral oils and products (16.5% of total imports) scaled down by 4.0% to US$ 9.5 
billion (from 9.9 billion), due to the 3.3% moved down in oil products. 

Imports of raw materials (15.1% of total imports) rose by 7.3% to be US$ 8.7 billion due to the higher 
imports of crude oil; metal ores; and oil seeds and oleaginous fruits (form US$ 8.1 billion). 

Table 2 shows the total imports and exports of commodities products with the world from 2010 to June 
2014: 

 
Table 2 Imports and Exports of Commodities Products with the World from 2010 to June 2014 

                 (US$ mn) 
Value in Million 

US$ 2010 2011 2012 2013 Jan. – June 
2013 

Jan. – June 
2014 

Growth 
Rate 

Exports 27309 31574 29339 19244 15560 2014 -(6) 
Arab Countries 8664 9129 8977 5982 5106 4962 -(3) 
Europe Union 8119 9681 7856 5323 4136 4661 (13) 
Asia without Arabs  5011 6419 6447 4206 3398 2692 -(21) 
United States 1696 1819 2009 1240 629 559 -(11) 
East Europe 391 543 384 291 303 374 (23) 
African without Arabs 1364 2023 1537 907 805 574 -(29) 
Latin America 387 409 325 235 220 105 -(52) 
Others 1697 1551 1807 1059 963 721  
Imports 52947 62251 69846 47059 35239 30374 -(14) 
Arab Countries 6264 8056 9343 5752 5166 3790 -(27) 
Europe Union 17092 18152 20377 13782 11448 10140 -(11) 
Asia without Arabs  15167 16768 19461 13392 9820 7873 -(20) 
United States 4950 6471 5276 3756 3165 2590 -(18) 
East Europe 3867 5037 8179 5603 2158 3123 (45) 
African without Arabs 738 931 939 635 385 334 -(13) 
Latin America 2737 4435 4164 2654 1707 1567 -(8) 
Others 8395 10455 11451 7237 6556 4747  

Source: (EITP) Egyptian international trade point, CAPMAS 
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II.A.4 Capital and Financial Account 
 

During FY 2012/2013, the capital and financial account revealed a net inflows of US$ 9.7 billion 
(from US$ 1.0 billion). The main items of the capital and financial account as follows: 

• Portfolio investment in Egypt represents a net inflow of US$ 1.5 billion (from a net outflow of 
US$ .5 billion), this was due to the issuance of the bonds by Egyptian government at a value of 
US$ 2.5 billion. 

• Net inflow of foreign direct investment in Egypt moved down by US$ 1.0 billion to US$ 3.0 
billion (from US$ 4.0 billion). The declining resulted from decelerated process of selling public 
entities to non-residents to register US$ 281.7 million (compared to US$ 1.7 billion). And the 
increase in the net inflows of Greenfield investments to US$ 2.4 billion (from US$ 2.1 billion) and 
Oil sector investments to US$ 255.5 million (from US$ 130.0 million).  

Table 3 illustrates the sectoral distribution of total FDI flows to Egypt: 
 
Table 3  The Sectoral distribution of total FDI flows to Egypt  

                        (US$mn) 
Economic Activity 2011/2012 Share (%) 2012/2013 Share (%) 

Total FDI Flows to Egypt 11768.1 100% 9614 100%
Oil 7101 60.3 6606.5 68.7
Manufacturing 732.6 6.2 261 2.7
Agriculture 80.7 0.7 139 1.5
Construction 127.2 1.1 20.7 0.2
Services, of which 2196.6 18.7 739.8 7.7
- Real Estate 86.2 0.7 44.2 0.5
- Finance 212.7 1.8 379.2 3.9
- Tourism 41.7 0.4 20.9 0.2
- Communication and IT 1390.9 11.8 21.1 274.4
- Other services 465.1 1 274.4 2.9
Undistributed 1530 13 1847 19.2

Sources: Central Bank of Egypt 

II.A.5 International finance 
In the FY 2012/2013, net flows from abroad resources pushed up by US$ 11.6 billion to US$ 12.2 

billion (compared with US$ 622.3 million a year earlier). At the same time, net flows of interest payments 
and profit transfers registered a net outflow of US$ 5.7 billion (against US$ 6.5 billion). 

Net international finance reported an inflow of US$ 6.5 billion (compared to an outflow of US$ 5.9 
billion in the previous year). 

Figure 3 demonstrates the net international finance for the fiscal years 2010/2011, 2011/2012 and 
2012/2013: 
 
Figure 1 Net international Finance 

 (US$ mn) 

 
Source: Central Bank of Egypt 
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Table 4 shows the net international finance (inflows of resources from abroad plus flows of interest 

payments and profit transfers) 
 

Table 4 Net International Finance 
                                           (US$ mn) 

Items 2011/2012 2012/2013 Change + (-) 
Net International Finance from Abroad (A+B) -5867.5 6471.4 12338.9
A- Net Resources from Abroad 622.3 12176.3 11554
1- Official grants (net) 632.4 835.6 203.2
2- External borrowing (net) 1430.9 7019.8 5588.9
3- Foreign investments in Egypt -1043.1 4482.1 5525.2

- FDI in Egypt (net) 3982.2 3004.7 (977.5)
- Portfolio investment in Egypt (net) -5025.3 1477.4 6502.7

4- Foreign Investments Abroad -397.9 -161.2 236.7
- Direct investment abroad (net) -249.2 -183.6 65.6
- Portfolio investment abroad (net) -148.7 22.4 171.1

B- Net Interest Payments and Profit Transfers -6489.8 -5704.9 784.9
1-Interest on external loans and facilities -509.3 -489.8 19.5
2-Net interest on deposits 113.9 105.9 (8.0)
3-Net profit transfers of FDI -5470.7 -4963.7 507.0
4- Net profit transfers of portfolio investment -623.7 -357.3 266.4

Source: Central Bank of Egypt 
 
II.A.6 Foreign Direct Investment (FDI) in Egypt 

Egypt’s net FDI recorded an inflow of US$ 3 billion in the FY 2012/2013 (from US$ 4.0 billion in the 
preceded year). Investment inflows decreased by US$ 977.5 million (18.3%) and the capital retreated by 
15.1%. the fall in the investment inflows regarded to the lower investments from EU to be US$ 5.0 billion 
(from US$ 9.5 billion in the previous year). Figure 2 presents the sectoral distribution of total FDI inflows 
during 2007 to 2013. 

 
Figure 2 Net Direct Investment to Egypt 

 
Source: GAFI, Ministry of Investment in Egypt 

During the FY 2012/2013, the net inflows from establishing new firms or increasing capitals of 
established companies was US$ 2.4 billion; selling local entities to non-resident was US$ 0.3 billion; real 
estate investment real by US$ .01 billion and petroleum sector investment by US$ 0.3 billion. 
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Table 5 introduces the geographical distribution of net FDI to Egypt for the FY 2011/2012 and 
2012/2013. The bulk inflows came from EU area by 60.6% of the total inflows; followed by USA with 
30.4%; Arab countries by 5.2% and the rest of the world by 3.9%. 

 
Table 5 Geographical distribution of FDI in Egypt 

                      (US$ mn) 
Items 2011/2012 2012/2013* Change + (-) 

Net flows of FDI in Egypt 3982.2 3004.7 (977.5)
Total inflows 11768.1 9614 (2154.1)
USA 577.6 2182.9 1605.3
EU Countries 9501.9 4952.4 (4549.5)
Arab Countries 1185.7 1456.4 270.7
Other countries 502.9 1022.3 519.4
Capital Repatriation** (7785.9) (6609.3) 1176.6

Source: Central Bank of Egypt 
*  Provisional 
**  Capital repatriation (outflows) means that a direct investor recovers his share in the capital of an investment enterprise - in 

case of partial or full disposal - and transfers part or all of it abroad. 
 
II.A.7 Exchange rate and exchange system 

Before the revolution of 25th January 2011(from 2005 to 2010), the CBE adopted inflation targeting as 
a nominal anchor for the monetary policy in the medium term. As a result of this policy, the Egyptian 
pound appreciated against US dollars, and moved from 6.1 LE per 1$ to be 5.8LE per 1$. The Egyptian 
pound appreciated against other main currencies such as EURO and British Pound; the reserves of foreign 
currencies increased from US$ 15.4 billion to US$ 33.6 billion from 2005 to 2010. 

After the revolution of 25th January 2011, Egypt has been in political and social instability. The 
revolution has great impact on Egyptian economy. Exchange rate between Egyptian pound and US dollar 
was almost stable, the Egyptian pound depreciated from 5.8 LE per 1$ to be 6.1 LE per 1$ from January 
2011 to November 2012 in order. The national reserves declined dramatically from US$ 32.6 billion in 
2011 to be US$ 11.6 billion. 

In 2012, Egypt lunched new mechanism to support the foreign exchange system and market. Through 
this mechanism, the CBE offers periodic forex auctions for banks to purchase and sell US dollars and 
other currencies. The goal of this system is to control the forex market (especially US dollars) and net 
international reserves (NIRs) after reaching critical levels. 

Table 6 shows the average of exchange rate between Egyptian pound and main other currencies from 
2010 to 2013: 

 
Table 6 Average of Exchange Rate between Egyptian pound and other currencies 

                        (LE) 
Items 2010 2011 2012 2013 

US dollar 5.6807 5.9558 6.046 7.012 
Euro 6.9753 8.6115 7.515 9.123 
Pound Sterling 8.5302 9.537 9.397 10.664 

Source: Central Bank of Egypt 
 
II.A.8 External Debt 

External debt for public and private with all maturities inched up by US$ 8.8 billion to US$ 43.2 
billion at the end of June 2013 (compared with US$ 34.4 billion in the preceding year, June 2012). The 
external debt increased by 25.7% from 2012 to 2013 to fund the disbursement of loans, facilities, deposits 
and bonds which reflected a rise of US$ 9.3 billion in debt stock.  

External debt structure by maturity presents that medium and long term debt were US$ 36.2 billion 
(medium term debt US$ 5.3billion), accounting for 83.7% of the total external debt as end of June 2013. 
The short-term debt reached US$ 7.0 billion (16.3% of total external debt). 
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The ratio of external debt to GDP rose to 17.3% (from 13.2%) as at the end of June 2013. Short-term 
debt to international reserves climbed up to 47% at the same period (from 18.7%) due to the rise in short-
term debt by US$ 4.1 billion. Also, the short-term debt ratio to total external debt pushed up to be 16.3% 
(from 8.5%). In addition, the ratio of debt service to export proceeds of goods and services and to current 
receipts increased to 6.4% and 4.6% respectively.  

Table 7 presents the main external debt indicators throughout FY 2006/2007 to 2012/2013: 
 
Table 7 External Debt Indicators 

         (%) 
FY 2006/2007 2007/2008 2008/2009 2009/2010 2010/2011 2011/2012 2012/2013+

External Debt / Exports (G & S) % 70.4 59.9 64.4 71 71.4 74.8 89.7
Debt Service (Principal & Interest) 

(US$ mn.) * 2936.4 2595.9 3119.8 2617.5 2799.2 2903.8 3089.3

Debt Service / Exports (G & S) % 6.9 4.6 6.4 5.5 5.7 6.3 6.4
Debt Service / Current Receipts % 5.9 3.9 5.5 4.5 4.5 4.5 4.6
Interest / Exports (G & S) % 1.5 1.4 1.5 1.4 1.3 1.4 1.3
External Debt /GDP 22.8 20.1 16.9 15.9 15.2 13.2 17.3
Short-term Debt / total external debt 4.8 7.4 6.8 8.8 7.9 8.5 16.3
Short-term Debt / Net International 

Reserves 5.1 7.3 6.8 8.4 10.4 18.7 47.2

External Debt per capita (US$) 398.5 450 418.6 399.2 413.6 389.7 489.9
Source: Central Bank of Egypt 
+ Provisional 
* including interest payments on US dollar-denominated bonds and notes offered abroad 
 
B. Domestic Environment 
 
II.B.1 Gross Domestic Product (GDP) 

The political events in FY 2012/2013 affected all economic activities. Real GDP was 2.1% 
throughout the year. The slowdown of the economy through 2011 to 2013 resulted in the Q4 of FY 
2012/2013 with poor GDP growth rate of 1.5%. Table 8 shows the real GDP rates through FY 2011/2012 
to 2012/2013: 

 
Table 8 Real GDP *  

Items Value (in LE bn) Real GDP Growth % 
FY 2011/2012 2012/2013 2012/2013 2012/2013 

GDP at Factor cost and constant price 1508.5 1539.6 2.2 2.1
Indirect taxes (net) 67.0 69.0 1.7 3.0
GDP at market prices 1575.5 1608.6 2.2 2.1

Source: Central Bank of Egypt 
* The base year is 2011/2012. 

The GDP growth rate in FY 2012/2013 declined comparing to the preceding FY year, reflects modest 
performance of the key sectors, mainly extraction declined from 0.13 % to -0.08 %; the Suez canal from 
0.13% to -0.46%; and communication from 0.22% to 0.13%. Conversely, manufacturing activity had a 
better performance increased from 0.12% to .036%; tourism moved up from 0.09% to 0.20% and 
construction and buildings changed from 0.18% to 0.26%. 

The slowdown of the economic activity in FY 2012/2013 regarded mainly to the poor performance of 
some sectors in Q4 2012/2013. The share of extractions reduced to -0.5% from 0.1%; tourism to -0.1% 
from -0.5%; manufacturing to 0.2% from 0.6%; construction and building to 0.2% from 0.4%; and 
communication to 0.1% from 0.2%. But this moving back of GDP rate mitigated by the higher 
performance of agriculture 0.4% from 0.3%; and the general government 0.4% from 0.3%. Table 9 
demonstrates the real GDP rates of economic activity sectors and their share in it. 
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Table 9 Real Growth Rates of Economic Activity Sectors and Their Share in Real GDP Growth 
Sector Sector share in Real GDP Growth Rate (%) 

2011/2012 2012/2013 2011/2012 2012/2013 
Agriculture, irrigation and fishing 0.39 0.44 2.9 3
Manufacturing 0.12 0.36 0.7 2.3
Electricity 0.09 0.06 5.9 4.6
Construction and building 0.18 0.26 3.3 5.9
Transportation and storage 0.12 0.12 2.8 2.9
Communications 0.22 0.13 5.2 4.9
Wholesale and retail trade 0.21 0.3 2 2.8
Finance 0.09 0.09 2.2 2.7
Social insurance 0.09 0.1 2.6 3.1
Real estate 0.09 0.11 3.2 4.2
General government 0.26 0.3 2.9 3
Social services 0.12 0.11 2.8 2.8
Other sectors 0.02 0.02 3.6 3.5
Total 2 2.4  
 External Demand Sector 
Extractions 0.01 -0.46 0.1 -2.7
Suez Canal 0.13 -0.08 3.9 -3.8
Tourism 0.09 0.2 2.3 6.6
Total 0.23 -0.34  
Grand Total 2.23 2.06 2.2 2.1

Source: Egyptian Central Bank 

II.B.2 Labor Force, Employment and Unemployment 
The labor force size is 27.2 million persons in Q4 2012/2013 (increased by 1.2% against the same 

quarter in the previous year). The number of employed grow to be 23.6 million from 23.5 million persons.  
The growth on unemployment was consequence of the higher jobless males to 9.8% from 9.2% and 
jobless females to 25.1% from 24.1%. 
 
II.B.3 Inflation 

The annual headline Consumer Price Index (CPI) leveled up in 2012/2013 to be 9.8% in June 2013 
(from 7.3% in the previous year). The rise of the inflation driven mainly by the contribution of food and 
non-alcoholic beverages to 5.7% compared to 4.1% in the preceding year; restaurants and hotels to 0.9% 
from 0.2%; and healthcare 0.7% from nil. Furthermore, the shares of communications; clothing and 
footwear; and education moved up by 0.1% each. 

Some other products decreased in their rates such as shares of housing, electricity, and fuel from 1.2% 
in the previous year to be 0.8% in FY 2012/2013; tobacco and narcotics from 0.3% to be 0.2%. on the 
other hand, the shares from of the rest of the groups remained the same. 

Figure 3 illustrates the annual contribution of main items of food headline inflation through FY 
2011/2012 and 2012/2013: 
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Figure 3 Contributions of Main Items of Food to Headline Inflation (Annually) 
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Source: Central Agency for Public Mobilization and Statistics, Egypt 

 
The increased inflation rate throughout FY 2012/2013 attributed mainly to the appreciation of the US 

dollar against Egyptian pound, leading to a higher import costs. In addition, the instability in political and 
security in Egypt that have a negative effect on commodity supply in local markets (especially fuel and 
butane gas cylinders). 

The following table illustrates the shares of CPI groups (urban) in headline inflation during FY 
2011/2012 and 2012/2013: 
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Table 10 The shares of CPI groups (urban) in headline inflation 
                     (January2010 = 100) 

Main CPI Groups Inflation Rate (%) Share in Headline Inflation 
(percentage point) 

2011/2012 2012/2013 2011/2012 2012/2013 
General Index 7.3 9.8 7.3 9.8 
Food & non-alcoholic beverages 19.8 12.7 4.1 5.7 
Clothing and footwear 4.5 7.7 0.6 0.3 
Housing, water, electricity & fuel 7.2 5.8 0.2 0.3 
Furnishings, household equipment and routine 

maintenance 8.8 5 1.2 0.8 

Healthcare 0.1 6.7 0.3 0.2 
Transportation 2.8 12.5 0 0.7 
Communications -4.5 2.6 0.1 0.1 
Culture and recreation 8.6 0 -0.1 0 
Education 8.6 7.6 0.2 0.2 
Restaurants and hotels 9.9 11.4 0.5 0.6 
Miscellaneous goods and 3.6 21.6 0.2 0.9 
Services 1.3 0.8 0 0 

Source: CAPMAS, Ministry of Finance 
 

II.B.4 Monetary Policy 
As the conclusive goal of Egyptian monetary policy is price stability to control the inflation rate to an 

appropriate and stable level to help building confidence, stimulating investment, and achieving the 
desirable economic growth. 
 
II.B.4.1 Interest rate 

In the 21 March 2013, the MPC decided to raise the overnight deposit and lending rates by 50 bps to 
9.75% and 10.75%, in order, and the rate of the CBE’s main operations by 50 bps to 10.25%. The discount 
rate was also raised by 75 bps to 10.25%. The decisions taken by the MPC for FY 2012/2013 were 
responsive to the changes in inflation and the committee’s assessment of inflationary pressure. Table 10 
shows the progress in the CBE’s key interest rates, the 7-day repo rate and discount rate, according to the 
decisions taken in the MPC meetings during the year: 
          
Table 11 The developments in the CBE’s key interest rates 

Date Overnight Deposit 
Rate 

Overnight Lending 
Rate Main Operations Rate Discount Rate 

14-Jun-12 9.25% 10.25% 9.75% 9.50% 
26-Jul-12 unchanged unchanged unchanged unchanged 
6-Sep-12 unchanged unchanged unchanged unchanged 
18-Oct-12 unchanged unchanged unchanged unchanged 
6-Dec-12 unchanged unchanged unchanged unchanged 
31-Jan-13 unchanged unchanged unchanged unchanged 
21-Mar-13 9.75% 10.75% 10.25% 10.25% 
9-May-13 unchanged unchanged unchanged unchanged 
20-Jun-13 unchanged unchanged unchanged unchanged 

Source: Central Bank of Egypt 
 
II.B.4.2 Money Reserve (M0) 

Reserve money increased by 20.6% in FY 2012/2013 compared to the previous year to reach LE 317.9 
billion at the end of June 2013. The increase in the reserve money has a positive effect on the currency 
circulated outside the CBE. This rise was mitigated by the lower currency deposits by banks at the CBE. 

Table 12 shows the reserve money and counterpart assets as it derived from the central bank balance 
sheet: 
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Table 12 Reserve Money and Counterpart Assets 
              (LE mn) 

Items Balances at End of June 2013 Change during FY + (-) 
2011/2012 2012/2013 

A- Reserve Money 317944 12676 12676 
- Currency in circulation outside the CBE 260849 25774 25774 
- Banks' local currency deposits 57095 -13098 -13098 
B- Counterpart Assets 317944 126 76 542 76 
Net Foreign Assets 38235 -71138 -37824 
Foreign assets 101685 -64163 9517 
Foreign liabilities 63450 6975 47341 
Net Domestic Assets 279709 83814 92100 
Claims on the government (net) 299806 62812 134432 
Claims on banks (net) -5811 -2853 -3105 
Net balancing items -14286 23855 -39227 

 Source: Central Bank of Egypt 
 
II.B.4.3 Domestic Liquidity (M2) 

During the FY 2012/2013, domestic liquidity moved up by LE 201.7 billion to be LE 1296.1 billion at 
the end of June 2013. This rise has a dual effect of the scaled up in the net domestic assets and the fall in 
net foreign assets. This increase of domestic liquidity reflected on the growth in money supply and quasi-
money. 

Money supply (M1) inched up by LE 69.6 billion or 25.4% to be LE 344.1 billion in 2012/2013 
(against LE 25.8 billion and 10.4% for the preceding year). Money supply rose due to the increase in both 
the currency circulation outside the banking system, and in local currency demand deposits. Figure 4 
shows the growth rate of domestic liquidity by component: 
 
Figure 4 Growth Rate of Domestic Liquidity by Component  

 
Source: Central Bank of Egypt 
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II.B.4.4 Banks 

The registered banks in Egypt are 40, and the aggregate financial position posted LE 1563.8 billion at 
the end of June 2013, leveled up by LE 197.7 billion in FY 2012/2013 (against LE 96.5 in the previous 
year). 

Figure 5 describes the growth rate of banking liabilities during FY 2012/2013 comparing to the 
previous year 2011/2012: 
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Figure 5 Growth Rate of the Banking Liabilities during FY 2011/2012 and 2012/2013 

25.3

6.9

-2.5

-32.5

6.3

-1.8

15.8 14

1.9

16

2.9

34.7

8.9
13.2

40.3

7

-40

-30

-20

-10

0

10

20

30

40

50

Other 
liablities

Total 
deposits

Obligations 
to banks 
abroad

Obligations 
to local 
banks

Bonds & 
long-term 

loans

Provisions Reserves Capital

2011-2012 2012-2013
 

Source: Central Bank of Egypt 

Banking assets pushed up by the rise of banks’ investments in securities and treasury bills by LE 98.5 
billion or with 17.7% to be LE 653.9 billion. Lending and discount balances increased by LE 42.4 billion 
(8.4%) to be LE 549.1 billion. Furthermore, balances with local banks inched up by LE 27.1 billion 
(25.9%), cash by LE 14.7 billion (101.1%) and also the balance with banks abroad by LE 1.1 billion 
(1.5%) and other assets by LE 13.9 billion (12.7%).  

Figure 6 illustrates the growth rate of the banking assets during the FY 2011/2012 to 2012/2013: 
 

Figure 6 The Growth Rate of the Banking Assets 

 
Source: Central Bank of Egypt 
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II.B.4.5 Interbank Transactions 

 
(i) Transactions with Banks Abroad 
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Transactions of local banks with banks abroad moved up by LE 0.7 billion (1.1%) in FY 2012/2013 to 
be LE 61.8 billion (against LE 61.1 billion in the previous year). this increase has a positive effect on the 
size of the balances with banks abroad by LE 1.1 billion and their obligations thereto by LE 0.4 billion. 

Table 13 presents the transactions with banks abroad (balances and obligations) in June 2012 and June 
2013: 
 
Table 13 Transactions with Banks Abroad 

                          (LE mn) 

Items June 
2012 

June 
2013 

2011/2012 2012/2013 
Value % Value % 

Net Position 61112 61790 (19800) 24.5 678 1.1
Balances with banks abroad 75904 77012 (20176) 21 1108 1.5
Obligations to banks abroad 14792 15222 (276) 2.5 430 2.9

Source: Central Bank of Egypt 
 
(ii)  Interbank Transactions 

The transactions of interbank money markets (in terms of deposits) rose up by LE 4.5 billion (26.4%) 
comparing with a drop of LE 1.7 billion (9.0%) in the previous year, and the total deposits became LE 
21.8 billion at end of June 2013. 
 
II.B.5 Deposits 

Banks’ deposits including government deposits picked up by LE 163.5 (16.0%) billion during FY 
2012/2013 (compared with LE 66.5 billion a year earlier) to be LE 1187 billion. This rise resulted from 
the key of local currency deposits which moved up by LE 118.7 billion to be LE 896.5 billion (15.3% 
from the previous year) at the end of June 2013. Likewise, deposits in foreign currencies inched up by LE 
44.8 billion to be LE 290.5 billion at the end of June 2013. 

Figure 7 shows the size of the deposits with local currency and foreign currencies in FY 2011/2012 and 
2012/2103: 

 
Figure 7 Growth in Deposits by Currency 

0

20

40

60

80

100

120

140

2011/2012 2012/2013

LE
 b

n

Foreign Currencies Local currencies
 

Source: Central Bank of Egypt 
 

Deposits at banks by sector demonstrate that the household sector was the key element to the increase 
in local currency deposits (around 75.2% of the rise). Household deposits scaled up by LE 89.3 billion to 
be LE 686.7 billion (around 14.9% from a year earlier). Deposits of the public business sector dropped by 
LE 0.7 billion, on the other hand, deposits from private business sector surged up by LE 28.1 billion 
(30.3%), government sector by LE 1.3 billion (2.2%)and external sector by LE 0.7 billion (17.5%). 
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Foreign currency deposits (expressed in local currency) increased in FY 2012/2013 attributed to the 
growth in the deposits of the household sector by LE 22.2 billion to be LE 135.1 billion (around 46.5% of 
total deposits in foreign currencies) at the end of June 2013. As well, the private business inched up by LE 
12.1 billion, the government sector by LE 6.3 billion, the public business sector by LE 3.8 billion, and the 
external sector by LE 0.4 billion. Table 14 shows the deposits at banks by sector throughout FY 2011 to 
2013. 

 
Table14 Deposits at Banks by Sector 

     (LE mn) 

Items Local Currency Foreign Currencies 
2011 2012 2013 2011 2012 2013 

Total 724878 777803 896477 232159 245711 290508
Government Sector 56728 58930 60253 51403 55731 62017
Public Sector 29278 24843 24123 7549 8812 12593
Private business sector 103965 92697 120807 60241 64496 76572
Household sector 532032 597459 686740 109248 112859 135124
External sector 2875 3877 4554 3718 3813 4202

   Source: Central Bank of Egypt 
 
II.B.6 Lending Activity 

 
Table 15 shows the changing in bank loans by sector with local and foreign currency in FY 2011/2012 

and 2012/2013: 
 
Table 15 Change in Bank Loans by Sector 

           (LE mn) 

Items 2011/2012 2012/2013 
Local Currency Foreign Currencies Local Currency Foreign Currencies

Total 36411 (3814) 23705 18679
Government Sector (3576) (2637) (3214) 5405
Public Sector 7021 709 2093 157
Private business sector 19524 107 9329 17484
Household sector 13626 (405) 15767 (274)
External sector (184) (1588) (270) (4093)

Source: Central Bank of Egypt 
 
II.B.7 Stock Market 

The performance of the EGX in FY 2012/2013 (its benchmark index EGX 30) pointed up by 0.9% to 
4752.2 points at end of June 2013 (from 4708.6 points at end of June 2012). In contrast, EGX 20 Capped 
declined 4.4 %, recording 5210.7 points at end of June 2013. EGX 70 moved down, as well, by 

14.7 % to 360.2 points, and so did EGX 100 by 11.9 % to 643.0 points. 
The performance of sectoral indicators varied in FY 2012/2013. The sector of food and beverages 

outperformed the other sectors, with a rise of 56.4%, followed by healthcare and pharmaceuticals (23.9%). 
In contrast, travel and leisure recorded the sharpest decline by 31.9%, followed by financial services 
(excluding banks) by 31.1%.  

Table 16 shows the performance of sectoral indicators in FY 2012 and 2013. 
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Table 16 Sectoral Indicators 
           (Points) 

Sector Sectoral indicators 
June 2012 

Sectoral indicators 
June 2013 

Change in FY 
2012/2013 

Food and beverages 660.22 1032.64 56.4 
Healthcare and pharmaceuticals 1146.5 1420.19 23.9 
Basic resources 319.46 368.73 15.4 
Communications 386.19 444.9 15.2 
Banks 1236.05 1421.41 15 
Personal and household products 378.6 423.37 11.8 
Real estate 669.26 653.33 -2.4 
Construction and building material 1353.96 1305.82 -3.6 
Chemicals 701.4 649.12 -7.5 
Industrial goods and services & cars 927.18 797.03 -14 
Financial services (excl. banks) 418.47 288.49 -31.1 
Travel and leisure 244.97 166.88 -31.9 

Source: Egyptian Exchange (EGX) 
 
C. Public Finance 

The budget for FY 2012/2013 shows that total revenues stepped up by 15.4% to LE 350.3 billion 
(20.0% of GDP), and total expenditures increased at a higher pace to LE 588.2 (33.5% of GDP). Figure 8 
shows the ratios of expenditures, revenues and overall deficit/GDP from FY 2008/2009 to 2012/2013: 

 
Figure 8 Ratios of Expenditures, Revenues and Overall deficit/GDP 
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Source: Central Bank of Egypt 

 
The rise of total revenues in FY 2012/2013 attributed mainly to the performance of both tax revenues 

by LE 43.7 billion (21.1%)  to be LE 251.1 billion, and non-tax revenues by LE 7.9 billion to be LE 94.0 
billion. On the other hand, the total expenditures increased due to the higher amount of payments in five 
main items, namely: 

- Interest payments on domestic and external debt inched up by 40.7% compared to the previous year 
to LE 147.0 billion (36.3% of the increase in expenditures). 

- Subsides granted by the state to low-income brackets pushed up by 26.6% from the previous year to 
be LE 170.8 billion (30.6% of the higher amount of expenditures). 

- Wages and compensation of employees increased by 16.4% from a year earlier to be LE 143.0 
billion (17.2% of the rise in expenditures).  

- Other expenditures stepped up by 13.6% (3.6% of the rise in expenditures) to be LE 35.0 billion. 
- Purchase of non-financial assets (investment) went up by 10.0% to be LE 39.5 billion (around 3.1% 

of the increased expenditures). 
Table 17 presents the Government Fiscal operations from FY 2011/2012 to 2012/2013: 
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Table 17 Public Revenues 
         (LE bn) 

Items 2011/2012 2012/2013 Change (%) 
Total Revenues 303.6 350.3 15.4 
Tax Revenues 207.4 251.1 21.1 
- Taxes on Income and Profits 91.2 117.8 29.1 
- Taxes on Property 13.1 16.4 25.7 
- Taxes on Goods & Services 84.6 92.9 9.8 
- Taxes on International Trade(Customs) 14.8 16.8 13.4 
- Other Taxes 3.7 7.2 95.1 
Grants 10.1 5.2 -48.5 
Other Revenues 86.1 94 9.2 

Source: Ministry of Finance 
 

Table 18 shows the Government Fiscal operations (Public Expenditures) in FY 2011/2012 and 
2012/2013: 
 
Table 18 Government Fiscal operations Public Expenditures 

                    (LE bn) 
Items 2011/2012 2012/2013 Change (%) 

Total Expenditures 471 588.2 24.9%
Wages & Compensations of Employees 122.8 143 16.4%
Purchases of Goods & Services 26.8 26.7 -0.4%
Interest 104.5 147 40.7%
Subsidies, Grants & Social Benefits 150.2 197 31.2%
Other Expenditures 30.8 35 13.6%
Purchases of Non-Financial Assets (investment) 35.9 39.5 10.0%

Source: Ministry of Finance 
Percentages are calculated in terms of LE million 

 
As stated above, the overall deficit of the consolidated fiscal operation of the general government 

reached LE 246.9 billion (14.1% of GDP). The deficit financed basically by domestic sources.  
 

II.C.1 Domestic Public Debt 
Egypt’s domestic public debt counted by the end of June 2013 to LE 1527.4 billion (87.1% of GDP at 

current market prices), mounted up by LE 289.3 during FY 2012/2013.  
Figure 9 shows the gross domestic debt at the end of June 2013: 

 
Figure 9 Gross Domestic Debt at End of June 2013             
                                           (LE bn) 

 
Source: Central Bank of Egypt 
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Net government domestic debt leveled up by LE 270.6 billion (27.3% of a preceding FY) during the 

FY 2012/2013 to LE 1261.1 billion (71.9% of GDP). This expansion was a result of the increased 
balances of treasury bonds and bills by LE 191.1 billion, and the net credit position of the government at 
the banking system of LE 66.5 billion. Furthermore, the government borrowed from other local entities by 
LE 12.3 billion and picking up of issuing Egyptian US Dollar certificates by LE 1.2 billion. Credit 
facilities from social insurance fund (SIFs) declined by LE 0.5 billion. 
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III. Tax Structure 
 

The main source for Egypt’s government revenues is tax. Taxation was a fact of life for all Egyptians 
through history; some scientists found that ancient Egyptians have applied heavy taxes from more than 
3000 years which levied on various kinds of foods. For example the tax imposed on cooking oil and the 
tax collectors would audit household to insure that the appropriate amounts of cooking oil consumed and 
the citizens were not using leavings generated by other cooking processes as a substitute for the taxed oil.1   

In the recent history, Egypt had launched its first tax law no 14 of 1939, this law imposed taxes on 
mobile capitals, revenues commercial and industrial profits and payroll tax. In the meantime, Egyptian’s 
government forced another tax laws (Law no 114 of 1939) to tax agriculture lands; tax law no 44 of 1939 
of stamp tax; then law no 142 of 144 of inheritance tax and law no 99 of 1949 of general income tax. 

By the beginning of 1980s and after the peace agreement with Israel, Egypt tried to strengthen its 
economy and stimulate it by many ways with long run plans. One of these ways is reform tax system by 
imposing new tax laws in direct and indirect taxes such as, new stamp tax law no 111 of 1980; new 
income tax law no 157 of 1980 and replaced by income tax law no 91 of 2005; consumption tax law no 
133 of 1981 and replaced by general sales tax law no 11 of 1991 and property tax law no 117 of 2008. 

The current Egyptian tax structure comprises of both types of taxes; direct taxes and indirect taxes as it 
in figure (10): 

 

Figure 10 Egyptian Tax Structure 
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Egyptian tax revenues from taxes on income and profits, taxes on goods and services, taxes on property 
and custom taxes represents 97.2% of all tax revenues for FY 2012/2013. Figure 11 introduces the tax 
revenue structure of the FY 2012/2013: 

 
  

                                                            
1 “A Brief History of Taxation”, By Samuel Blankson, Page 3” 
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Figure 11 Structure of Tax Revenues for FY 2012/2013 
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Source: Ministry of Finance 

 
Tax revenues developments for FY 2004/2005 to 2012/2013 are in table 19: 

 
Table 19 Tax Revenues Growth 

             (LE bn) 

Fiscal Year Tax Revenues Growth rate Total revenues Total tax / Total 
Revenues 

2004/2005 75.6  110.8 68% 
2005/2006 97.8 29% 151.3 65% 
2006/2007 114.3 17% 205.6 56% 
2007/2008 137.2 20% 248.8 55% 
2008/2009 163.2 19% 282.5 58% 
2009/2010 170.5 4% 268.1 64% 
2010/2011 192 13% 259.6 74% 
2011/2012 207 8% 303.6 68% 
2012/2013 251.1 21% 350.3 72% 

Source: Ministry of Finance 
 

Ministry of Finance carries out the tax laws or amendments or regulations and circulations through its 
separated departments to be submitted from the Parliaments for ratification. Each department has its own 
organization structure, and by law. 

1) Income Tax and General sales tax department, this department is responsible of enforcement of 
income tax law, development fees law, general tax sales and stamp tax. 

2) Custom department is in charge of carrying out the custom tax law. 
3) Real state department, this department is in charge of the enforcement of agriculture and building 

tax law. 
All departments are under the direct control and supervision of Ministry of Finance, but the third 

department is also having another control from the local governments. 
Hereunder is the breakdown of tax revenues department by its revenue relevance: 
 

III.1 Income Tax 
 

Egypt as some other developing countries, income tax revenue is one of the vital sources of country’s 
total revenues, Table 20 shows income tax revenue compared to total tax revenues from FY 2004/2005 to 
2012/2013: 
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Table 20 Income Tax Revenues Growth 
           (LE bn) 

Fiscal Year Total tax revenue Income tax Income tax / total tax 
2004/2005 75.6 34.3 45.37% 
2005/2006 97.8 48.3 49.39% 
2006/2007 114.3 58.5 51.18% 
2007/2008 137.2 67 48.83% 
2008/2009 163.2 79.1 48.47% 
2009/2010 170.5 76.6 44.93% 
2010/2011 192 89.6 46.67% 
2011/2012 207 91.25 44.08% 
2012/2013 251.1 117.8 46.91% 

Source: Ministry of Finance 
 

Table 20 emphasis on the importance and the vital role of income tax against all tax revenues, its 
annual amount is almost 50% of total tax revenues. 

Egypt has launched the income tax Law No. 91 for year 2005 in 11 June 2005, it is effective starting 
July 1, 2005 for personal income. The corporate income tax will be effective starting January 1st, 2006.  

Income tax is levied on the following sources of income: 
(i) Worldwide income from employment or dependent services by the Egyptian government or any 

Egyptian public organization, regardless of the employee’s residence, the place service is 
rendered or the place of payment. 

(ii) The source of income from Egypt paid by Egyptian or foreign firms or by other forms of legal 
entities to any worker resident in Egypt or abroad, in return for services rendered in Egypt. Non-
resident individuals and experts are taxed only on Egyptian-source income 

Residence according to Egyptian tax law, persons who have permanent home in the country and a 
person who resides more than 183 days in Egypt during a calendar year is deemed to be resident in Egypt 
for the tax purposes.2 

 
Income subject to tax on natural persons: income tax is levied on the following types of income: 

 Employment income.  
 Business profits (which includes income from commercial and industrial activities). 
 Noncommercial profits. 
 Income from immovable properties. 

Employment income the tax levied on salaries, wages, compensation awards, overtime pay and all in-
kind fringe benefits. 
 
The following rules apply to the taxation of employment income: 

 Casual workers. 
 Income generated from Egyptian source. 
 Income generated from foreign source for work performed in Egypt. 
 Tax imposed on all salaries and its kinds. 

Income exempted from tax as follows:3 
 Special allowances in-kind for employees (meals distributed to the workers, transportation cost or 

equivalent costs, health care, tools necessary to perform the work). 
 Workers’ share in the distributed profit to the workers according to the law. 
 All compensation received by member of diplomatic and consular corps, international 

organizations, and other foreign diplomatic representatives in the context of their official work. 
 
                                                            
2  Article 2 of the Executive Regulations of tax law states that an individual is considered to have a permanent residence in 

Egypt in certain conditions such as staying more than 183 days; commercial place or office; receive salary from an Egyptian 
public or private source. 

3  Article 13, law 91of 2005, describes in details all permitted exemptions for salaries and its like. 
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Business income: income tax levied on the profits of business income from all activities carried on by 
commercial and industrial entities operating as sole traders, partnerships and limited partnership in 
Egypt.4 The taxable net profits determined on basis of the total profits after Taxable commercial and 
industrial income consists of net commercial and industrial profits derived within a calendar year from all 
business transactions, including sales of assets (after deducting of all business expenses, charges and 
personal allowances).  

Capital gains on dispositions of securities are subjected to income tax but in different two situations as 
presented below:5 

 If the securities are unlisted, the tax imposed on the capital gains from the disposal of securities at 
the normal tax rates. 

 If the securities are listed, the capital gains from the disposal of securities or quotas are subject to 
tax at the rate of 10% with no deduction. 

Resident individual shareholders who do not have any other taxable income from commercial or 
industrial activities should only be taxed on dividend income exceeding EGP 10,000. 

Non-resident individual shareholders will be subject to a 10% withholding tax on gains realized from 
the sale of Egyptian shares (irrespective of whether the business listed or not). 

Capital gains derived from transfer real estate are not subjected to tax unless the real estate is used in 
trade or business. However, if the natural person derived capital gains from one transaction of selling an 
urban land or building, he imposed to 2.5% tax on his gross revenues. 

Exemptions: Article (31) of law 91 of 2005 introduces exemptions permitted under the law as listed 
under: 

 Profits of the land reclamation or cultivation establishments for a period of ten years effective 
from the date of beginning the exercise of activity. 

 Profits of establishments of poultry production, bees breeding, cattle breeding and fattening pens, 
and fisheries projects, as well as profits of trawlers projects, for a period of ten years from the date 
of beginning the exercise of activity; 

  Profits realized from the new projects established by finance from the Social Fund for 
Development. 

 Return from deposits, saving accounts in banks and obtain interest from bonds which are issued 
by the government in Egypt. 

Deductible costs: All costs in general is deductible if it documented. In particular, the following 
specific deductions are allowed: 

 Special deduction for workers (employment income) with LE 7000 per annum. 
 Rental costs of premises 
 Tax depreciation and accelerated depreciation for new machines.6 
 Social insurance contributions and Contributions to pensions and saving funds but with limitation 

of LE 10000 per annum or 15% of the net income, whichever is higher. 
 Interest on loans 
 Social insurance premium payable by the owner 
 Donation to the government or local public units. 
 Donation to non-governmental entities but limited to 10% of the annual net profit. 
 

Noncommercial profession (self-employment): Income tax is levied on noncommercial profits 
derived by professionals or independent persons practicing other noncommercial activities in Egypt 
(lawyer, accountants, artists, writers, etc.) and the work is main element of the activity. 

 
                                                            
4  Article 19 of law 91 of 2005 presents a certain types of income in details. 
5  The law no. 53/2014 amends certain provisions of the income tax law no. 91/2005 and the stamp duty law no. 111/1980. 
6  Article (25) of law 91 of 2005 determines particular tax depreciations rates according to the asset type (building 5%, 10% of 

intangible asset, 50% of computers, 25% of small machinery, 25% of equipment, 25% of vehicles and furniture). In addition, 
article (27) added a 30% of the cost of new or used machines as accelerated depreciation. 
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Deductibles costs: Graduates and members of a professional association about to practice for the first 
time enjoys certain exemptions depend on the profession type.7 
Article (33) of the law demonstrates the deductible costs as follows: 

 Registration fee and its likes 
 Taxes paid for practicing of the profession 
 Pension, life and health insurance. (limited to LE 3000 per annum) 
 Donation to the government or local public entities 
 Donation to non-governmental entities but limited to 10% of the annual net profit. 

Exemptions: 
 Revenues from editing and translating books, religious, scientific, etc. except for whom proceeds 

profits from the sale of printed work 
 Revenue resulting from teaching staff from their books. 

Tax rates are applied to individual and employment income: 
          

Table 21 Tax rates                        
(LE) 

Taxable income Tax rate 
1 – 5,000 0% 
5,001 – 30,000 10% 
30,001 – 45,000 15% 
45,001 – 250,000 20% 
250,000 + 25% 

 
Tax is imposed at rate of 10% on amounts paid and benefits provided to nonresidents performing 

activities in Egypt and on amounts received by resident employees from entities other than their original 
employees from entities other than their original employer. 

Temporary 5% surtax imposed by the law 53 of 2014 and will be levied on the taxable income in 
excess of LE 1 million.8 

 
Real Estate Property Tax 

Tax is levied on the revenues from real estate wealth includes revenue from exploitation of building 
and furnished units. 9 

In determining the taxable revenues yields from real estate, there are two methods, the first method is 
estimating (the estimation guided by law no. 113 of 1939) and the second depends on actual proper 
accounting books. Estimating method uses the following computing methods: 

• Net revenues from horticulture corps and from productive orchards are estimated according to: 
o If the land is leased, the taxable revenue will equal rent value estimated after deducting 20% 

for all expenses 
o If the land is owned, the taxable revenue will equal twice the rent value after deducting 20% 

for all expenses. 
• Net revenues from constructed real estate are determined on the rent (estimation according to the 

tax imposed by law no. 196 of 2008. 
• Net revenue results from furnished units (actual rent value) after deducting 50% for all expenses. 

 
Tax filling and payment procedures 

• Individuals who derived revenues from commercial, noncommercial and real estate must submit 
the annual tax return (self-assessment is the main base). 

                                                            
7 Article (36) of law 91 of 2005 and executive regulations of the law list the profession type and the exemption period.  
8 The temporary 5% surtax will apply for three years (2014 – 2016). 
9 Articles (37, 39, 45, 46) of law 91 and changed amended by law 196 of 2008 (real estate law), determines the taxable revenues. 
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• The tax year is the normal calendar year. The tax returns must be filed before the 1st April. Non-
filers taxpayers and filers after the due date pay 2% of the delayed amount plus the credit and 
discount rate set each January by the Central Bank of Egypt. In addition, non-filers are imposed to 
a penalty from LE 5,000 to 20,000. 

• Individual must notify the tax authority about their new business or professional activities    
within 30 days of starting such activities. 

• The tax return must give details of profits or losses, and must be supported by the relevant books 
of account and documents. 

• Individual taxpayer may request to extend the submission date (up to 60 days). 
• Employees are not required to submit annual returns for the employment income. 
• Companies must withhold salaries tax on a monthly basis and remit such amounts to the tax 

authorities quarterly. 
• Taxes become due within 30 days after receipt of notice of final tax assessment for the tax 

authorities. 
 
Tax Assessment 

Tax is assessed on the return’s taxable income which determined and computed by each taxpayer. The 
tax authority may amend or estimate the tax due depending on additional information or data did not 
included in the taxpayer’s annual return. 

Tax authority may amend an assessment within 5 years from the legal deadline for submitting the 
return and within 6 years if the taxpayer evaded the tax. 

 
Corporate Income Tax 

Resident legal entities are subject to corporate tax on their profits derived worldwide. Non-resident 
companies are subject to tax only on their profits derived from Egypt. Profits from industrial or 
commercial entities are determined based on the revenue resulting from industrial or commercial 
transactions. 

Legal entities: the following types shall be considered juridical persons: 
• Association of capital and partnerships as well as the corporations de facto; 
• Cooperative societies and their unions; 
• Public entities and other public juridical persons; 
• Foreign banks, companies, and institutions even if their headquarter are abroad; 
• Units established by the local government with regard to the taxable activity they exercise. 

 
Residency 

A company considered resident if it is incorporated under Egyptian Law or its management and control 
is exercised in Egypt such as 50% of director’s are resident, board of directors or manager’s meetings 
taking place in Egypt, etc. 10 

 
Deductible costs:  all costs and expenses incurred during the account period according to accrual basis, 
the tax law provide for instances these expenses (rent, depreciation of fixed assets, accelerated 
depreciation, social insurance, salaries and wages and other expenses)11. 
 
Non-deductible costs: 

• Financial penalties and fines12. 
• Interests on loans and debts paid to tax-exempted entities 

                                                            
10 For more details, see law 91 of 2005 
11 For more details, see book (2), part (3) of the law 91 of 2005 
12  Financial penalties as a result of contractual liability may considered deductible expenses 
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• Reserves* 
• Interest loans that exceed the double credit and discount rate that the central bank has declared 

after the tax period and at the beginning of the calendar year. Also, the maximum debt to equity 
ratio to be 4:1, and if the debt exceeds such a ratio, the excess interest is not considered as a 
deductible costs. 

*Provisions and reserves are not considered as deductible costs except for the following: 
• 80% of loan provisions made by banks (required by the Central Bank of Egypt) 
• Insurance companies provision determined by Law No 10 of 1981. 

 
Capital Gains: capital gains on the sale of shares (whether the shares listed or not) should be included in 
the taxable profits with a credit for withholding taxes paid13 
 
Exemptions: 

• 10-year exemption for new agriculture and re-cultivation companies from the date of being 
considered productive. 

• 10-year exemption for new fishing boats organizations, fish farming entities and poultry farming 
companies from the date of being considered productive. 

• Non-profit seeking entities 
• Interest yielded from securities issued by the Central Bank of Egypt 
• When 90% of the dividends income received by an Egyptian resident corporate shareholder will 

be exempt from tax if the shareholder holds at least 25% of the share capital or the voting rights of 
the subsidiary company and the company holds or commits to hold the shares of the subsidiary for 
at least two years.* 

 
Tax rate:  

Corporate income tax rate generally taxed with 25% of the taxable income, however, the tax rate 
temporarily increased by 5% to be 30% on taxable income exceeding LE 1 million. This increase applies 
to corporate bodies for 3 years, starting as of the current period (2014). 

Special corporate tax rates for explorations and production of gas and oil companies taxed by 40.55% 
of taxable income, Suez Canal Authority, the Egyptian Petroleum Authority, and the Central Bank are 
taxed at a rate of 40%. 
 
Filling tax return: 

The taxable year is accounting year. Companies must file a tax return within 4 months following the 
end of the financial year (self-assessment is the main base). Tax mainly assessed on the information 
provided in the tax return. 
 
III.2 General Sales Tax 

 
General sales tax (GST) has introduced by law no. 11 of 1991. GST played a vital role of increasing 

tax revenues and it has an outstanding percentage of the total tax revenues of the country’s budget as 
shown below in Table 22: 
 
  

                                                            
13 * Income tax law 91 of 2005 amended by the law 53 of 2014 (profits from listed shares were exempted before amended by the 
law 53 of 2014). 
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Table 22 Sales Tax Revenues 
(LE bn) 

Fiscal Year Total tax revenue Sales tax Growth rate Sales tax / total tax 
2004/2005 75.6 30.3 14.52% 40.08% 
2005/2006 97.8 34.7 14.52% 35.48% 
2006/2007 114.3 39.4 13.54% 34.47% 
2007/2008 137.2 49.7 26.14% 36.22% 
2008/2009 163.2 62.65 26.06% 38.39% 
2009/2010 170.5 67.1 7.10% 39.35% 
2010/2011 192 75.9 13.11% 39.53% 
2011/2012 207 84.6 11.46% 40.87% 
2012/2013 251.1 92.9 9.81% 37.00% 

Source: Central Bank of Egypt 
 

GST levied on all supplies of services or delivery of goods (manufactured or imported), some 
exemptions being given for domestic fruits and vegetables, as well as diary books and magazines, gas and 
gasoline etc., the tax shall be levied on services stipulated in Table 2 that is law attachment. 

Exports of goods and services subjected to a zero tax rate in accordance with the specified conditions 
and terms provided in the executive and regulations of the law. 
 
Tax rate: 

The standard tax rate is 10%. However, the rates ranging 1.2% to 45% apply to some goods and serves, 
and rates range 1.2% to 10% applies to construction activities. For example, contracts subjected to 1.2%, 
construction civil work taxed by 2.9%, cleaning materials for household taxed by 5%, etc. 
 
Exemptions: 

There is a general threshold for manufacturers and service: 
• Manufacturer is registered when the turnover must equal or increase than LE 54,000 annually. 
• Wholesalers and retailers annual turnover must equal or more than LE 150,000. 
• The general sales tax law introduces many exemptions considering the social and political 

situation. 
• Goods, machinery, services and their raw material components that are necessary for defense and 

national security are exempted from the GST.  
• Foods and medicine are tax exempt (details in Table 1 attached to the law). 
•  Purchases and imports for personal use by foreign members of diplomatic and consular corps. 

 
Tax return: 

The return shall be filled by the registered taxpayer (self-assessment is the main base) and must be 
submitted monthly. The taxpayer should hold a proper books of accounts and records for all transactions 
(at least sales and purchases). Non-filer and late filing face a penalty of 0.5% of due tax computed weekly. 
The tax authority has the right to amend the taxpayer’s return according to any new information did not 
included in the taxpayer’s return. 

 
III.3 Custom taxes 

 
Customs and other import duties are all levies collected on goods that are entering the country or 

services delivered by nonresidents to residents. They include levies imposed for revenue or protection 
purposes and determined on a specific or ad valorem basis as long as they are restricted to imported goods 
or services. As presented in Figure 12, the revenues generated from custom taxation is declining as a 
percentage of total tax revenues due to the trade liberation policy and mutual trade agreements with many 
other foreign countries. 
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Figure 12 Custom Revenue/Total Tax Revenue 
         (%) 

 
Source: Ministry of Finance 
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Egyptian’s present custom law no. 66 /1963 amended by law no. 95/2005 and enacted in 2006. Tariff 

policies in Egypt are formulated by the Ministry of Finance and implemented by the Customs. Egypt 
adopts a port-oriented management mode, checking and inspecting exports and imports directly by human 
focusing and other resources at the passageways there. Under the current custom law, taxes levied 
basically on an ad valorem basis.  

In general, exports goods are exempted from custom taxes and with some exceptions of imports in 
certain circumstances such as: exported commodities, imported raw materials which used in local 
production and exported, and free zone areas.14 

Egypt’s tariff rates mostly between 2% and 40% regarded to the agreement and cooperation with 
International Monetary fund (IMF) and World Bank. 

 
III.4 Real Estate tax 

 
The current law for real estate is real estate tax law no. 196/2008.15 According to the law articles, the 

majority of the property in Egypt is subject to real estate tax. The real estate tax revenue represents an 
important role to the total tax revenues in Egypt. Table 24 provides the real estate tax revenues from FY 
2004/2005 to 2012/2013: 
  
Table 23 Real Estate Revenues Growth 

                (LE bn) 
Fiscal Year Total tax revenues Real Estate tax Growth rate Real Estate/total tax 
2004/2005 75.6 1.03  1.4% 
2005/2006 97.8 1.2 16.5% 1.2% 
2006/2007 114.3 1.8 50.0% 1.6% 
2007/2008 137.2 2.052 14.0% 1.5% 
2008/2009 163.2 3.9 90.1% 2.4% 
2009/2010 170.5 8.77 124.9% 5.1% 
2010/2011 192 9.45 7.8% 4.9% 
2011/2012 207 13.1 38.6% 6.3% 
2012/2013 251.1 16.45 25.6% 6.6% 

Source: Central Bank of Egypt 
 

                                                            
14  For more details about custom exemptions, see law no. 66/1966, law no.95/2005 and law No 8 of 1997 law of investment 

guarantees and incentives Ch. 1, section 2 and Ch.2 
15  The real estate tax law no. 196/2008 supposed to be implemented since 2010, but it has been postponed several times. The law 

became effective from August 2014.  
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In general, the tax rate is 10% on the annual rent value after allowing deduction by 30% from the rental 
value to cover related costs for residential property and 32% deduction for non-residential property.  

Exemptions: residential unit with an annual rental value of less than LE 24,000 is exempted from the 
tax. The real estate’s annual rental value is assessed every five years by the tax authorities.16 

 
III.5 Stamp taxes 

 
Egyptian current stamp tax law is law no. 111/1980 and its amends.17 The stamp taxes levied on legal 

documents, deeds, banking transactions, company formation, insurance premiums, and other transactions.  
The tax rate differs according to the type of documents and the value of the transactions as follows: 
• A document such as contracts, the tax is LE 0.9 for each paper. 
• Percentage stamp tax is levied based on the value of transactions. 
• An annual proportional tax at the rate of 0.4% is imposed on the highest debit balance in each 

quarter of credit facilities and loans and advances provided by Egyptian banks or branches of 
foreign banks during the financial year. The bank and the customer each bear half of the tax. 

• Stamp tax is imposed on advertisements at the rate of 20%. 
 

III.6 Social insurance 
 

Employees must pay social insurance contribution to the social insurance authority; employers must 
deduct the amount of the social insurance from the employee’s salaries and wages on a monthly basis 
economy.  

The social contribution of the employee is 14% of the basic salary up to LE 987.5 per month and by 
11% of the variable payments (bonuses and incentives) up to LE 1,590 per month. 

The social contribution of the employer is 26% of the basic salary (up to EGP 1,012.50) and 24% of 
the variable salary (up to EGP 1,590). 
 
  

                                                            
16  For more details about the exemptions, see Real Estate tax law no. 194/2008 
17  Stamp tax law has been amended by many law and the recent amending done by law 53 of 2014, this law Repeals of the 

stamp duty on securities  and implement capital gains tax on securities 
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IV. Country-Specific Fiscal Issues 
 
Where we are? 

 
The Egyptian economy has sat at the crossroads since the revolution of 25th January, 2011. The 

political and security instability has significantly caused the negative effects on the country’s economy. 
After three years of the revolution, economic recovery has yet to set in. Growth has been held back by 
global slowdown, insecurity and political issues. The Egyptian economy faces many fiscal issues and 
macroeconomic challenges which are summarized as follows:  

 
IV.1 Public Debt and Deficit 

    
Egypt is currently in a state of fiscal lassitude. In the fiscal year 2012/2013, the public debt reached 

unprecedented levels, the domestic public debt amounted to 87.1% of GDP, the external debt accounted 
for 17.3% of GDP; the overall budget deficit was reported a 13.7% of GDP and the ratios of debt service 
to GDP and total revenues were 11.6% and 58.0%, respectively. The government continued to finance the 
growing deficit by borrowing from domestic banks more than external resources due to the size of the debt. 
As a result, the economic growth was sluggish because the government debt crowed out private 
investment and exposed the banking sector to the government debt. The growth rate (GDP) was 2.1% in 
FY 2012/2013 barely above the population growth rate of 1.7% in the same year. These imbalances 
ultimately led to higher unemployment and inflation rates, following stagnancy per capita income. 

 
IV.2 Other Macroeconomic Issues 

 
As things stand at present, macroeconomic picture in Egypt is still beak, unclear and absent of urgent 

reform measures, Egypt’s economic and fiscal health could worsen as pointed out by the financial 
Minister of Egypt.18 The increase of poverty and unemployment rates create a serious challenge for this 
country because the government has to restore the country’s macroeconomic balance (which would 
necessarily entail some sort of austerity measures) without setting off unrest in the streets if such measures 
were perceived, rightly or wrongly, by the Egyptian poor as adding more hardship to their already strained 
daily lives. 

Unemployment among young population continues moving up since the revolution of 2011, the 
unemployment stood at 13.4% in FY 2012/2013 (compared to 12.4% in 2011/2012, 9% in 2010/2011).19 
The elevated level of unemployment rate is critical issue and this obstacles face policy makers in the short 
and medium term.  

Capital flows to Egypt suffered from a sharp declining due to the abrupt decrease in tourist arrivals, 
and Foreign Direct Investment (FDI). Inward FDI grew 20-fold during 2003 and 2007, to reach US$ 13.2 
billion in FY 2007/2008 (8.1% of GDP). Since January 2011, FDI inflows moved back to just above 
US$ 2 billion, representing less than 1% of GDP (equal to the rates in the early 2000s). Although the net 
FDI of FY 2012/2013 received a positive inflow by US$ 3 billion, the net amount of FDI still very weak 
comparing to the FY 2007/2008. 

Furthermore, Lower revenue collection and higher spending led to a widening budget deficit. In FY 
2012/2013 total revenues presented 20% of GDP (19.7% in 2011/2012, 19.3% in 2010/2011) while total 
expenditures were 33.5% of GDP (30.5% in 2011/2012, 29.3% in 2010/2011). The negative results 
between revenues and expenditures continued as a respond to the slow economic activity and social 
spending needs to be increased, while banks find difficulty to finance the persistent large deficit and debt 
rollovers. 

                                                            
18 Article in Reuters, Sun Apr 27, 2014, “Egypt sees deficit at 14-14.5% of GDP next fiscal year” 
19 Source, Egyptian Ministry of Immigration and Labor force 

111 

 



As a result of listed macroeconomic issues, the international reserves retreated in FY 2012/2013 by 
3.9% to be US$ 14.9 billion (covering 3.1 months of merchandise imports). The country's foreign 
currency reserves are less than half of what they were before the January 2011 uprising. Inflation reached 
9.8% in FY 2012/201320 compared to 6.3% at the first quarter in the same fiscal year. However, since the 
beginning of 2013, the CPI inflation rate has been increasing once more, reaching 11.7% in the third 
quarter of FY 2013-14. Inflation therefore remains a risk for the Egyptian economy. 
 
  

                                                            
20 Source: Egyptian Ministry of Finance. 
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V. Conclusion 
 

  Throughout all fiscal and macroeconomic policies from FY 2010/2011 to 2012/2013, it is clear that 
Egypt has critical issues fueled by the security and political uncertainty. The slowdown in the world 
economy is one of the main hurdles faces Egypt’s economy to be recovered and maintain a sustainable 
growth rate in short-term and mid-term macroeconomic policies. 

In order to maintain macroeconomic stability, Egypt’s government must restructure the country’s 
budget to get a clear vision of real budget deficit, and improve the use of government’s expenditures. The 
authorities in Egypt should start in the short and medium term policies such as: 

 
• Restructure the heavy subsides in the country’s budget to decrease the slope of Egypt’s budget 

deficit (in FY 2012/2013, about oil subsidies were 50% of total revenues). The still enormous list of 
Egyptian subsidies, particularly for energy (6% of GDP), is unsustainable in the long term. Prices 
for gasoline, propane (the main cooking fuel), and other fuels need to become more market-based. 
This will be universally unpopular, and so must be phased in slowly. Of course, movement on 
subsidy reform is also important to reach an agreement with the IMF (Loan required from IMF), 
and in turn would give another positive signal to investors. 

• Tax reform is needed to meet the elevated expenditures, considering the administrative capacity and 
ability to achieve the government’s objectives. Turning from general sales tax to Value Added Tax 
will contribute to the total tax revenues and easement the administration process. In addition, 
expanding the use of e-tax among taxpayers and tax administration will have a positive effect on 
reducing the cost of tax compliance. Furthermore, elevating the individuals’ threshold to meet the 
legal minimum wages can gain the trust of taxpayers and make the tax law faire as it expected to be. 

• Expand social policies to encourage and improve business environment and boost investment. 
• Social expenses on health, education and infrastructure are needed in order to release the political 

pressure on the economy and mitigate the negative effects of poverty, unemployment, and inflation 
on low income people. 

• Labor-intensive industries and exports are important to stimulate the Egypt’s economy and youth. 
Egypt can encourage investment in industries such as clothing and horticulture products and export 
labors intensive goods. 

• Transparency and business environment is the key of sustaining inclusive growth in the medium 
and long terms. 

• Financial market: Egypt did not issue any new license in bank sector from 1979 as well as insurance 
sector which has an influence on investing marketing by limiting the source of finance on just few 
numbers of banks. The governmental banks (Masr, Al Ahly, and Cairo banks) control around 40% 
of the financial market. The current financial market is effective just in financing the government 
deficit but this movement mitigates the role of attracting new investments to the economy. The only 
way for private banks to enter the financial market is to takeover existing banks but there is no sign 
that the government has the intention to privatize any of the existing banks. 

• As a fact, reforming policies are not enough to save Egypt from its economic crisis. Without strong 
capacity of administration, reforming policies will not achieve results as expected. Management 
with high qualities employees (performance-evaluation, reward system, training programs, etc.) is 
able to access resources efficiently and effectively.   

•  
Domestic and external factors have negative effects on Egyptian economic performance. Since 2011, 

uncertainty and turmoil generated by political transitions has hampered the country’s growth. In addition, 
the lower global growth, euro zone, Syria and Libya spillovers are considered as key factors of increasing 
the unemployment and inflation rate especially for commodity price. 
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In August 2014, the president of Egypt called upon Egyptian citizens to finance long-planned 
expansion of the Sues Canal (as a national project), money poured in.21IMF evaluated this action as an 
important step of optimistic future of the Egyptian economy and expected growth in FY 2014/2015 by 
3.8%; inflation rate 8.5%; and revenues to increase through wide range reform started from 2013.22  

 
  

                                                            
21 Source: https://www.imf.org/external/np/sec/pr/2014/pr14538.htm 
22 Changes in tax laws have mentioned at the tax structure section. 
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