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 Egypt has proven to have one of the most resilient emerging market economies 

on the globe in the face of the crisis sparked by Covid-19. Real GDP growth 

eased to an estimated 1.2% in 2020, from 5.7% in 2019. However, the Egyptian 

economic recovery has not yet gained traction, with the latest PMI figures 

reflecting a measured start to the new year. We expect the economy to expand 

by just over 3% in 2021, with a softening in consumer demand following a 

remarkable, policy-induced performance over the past two years. 

 Optimism following a solid start to the country’s vaccination drive has now been 

tempered. The pace of inoculation has disappointed and Egypt is still a long way from 

vaccinating a significant proportion of its population. Meanwhile, signs of a third wave 

of infections are emerging, which, coinciding with the holy month of Ramadan, could 

necessitate a tightening in restrictions in coming weeks.  

 Demand-side pressures will remain benign for the better part of 2021, which will keep 

a lid on core prices. Even with high exposure to global food price movements, we 

expect headline inflation to average 6.3% this year – within the target range. The 

acceleration in headline price growth is entirely attributable to supply -side factors. 

 Government revenue has surprised to the upside but broader tax reform efforts have 

taken a knock following the delay in the property registration law. We expect the fiscal 

deficit to remain largely stable as a proportion of GDP this year, with public debt 

breaching the 100% of GDP threshold before the end of 2021. Egypt’s successful 

Eurobond issuance in February and the more recent issuance by Ghana suggest that 

there is still strong appetite for high-yielding emerging market debt.  

For a more in-depth explanation of the various risk measures, please see our 

measurement methodology.
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Macro Environment  

Recovery not yet gaining traction 

Despite initial progress made in the vaccination campaign, 

we remain cautious in our assumption for a recovery, 

especially with warnings of a third wave Covid-19 infections 

on the horizon. Our real GDP growth forecast reflects the 

following factors: 

• A gradual easing in consumer demand: Consumer 

spending is expected to soften over the next two 

years following a remarkable performance last year. 

Egypt boasts a large consumer market but struggles 

with weak labour market conditions and high youth 

unemployment.   

• An uptick in real exports: As Covid-19 restrictions in 

key trade partner countries ease amid the roll-out of 

vaccinations, we expect real exports to gradually 

recover. High reliance on imports of capital, energy, 

and consumer goods will keep the current account 

balance in deficit territory. 

• Recovery in investment: An improving investment 

environment thanks to reforms, notably for foreign 

investment, should foster a pick-up in investment as 

conditions normalise. Unfair competition from state-

owned enterprises will, however, weigh on the 

development of a more sophisticated private sector.   

• Easing government consumption: Fiscal 

consolidation efforts will necessitate spending 

reprioritisation and improved revenue mobilisation. 

Undertaking large public investment projects will have 

to be counterweighed by a reduction in government 

consumption. 

Political developments 

On the political front, President Abdel Fattah Al-Sisi’s 

government maintains a very firm grip on power, but it might 

be less firm than is possible to ascertain from tightly 

restricted reporting. Generally, our concerns still take the 

form of longer-term problems that could emerge 

simultaneously at a time of exceptional social stress. We 

continue to think that rights issues will not materially affect 

the relationship with major Western partners – the US, 

France and Italy especially – as Cairo remains a major 

purchaser of arms from these countries. Repression does 

contribute to long-term political risk at home, however, and 

can result in reputational risk for companies investing or 

operating in the country.
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Deeper dive  

Consumer spending 

Cairo is by far Africa’s largest city consumer market, with an 

estimated 5% of total household spending on the continent 

taking place in that city in 2020. Our latest estimates put 

total consumer spending by Cairenes at just under $80bn in 

2020. Alexandria is estimated to be the second-largest 

source of consumer spending in North Africa. Another 

Egyptian city, Mahalla el-Kubra, took the title of highest 

spending per capita in North Africa last year, estimated at 

around $5,380. Looking ahead, spending growth will be 

concentrated in the smaller cities of Suez (projected at 

around 6.5% p.a. in nominal US dollar terms over the next 

decade) and Port Said (6.4% p.a.).  

Industrial activity 

Egypt has a diverse industrial base. The sector is a 

drawcard for foreign investment as the country has a 

massive domestic market, is geographically well-positioned 

and the workforce is skilled and competitively priced. Our 

latest industry forecasts suggest that manufacturing output is 

expected to expand by 2.9% in 2021, driven by growth in the 

food and beverage sector. Construction activity is also 

expected to be strong, with spillover impacts to building 

materials. The fastest growing industrial sectors over the 

next decade are expected to be basic metals and high-tech 

goods, both of which we expect to expand more than 6% 

annually over the next five years. The slowest growing 

sectors include wearing apparel, textiles and leather goods. 

Tourism  

The tourism sector was devastated last year and 

government efforts to get the sector back on its feet in 2020 

H2 did little to cushion the blow. The number of overnight 

tourists visiting Egypt fell by nearly 80% last year, while 

spending by tourists dropped by just over 70%. Despite a 

more modest fall in domestic travel, the importance of 

international travel means that the sector’s broader 

contribution to employment dropped from nearly 10% in 

2019 to under 4% last year. While we expect tourism 

spending to increase by around 46% this year, the sector is 

only expected to recover to 2019 levels by 2024. A quicker-

than-expected inoculation drive, domestically and in key 

tourist markets, would result in a favourable adjustment to 

these forecasts. 
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Background 

Economic development 
 

Real GDP growth averaged 7% p.a. during 2004/05 - 2007/08 FY, up from an average of 4% p.a. in the previous three 

years thanks to an improvement in business confidence following several structural reforms. With the rising importance of 

the natural gas industry and a sharp pickup in both domestic and foreign investment, the government was hoping to 

sustain growth at around 6% - 7% but the global recession cut growth to 4.7% in 2008/09 FY as the main sources of 

foreign exchange inflows slowed. With its large domestic market and low reliance on foreign capital shielding Egypt from 

the global downturn, economic growth picked up again in 2009/10 FY to over 5% but then domestic political upheavals 

cut the pace to just 1.8% in 2010/11 FY, with growth averaging 3.2% p.a. during 2011/12 - 2015/16 FY. Reforms helped 

to lift growth to 4.2% in 2016/17 FY, underpinning the momentum shift towards more sustainable economic policies, 

although this was slightly down from 4.3% in the previous year due to a slowdown in the growth of private consumption 

and government spending. Economic growth rose further to 5.3% in 2017/18 FY and 5.6% in 2018/19 FY thanks to 

renewed exports and investment, but energy subsidy reforms and rising inflation continued to weaken consumpt ion 

spending. Real GDP growth slowed to 3.6% in the 2019/20 FY, as the Covid-19 pandemic took its toll on the economy. 

Structure of the economy 

The economy is well diversified with some of the most important subsectors being hydrocarbons, manufacturing, tourism, 

financial services and construction. Moreover, the Suez Canal and remittances are important sources of foreign exchange 

earnings. The government also continues to have a large presence in the economy. In fact, the public sector accounts for 

40% of GDP. Nevertheless, the state’s involvement is highly concentrated in a few sectors such as oil and gas (where the 

Egyptian General Petroleum Corporation dominates the sector), water, sewage, electricity, financial services, insurance 

and social security. In turn, the agricultural, mining, construction, transport, telecoms, retail, tourism and real estate 

sectors are mainly operated by the private sector. 

Balance of payments 

Egypt maintained a balance of payments surplus during most of the 2000s while reserves rose strongly. Despite a return 

to a current account deficit in 2008-09 and lower FDI inflows as a result of the global recession, the overall balance of 

payments remained in surplus and reserves were back above $35bn at the end of 2010. However, pol itical turmoil since 

the start of 2011 caused FDI inflows to dry up and hit tourism hard, pushing the balance of payments back into a large 

deficit, with reserves down to less than $15bn in mid-2013, before recovering to around $20bn in 2015 due to substantial 

inflows of Gulf Cooperation Council (GCC) aid. Since then, GCC aid has slowed, but large loans from foreign 

governments and multilateral organisations helped to shore up reserves. The current account deficit has narrowed from a 

recent peak of just under 7% of GDP in 2016 to an estimate of just under 4% of GDP last year, while external debt is 

steadily trending towards 40% of GDP. 

Policy and politics 

Political stability over the last 30 years came to an abrupt end in 2011. Following the uprising in Tunisia that saw its 

president swept from office, a similar surge of ‘people power’ led to the ousting in February 2011 of the 82 -year old 

President Hosni Mubarak, who had ruled since 1981. After a messy year under military rule, the Muslim Brotherhood took 

power when Mohammed Morsi was elected president in 2012. The government’s disastrous rule, characterised mainly by 

attempts to Islamise society, resulted in anti-Morsi demonstrations and the army’s ousting of the president in mid-2013. 

The defence minister at the time, Abdel Fattah Al-Sisi, was elected president in a landslide victory in May 2014. Since 

then, protest action has cooled, but the terror threat has risen, and the government’s authoritarian inclinations are pushing  

up longer-term risks. Mr Sisi was re-elected in March 2018 with 97% of the vote. His authoritarian inclinations have limited 

protest action, but subsidy cuts, tax increases and other policies that prompt popular opposition may change the dynamic . 
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Geography KF_NKCAE_Egypt-Map

Area:
Total: 1,001,450 km²; Land: 995,450 km²; 

Water: 6,000 km² Egypt-Map

Climate:
Desert; hot, dry summers with moderate 

winters Egypt

Terrain:
Vast desert plateau interrupted by Nile valley 

and delta

Source: CIA

Demographics KF_NKCAE_Egypt-Map

Population: 100,370,500 (2019 est.) Egypt-Map

Population growth rate (%): 2.00% (2019 est.) Egypt

Life expectancy at birth: 73.2 years (2018 est.)

Languages:
Arabic (official), English and French widely 

understood by educated classes

Adult literacy rate (%): 80.8% (2017 est.)

HIV/AIDS adult prevalence: <0.1% (2018)

Population below poverty line: 27.8% (2016 est.)

Sources: CIA and World Bank

Politics
Head of state: President Abdel-Fattah el-SISI

Head of government: Prime Minister Sherif ISMAIL

Capital: Cairo

Independence: 1922 from Britain

Political system: Government heavily influenced by military

Next presidential election: 2022

Next legislative election: 2025

Currency: Egyptian pound

Corruption perceptions index 2020
Score

Developed economies (average) 74.29

Emerging economies (average) 38.58

Egypt 33.00

Africa 32.46

Source: Transparency International

Scoring system  100 = highly clean, 0 = highly corrupt

Natural resources:

Petroleum, natural gas, iron ore, phosphates, 

manganese, limestone, gypsum, talc, 

asbestos, lead, rare earth

Land use:
Agricultural land: 3.6%; forest: 0.1%; other: 

96.3% (2011 est.)
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