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PREFACE

The Egyptian Economic Monitor, a quarterly publication of the Ministry

of Finance, provides a comprehensive overview of Egypt's economic health and
performance. The objective is to spread knowledge of the Egyptian economy and
make the business environment more transparent and

predictable.

The Monitor comprises three sections: Sections | and [l feature up-to-date
developments in the economy and Section Il provides supplemental data in the
form of appendices. Section |, Overview of the Egyptian Economy, combines
domestic and global perspectives on the performance of the domestic economy.
Sections 1.1 and 1.2 discuss Recent Trends and Government Finances. Section 1.3,
Challenges and Opportunities Ahead, attempts to provide a broad diagnosis of
domestic opportunities and challenges. Section 1.4, Global Challenges to the
Domestic Economy, seeks to place recent economic developments in the context
of global challenges. In Section Il, Egyptian Economy Watch, key economic
indicators are documented with graphs and short captions to give readers a quick
reference point,

There are five appendices in Section lll: Appendix A and Appendix B contain fiscal
data and other statistics (historical data can be found at the Ministry of Finance
website www.mof.gov.eg); Appendix C presents economic news; Appendix D gives
an account of new economic legislation; and Appendix E provides definitions of
key terms used in the Monitor.



EXECUTIVE SUMMARY

The Egyptian economy is performing at its stron-
gest level since the beginning of the millennium,
expanding at 5.1 percent in 2004/2005, compared
to 4.2 percent over the previous fiscal year and
3.4 percent during 2000/2001. The solid recovery
is pursuing its course into 2005/2006. Data for the
first half of the fiscal year (July-December 2005}
reveal that growth has picked up to 5.8 percent
compared to 4.5 percent during the correspond-
ing period in 2004/2005. Equal contributions
from a sustained external impulse and a buoyant
domestic demand underlined the recent growth.”
Inflation rates continue their downward trend’ in
spite of the robust economic performance and
escalating oil prices. As a net exporter of oil, Egypl
stands to benefit greatly from rising energy costs.
Gains from underlying structural improvements,
discussed in Section 1.3 and presented briefly be-
low, have also helped offset the negative impacts
of higher petroleum prices.

Egypt’s public finances remain under control,' and
its external position remains strong despite a small
narrowing of the current account surplus and

a slight widening in the trade deficit.” The brisk
growth experienced in major industrial countries
and China, new trade agreements between Egypt
and other countries (e.g., Qualified Industrial
Zones (QIZs) with the US, free trade agreement
with Turkey) and the deepening of already exisling
arrangements are all serving to uphold the external
sector’s healthy performance.

Looking ahead, the outlook for Egypt, as for many
developing countries, will depend on develop-
ments in tﬁe world economy as a whole. Whether
the outcome is positive or negative hinges on the
challenges to the domestic economy by a num-
ber of external factors, including: (i) the rate of
Chinese economic expansion; (ii} oil prices; (iii)
world inflation and interest rates; (iv) the course of
current account imbalances; and (v) the value of
the US dollar. These challenges are the main focus
of Section |.4.

However, the risks to the Egyptian economy ap-
pear balanced. With the economy in recovery
mode and the fundamentals on solid ground,

the risk of a significant slowdown is not a major
concern. Market conditions in Egypt, notably
domestic demand, macroeconomic policies, and
the confidence of businesses and investors in the
economy have become stronger over the past two

Sese Sexction 1 Egyptian Eoonmny Watch
Ixidd
C See Section I Egyptian Ecommmy Wiitih
* See Section [ Egyptian Economy Watch
' See Section | Egyptian Ecoromy Waich

years — cushioning against the potential deterio-
ration in the external environment — and should
continue lo produce growth in the medium term.

Concerning domestic demand, a number of im-
portant structural and institutional changes in the
trade and fiscal areas" are helping reinforce the
domestic stimulus. Starting in September 2004,
the Government initiated significant tariff reduc-
tions, adopted a number of trade facilitation mea-
sures and implemented large-scale improvements
in customs administration. In addition, a new tax
code that reduces personal and corporate taxes by
50 percent was passed in June 2005. The imple-
mentation of the new tax law is being supported
by aggressive efforts to modernize Egypl’s tax
administration. All these reforms are expected to
translate into faster growth and adequate employ-
ment. Thus, while external demand has played a
crucial role in bolstering the economy during the
past two years, the recent increase of domestic
demand should help counter any negative exter-
nal factors, and should make the economy more
resilient to adverse global developments in the
medium term.

Strong growth rates in 2005/2006 are also likely
to depend on the effectiveness of macroeconomic
policies and their capacity 1o (i) adapt to a more
globalized environment and (ii] make the environ-
ment more favorable for the private sector 1o drive
economic growth. The most recent data indicate
that the private sector accounts for most of the
growth in consumption demand,”

With respect to the confidence of entrepreneurs
and investors, a major feature ol economic de-
velopments in Fiscal Year 2004/2005 has been

a pronounced revival of business confidence as
the economy entered a period of rapid, healthy
growth. Improved confidence Eluiu.:lclvj.F led to bur-
geoning foreign investment and a booming stock
market. This helped boost business investment and
suggests that economic growth may approach 6
percent in 2005/2006.

As we continue 1o improve the Egyptian Economic
Monitor, we will gradually provide our readers
with deeper economic analysis and a wider cover-
age of policy issues. We also hope that our read-
ers will help us, through their continued feedback
and in the spirit of a public-private partnership. to
make this publication more useful and interesting.

Y See Section L3 Challeoges and Opportomities Abead, and previoos i
ol the Egyptian Economic Maniior avallalbe a0 wasw mol goveg.
S Seclion 1l Egyptian Economy Walch
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1.1 .. RECENT DOMESTIC TRENDS

The solid economic recovery in 2003/2004
has pursued its course into 2004/2005 and
the first half of 2005/2006.

Between fiscal years' 2000/2001 and 2002/2003,
the Egyptian economy grew sluggishly at an aver-
age rate of some 3.2 percent, the lowest growth rate
in more than a decade. The slowdown was due to a
series of external economic shocks at the beginning
of the millennium: the fallout of September 11, oil
price shocks, the bursting of the equily price bubble,
the abrupt slowdown of world trade in 2001, and
regional contlict,
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Economic activity recently witnessed a turnaround
however, GDP growth rates accelerated to 4.2 per-
cent in real terms in 200372004 and to 5.1 percent

in 2004/2005 (Figure 11.1). As projected in previous
issues of the Monitor, economic growth is maintain-
ing a faster pace during the course ot 2005/2006, as a
result of the recently implemented bold trade and tax
reforms.” Data available for the first hali of the new
fiscal year 2005/2006 contirm that the GDP growth
rate increased to 5.8 percent compared to 4.5 percent
during the corresponding period of 2004/2005, The
continued stimulus from revived business confidence
and the booming stock market augur well tor a firm 6
percent expansion rate during the full yvear, especially
as the second quarter of the fiscal year (October

- December 2005}, showed accelerated growth of 6.4
percent compared to 5.3 percent during the preced-
ing quarter.

A fiscal yiuer stanty July and ends June
See provious ssues of thie Egvprian EConomic Mondor 41 www.mol.gov.eg
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The recovery during 2003/2004 was led by
external demand...

Most of the growth momentum in 2002/2003 and
2003/2004 had been derived from the external sector
(Figure 11.1; Tables 1.2 & 1.3), During these two years,
the contribution of external demand to GDP growth
2.1 percent and 4.2 percent respectively] had been
cansistently driven by export revenues, increased
receipts from the Suez Canal, resurgent tourism,

and improved confidence. During the same period,
the contribution of domestic demand to economic
growth was more timid (Figure 11.1) as a result of slug-
gish consumption and slow capital formation (Figure
11.2).

..while growth in 2004/2005 was
underpinned by equal contributions of
external and domestic demands.

The share of domestic demand in GDP growth more
than doubled from 2.3 percent in 2003/2004 to
nearly 5 percent in 2004/2005, while the contribution
of external demand to GDP growth during the same
period saw a smaller growth, from 4.2 percent to 5.1
percent (Figure 11.1).

Domestic demand gathered speed sharply as a spill-
over effect of the external impulse sustained since
2001/2002, and in response to tariff reductions which
became effective in September 2004, The domestic
impulse was largely driven by consumption demand
which contributed 4.6 percent to GDP growth in
2004/2005 compared to 1.75 percent in the previous
vear. The contribution of consumption to GDP growth
is still however below its level in 2001/2002 (Figure
1.2).
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Meanwhile, investment demand is also showing signs
of recovery, albeit at a slower pace than consump-
tion demand. In 2004/2005 its contribution to GDP
growth was 1.5 percent compared to 1 percent in the
previous year (Figure 11.2; Tables 1.2&1.3). The strong
growth in consumption demand is likely to trig-

ger strong secondary effects on investment. Thus as
capital formation increases in response 10 economic
policies that target domestic demand and economic
growth, we should see a more robust growth in in-
vestment demand in 2005/2006.

External demand has played a crucial role
in bolstering the economy during the past
two years, but it is the strength of growth
in domestic demand, particularly invest-
ment demand, that will essentially deter-
mine the resilience of economic growth in
the medium term.

The Government implemented a number of impor-
tant fiscal measures that helped strengthen domestic
demand. September 2004 saw significant tariff reduc-
tions that were followed by a second round of cuts in
December. Other measures include ongoing customs
reforms and a new tax code’ that was passed in June
2005. The new law reduced personal and corporate
taxes by 50 percent. These cuts that took effect in July
2005 should serve to raise disposable income during
2005/2006, and further boost domestic demand.

Furthermore, while a possible deceleration in global
growth coupled with the appreciation of the pound
could dampen growth in the external sector during
the new fiscal vear, there should be no significant
impact on either tourism or the Suez Canal receipls.

The macro-economy was more favorable to
private sector led growth in 2004/2005. As
a result, private sector growth will domi-
nate the uptake in consumption demand.
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Sev Appendix D for main highlights of the new rax ln

Although private sector growth was negatively affect-
ed by the economic slowdown during the early years
of the millennium, the acceleration of consumption
demand since 2002/2003 (which has carried into
2004/2005) is owed mainly to a stronger private
sector. As public sector consumption weakened, its
contribution to total consumption growth grew slowly
from 0.4 percent in 2001/2002 to a mere 0.6 percent
in 2004/2005. Thus In real terms, total consumption
is almost exclusively driven by private consumption
demand (Figure 11.3; Table 1.3).

In the meantime, inflation rates are still
falling ...
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Inflation rates have maintained a single digit rate
since January 2005, CPI inflation continued to slide,
reaching 4 percent in February 2006, compared to
6.3 percent in February of last year. The drop in WPI
inflation is even more pronounced. WPI rates fell
from 21.7 percent in February 2004, to 6.3 percent
in February 2005 to 1.29 percent in February 2006
(Figure 11.4). The continued drop in the inflation rate
suggests that the exchange rate has stabilized.

In addition, ongoing monetary policy reforms*—in-
cluding steps towards anchoring inflation expecta-
tions— will enable the Central Bank to deal with
inflationary pressures more efficiently.

... as the pound stabilizes ...

Ser- Appendix C: Economic News and previous issues of the Egyptian
Econamic Monitor available at W“W.lﬂilfagﬂ'l’-ﬂ'ﬂ*
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After the announcement of a free float in January
2003, both the nominal and real effective exchange
rates fell significantly, reflecting a real depreciation of
the pound, and increased competitiveness (Table 11.1;
Figure [1.5).

... in response to a number of factors. Two
key ingredients were:

the establishment of an interbank market...

The launch of a formal and active interbank market
for foreign exchange in December 2004 served to
create a liquid foreign exchange market and to con-
verge the official and parallel market rates. In addi-
tion, confidence in the economy has spurred substan-
tial inflows of private foreign capital that supported
the accumulation of reserves and the repayment of
external debt. The real effective exchange rate has
thus shown signs of appreciation since December
2004 (higure 11.5)

...and the elimination of surrender
requirements.

The Prime Minister issued Decree No. 2059/2004 re-
scinding Decree No. 506/2003 that required export-
ers to surrender 75 percent of their foreign exchange
proceeds, This step helped enhance the liquidity of
the market because it gave confidence to the inter-
national community that Egypt will pursue sound
economic policies that preclude the need to use such
a restriction.

Egypt’s external debt position continues to
be strong ...
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Egyplt's total external debt in terms of net present
value has declined from US$29.9 billion in 1991

to US$24.3 billion in September 2005, Its maturity
structure is favorable, with short term debt constitut-
ing less than 5.9 percent of total external debt (Figure
11.27; Section B: Table 4.2). As a percentage of GDP,
foreign debt stood at 30 percent in June 2005 com-
pared to 38 percent in June 2004. Debt service, as a
percent of current account receipts and ol exports of
poods and services, was 7.9 percent and 9.4 percent
respectively in June 2005, down from 9.2 percent and
10.8 percent a year earlier (Table I1.1),

... and the fiscal deficit continues to be
under control.

Annual Budpet Sector Deficit (2001 GFSJ
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The budget deficit according to the new IMF 2001
GFS classification standard (modified to cash prin-
ciples)’, is expected to increase from 9.5 percent in
June 2005 to only 9.7 percent In June 2006, r![:-qpi:[{:-
lariff reductions implemented in September 2004,
and tax rate cuts of 50 percent implemented as of last
July 2005.

see Appendix C: Economic News
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The budget deficit is projected to rise by only less
than half a percentage point during fiscal year
2005/2006 (Appendix A: Table 1.1). The projected
increase in the deficit is explained by a number of
factors: (i) the continued drop in customs receipts in
response to the September 2004 tariff reductions; (ii)
the expected decline in income tax proceeds follow-
ing tax cuts that became effective in July 2005 (Figure
[1.10); and (iii) the treatment of petroleum subsidies as
explicit expenditure items.

Data for the first half of the fiscal year (July-December
2005) confirm that income and customs tax receipts
have picked up beyond their levels in the correspond-
ing quarters of the previous years, despite the rate
cuts (Table 1.2.1; Figure 11.9).

After a period of sluggish growth, total rev-
enue growth is outperforming expenditure
growth in 2005/2006 as confirmed by data
for the period July-December 2005 com-
pared to July-December 2006.
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As the economy expands and the taxable base wid-
ens, the contribution of both income and sales tax
proceeds to total revenues and GDP growth should
witness signiticant increases. Tax reductions, coupled
with ongoing improvements in tax transtormation,
should increase FDI flows even more, as well as man-
ufacturing exports and manufacturing value added.”

Meanwhile, public and government debts
remain manageable.
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With more reliance on non-inflationary financing
since 1999/2000, net budget sector and general
government debts have slightly increased. Relative to
GDP, net budget sector debt was some 65.1 percent
in June 2005 compared to 60.4 percent in June 2004.
During the same period, net general government debt
was 51.8 percent of GDP compared to 46.8 percent
(Figure IL11).

As the expected economic recovery takes hold and
growth rates strengthen, domestic debt ratios will go
down. Egvpt’s debt dynamics will benefit from ex-
pected strong nominal GDP growth; the resumption
of privatization; and the stabilization of the exchange
rate. Furthermore, better tax compliance under the
new simplified tax system could help improve the fis-
cal position and public indebtedness.”

The improvement in the competitiveness
of the Egyptian economy will be further
spurred by recent trade reforms.

LUNCTAD (United Natlens Conference on Trade and Development). April
2005, Note on Country Experiences with Tax Flarmonization

Fitch Ratings. lanuary 2005, Arab Republic of Egypt: International Creit
Lipdate.
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Exports growth rates have been on an upward trend
since 2001/2002 (Figure 11.13). The competitiveness
of Egypt's exports was prompted by the devaluation
of the pound in 2003. In nominal terms, exports
increased by 32 percent during 2004/2005 com-
pared to 27.4 and 15.2 percent in 2003/2004 and
2002/2003 respectively. While the deceleration in
global growth, the continued rise in oil prices, and
the recent appreciation of the pound® could slightly
dampen the demand for merchandize exports, ongo-
ing trade and fiscal reforms are expected to stimulate
export-oriented growth.

Egypt’s external position continues to
be strong despite a small narrowing of
the current account surplus and a slight
widening in the trade deficit.
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Higher investment demand associated with the
September 2004 reduction in tariffs and the recent
recovery in economic growth rates was reflected in a
rise in imports (32 percent in 2004/2005 compared to
23.4 and 1.3 percent respectively in 2003/2004 and
2002/2003). The rise in the current account surplus
during the past four years has been driven by a signifi-
cant improvement in the services balance. The fall in
the value of the Egyptian pound has made Egypt an at-
tractive tourist destination (Figures 1113, 1121 & 11.22).

" The Egyptian pound has appreciated by some 8 percent since December
20,

The robust growth in imports could increase pressures
on the trade deficit. However the services surplus
should remain unaffected (the appreciation of the
pound should not have a significant impact on either
tourism or the Suez Canal receipts), and should more
than make up for any pressures on the trade balance.
The current account therefore remains in surplus,
standing at 3.3 percent of GDP during 2004/2005
compared to 4.4 percent in 2003/2004 (Figure 11.23)

Thus as 2005/2006 began, the foundations for a sus-
tained economic expansion were already in place. In
response, a positive market sentiment has prevailed,
pushing the stock market up. By end-March, the
CASE-30 index was 6,767.6 versus 3,918 by end-
March 2005, despite the drop that followed the Gulf
stock market crisis in mid-March (Figure 11.42).

Turning to the stock market, the trend
throughout the year has been bullish.
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The bullish performance was driven by the continued
improvement in the external accounts, expansionary
fiscal policy (through tariff and tax cuts), and rapid
and successful privatization.” More recently the stock
market received an extra boost following the re-
newal of the tenure of the reform-oriented Economic
Team for another term.'” The upturn in equity prices
forestalls a business recovery in anticipation of the
imminent upturn in activity and profits. It should also
help to hold down the cost of capital and support
increased investment and growth.

' Sep Appendix C: Economic News for more details on privatization and
the recent Telecom 1RO,
" For more details, refer to Appendix C: Economic News.
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Optimism and restored confidence in the
economy has helped the CBE build up its
NIRs...

Net International Reserves (NIRs)
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The CBE continues to build its net international
reserves (NIR), which at LIS$22.4 billion in Febru-
ary 2006 have surpassed the 1997 record level of
LUS$20.3 billion. The robust NIR position owes to a
strong current account and to the real depreciation of
the pound (despite a recent appreciation of 8 per-

cent), which served to increase the {'{_Jmp{--litix-'mmfaa Ol

Egypt's exports of goods and services (Figure 11.12).

... and suggest that there is significant
scope in attracting FDI to Egypt.
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The recent policy initiatives in the areas of trade
reform, taxation and revived privatization have been
directed towards realizing Egypt’s potential in at-
tracting FDI. Privatization will extend to the banking
sector as part of a broader financial sector restructur-
ing plan. Recent leadership changes in the General
Authority for Investment (GAFI) also bode well for
foreign direct investment (FDI). GAFI is intent on
improving conditions for existing investors in order
to attract new inflows. In addition, new optimism
has, as predicted in previous issues of the Monitor,
reversed the downward trend of the past years. Over
2004/2005, non-oil FDI inflows tripled to US5$1.3
billion, bringing total FDI flows to US$3.9 billion in
June 2005. During the first quarter of the fiscal year,
FDI flows were almost US$2 billion compared to
$774.5 million during the corresponding quarter of
last year (Figure 11.29).



1.2 .. GOVERNMENT FINANCES

BUDGET EXECUTION: 2001/2002 - 2004/2006"'
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Revenues

Revenue implementation (actual revenues as a per-
cent of budgeted or projected revenues) has overall
strengthened between 2001/2002 and 2004/2005.
The medium forecasting ol revenues from the ditfer-
ent revenue components is currently being enhanced
in the newly established macro-fiscal unit with a view
to making budget projections more accurate.

Concerning overall budget revenues, there are across
the board overestimates of both tax and non-tax pro-
ceeds. However revenue execution has improved be-
tween 2001/2002 and 2004/2005, with implementa-
tion rates rising from 81 percent in 2001/2002 to 93.7
percent in 2004/2005. The execution of tax revenues
has similarly improved to 95.1 percent, although
customs proceeds weakened in 2004/2005 to 61.4
percent compared to previous years because of tarifl
recluctions that became eftective in September 2004,

During the first half of 2005/2006 the performance of
customs revenue was stronger than the correspond-
ing period of last year as the tariff reductions were
worked into the budget projections. Income tax
performance is also weaker, with implemented in-
come tax proceeds recording 40 percent of projected
revenues compared to 44 percent during July-Decem-
ber 2005. The performance of individual tax revenues
was particularly strong, yielding 45.6 percent of
budgeted individual tax revenues, compared to 37.3
percent in the first half of 2004/2005. In contrast,
implemented corporate tax proceecs were lower,
standing at 38.3 percent of projected receipts com-
pared to 47.3 percent last year.

Concerning non-tax revenues, after strengthened
implementation in 2002/2003 and 2003/2004, rev-
enue execution from the Suez Canal and the Central
Bank saw some weakening in 2004/2005. However
July-December 2005/2006 saw an improved perfor-
mance over the same period last year.

Data avallable tor the first quarter of fiscal year 20052006 July-Septem
ST AN

Expenditures

Looking at the expenditure levels provided for the
past four years, we ftind that total expenditures
executed are largely on track. Some expenditure
items are overestimated but only by a small mar-

gin. Notable weaknesses are in defense, investment
expenditures and other expenditures, which are
consistently underestimated. While defense and other
expenditures are almost always off track, investment
expenditure projections are uneven,
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Concerning interest payments, both domestic and
foreign payments tend to be consistently overesti-
mated. During the first half of 2005/2006 expenditure
implementation overall strengthened compared to the
first half of 2004/2005.

The Budget Deficit

While fiscal consolidation is key to achieving a
sustainable budget deficit, an equally important
challenge on how to generate more revenues and
improve revenue projections in order to make more
informed expenditure estimates is currently being ad-
dressed. Current lax reformation is one step towards
that objective. The new macro-fiscal unit at the
Ministry is being developed and enhanced to be able
to provide a more useful and accurate outlook of the
budget, thus improving performance against budget
estimates.
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1.3 .. THE DOMESTIC ECONOMY: CHALLENGES AND

OPPORTUNITIES AHEAD

As discussed in previous issues, there is no evidence
that macroeconomic imbalances will emerge in 2005
or 2006, The decisive and challenging initiatives
taken by the Economic Cabinet of July 2004" are
generating a mutually reinforcing growth momentum
that promises higher growth for the Egyptian econo-
my. Prospects for the economy appear more lavorable
than at the beginning of the millennium.

The data analyzed in this report provide evidence that
the economy is indeed benefiting from the reforms
undertaken. Trade and tax developments, monetary
policy reforms, exchange rate liberalization, aggres-
sive privatization and the commitment to restructure
the banking system have all raised optimism and
restored confidence in the economy. Foreign direct
investment flows have surged, and the stock market
has continued to be bullish. The CBE has built up its
net international reserves to record levels. In response
to the reforms, investment demand has picked up,
while consumption demand, particularly private con-
sumption, has led the strong economic growth,

Nevertheless there could be downside risks to this
outlook. There exist a number of tests that the econ-
omy could face, and which would require proactive
and efficient policy responsiveness, As stated in the
March 2005 edition of the Monitor “The principal
task in the near-term will be to ensure that economic
policy facilitates the necessary adjustments to con-
sumption and investment that arise from the change
in relative world prices of essential commodities.”
This task remains a fundamental objective of the
Government in the near-term, particularly in light of
the continued rapid rise and volatility in the world
price of oil that could cause global current account
imbalances and thus financial difficulties for both vul-
nerable emerging economies and poor oil-importing
countries. Higher oil prices could also mean slower
global growth.

The Government has thus started a process to adjust
monetary policies to ensure exchange rate tlexibility
and to mitigate the eltects ol (i) imported inflation
(should such inflation arise), and (ii) slower global
growth (should slower growth materialize, reducing
external demand for Egyptian goods). In addition,
bold fiscal adjustment (further tax and pensions re-
tarm) as well as vigorous structural reforms (including
privatization, financial sector reforms and improve-
ments in the investment climate) are underway.

As also noted in Section 1.1: Overview of the
Economy: Recent Trends, the strong increase in

" Thee same economic feam was ssorm dn on Decembes 11, 2005 for 2 new
lerm

1DAQ)

external demand in 2004 has stimulated economic
growth in 2005, particularly domestic demand,
Pro-active measures are directed towards the steady
stimulation of all components of domestic demand
in order to trigger the necessary multiplier effects on
the other demand factors These measures include
the recent increase in civil service salaries and

the approval of the new Income Tax Law in June
2005, The increase in civil service salaries has an
immediate effect to increase the purchasing power
of this large group of wage earners. In doing so, il
provides immediate social welfare benetits directly
to the recipients and, later, downstream through

its multiplier effect. It directly addresses the key
Government goal of improved social equity and
supports widespread participation in the benefits of
the economic reform program.
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The new Income Tax Law which became effective

in July 2005 also stimulates domestic demand. The
reduced tax rates leave more resources at the disposal
of the individual taxpayers for both consumption and
investment, Taxpayers, particularly at the corporate
level, also realize additional benefits from the reduc-
tion of compliance costs arising from the streamlining
of procedures. In addition, the overall improvement
in net profits opens new private sector investment
opportunities which previously appeared unattractive.
Over the longer term, the Government will continue
lo modernize its tax institutions so that a strong bond
of mutual respect and professionalism develops be-
tween the citizens and these institutions.

A third challenge relates to the implemented reduc-
tions in customs duties and tax rates, both of which
carry shori-term costs in terms of lower revenues.
First, customs duties have already seen more than a
16 percent drop in 2004/2005, and proceeds for the
first quarter of 2005/2006 continue to be lower than
the corresponding periods for the past three years. In
the medium term reduced customs proceeds will be
offset by increased tax revenues arising from faster
economic growth, Export led growth will be stimulat-
ed because the tarifl reductions will reduce the costs
of importing essential raw materials and intermediate
and capital goods used in the exportables industry.
The growth in the domestic industry in response to an
increase in exports and economic expansion would
in turn create many job opportunities.

In addition to revenue implications, there are two
risks that relate to the trade deficit and the domestic
industry. One risk is that a robust growth in imports
in response to lower tariffs and a stronger Egyptian
pound could increase pressures on the trade

deficit. However the services surplus should remain
unatfected and should more than make up for any
pressures on the trade balance, keeping the current
account in surplus. The appreciation of the pound



by 8 percent should not have a significant impact

on either tourism or the Suez Canal receipts, both

of which tend to be more influenced by geopolitical
developments.'’ European tourists represent the
majority of tourists arriving in Egypt, and continue to
benefit from a strong Euro, Suez Canal earnings will
actually benefit from higher oil prices. Hence, the
diversity of foreign exchange income in the current
account provides resilience to external shocks.' (See
Section |I: Egyptian Economy Walch, Figure 11.20.)

As for the risk to the domestic industry, it would be
temporary. Tariffs on raw materials, production inputs
and semi-processed goods were reduced by more
than 50 percent in many cases, and slashed by as
much as 80 percent in other cases. Tariffs on other in-
puts were completely eliminated."” These reductions
will serve 1o increase the competitiveness of Egyptian
products in the global markets over the medium term,
thus serving 1o lower the trade deficit. Thus, all policy
reforms that improve the investment environment and
reduce the cost of trade through across the board tar-
iff reductions or through preferential trade agreements
remain a top priority of the Government.

Concerning the second challenge which is the cost
of tax reforms to the budget, as economic growth
expands fiscal capacity, it is expected that the budget
deficit will be lower." However it must be noted

that very few countries (only three Eastern European
countries, Ireland and Mauritius) have undergone
such a comprehensive and deep tax transformation.
In these countries tax reforms had no negative impact
on FDI flows, manufacturing exports and manufactur-
ing value added, even in the short term."”

Also, the widening of the tax base (the lower tax rates
mean more inclusion of taxpayers and less evasion)
has positive implications for tax revenues in the im-
mediate to medium term. The drop in tax receipls
could thus be recouped by a widening of “taxable ca-
pacity.” In addition, lower customs duties will reduce
the cost of investment and consumption as imports
rise strongly stimulated by the reduction in tariffs. This
is expected to support domestic investment, produc-
tion and stronger growth.

In the medium term, fiscal reform measures should
also start a virtuous circle of stimuli to the economy.
The planned transiormation of the tax authority,
which will include greater automation leading to

 Even then, the Egyvptian toucsm industey has shown sagnificam buovancy
i the Gace of incidents that accurred in Taba and Sharm elShiskh in
2004/ 2005, Although these two incidents happened at season peaks, o0
cupancy in the twa resans rapidly recovererd.

* Fitch Ranngs. December 15, 2004, Eitch Revises Egypt's Outlook 1o
Stabile. Mress Riliease

- Fon details of tanil reductions see Recent Developments in the March
2005 issue of the Egyptian Foonamic Montor, available a1 www.mol.gov,
b

* For a discussion of why thee 20052006 deficil appears slightly Larges
please reter o Section 1,1: Overview of the Economy: Recent Trends and
Appendin C: Economic News.
UNCTAD (United Nanons Conterence on Frade and Dovelopmenti. April

2005, Note on Country Expenences with Tax Harmonization.

a less discretionary application of the rules, would
raise additional income while the tax rate is reduced
at the same time. Economic activity will be further
reinforced in response to the rapid pace ol current
reforms and increased confidence in government
policy. The budget will also be bolstered by comple-
mentary efforts by the Ministry of Finance to manage
public expenditure more etficiently.

In the short run, some of these short term costs can be
absorbed without jeopardizing the budgel. According
to Fitch Ratings, “Egypt’s debt dynamics benefit from
strong nominal GDP growth ..., so the Government
can incur a slightly higher deficit without jeopardiz-
ing the debt/GDP ratio.”' The acceleration of priva-
tization could also provide supplementary budget
support in the immediate term.

The Egyptian Government has introduced significant
changes in the past 18 months. These reforms are
now proving instrumental in increasing the ability

of the Egyptian economy to withstand exogenous
shocks, and to weather the developments in the
global economy. Equally important, the continued
political will to introduce new reforms will help to
maintain the momentum for continued economic
liberalization and strengthening of the macroecon-
omy, including improving the fiscal and public debt
profiles. Egypt thus stands to benefit from improved
economic fundamentals that will boost domes-

lic demand, ensure that the momentum of growth
remains solid, and thus increase the resilience of

the economy to negative global developments. In
March these fundamentals were tested when the Gulf
stock markets declined causing a fall in the Egyptian
market. The Egyptian stock market has largely recov-
ered since then as we saw in Section I1: Egyptian
Economy Watch, indicating that the economy is well
equipped with fundamentals that put it on the path to
sustainable development, These fundamentals include
an improved business environment with reduced
bureaucracy, an improvement in companies’ access
to infrastructure and financing," and a rapid and
successful privatization program since July 2004 as is
discussed in Appendix C: Recent Economic News.

Rapid and comprehensive economic transformation
has become an integral part of the vocabulary of the
Economic Team of the July 2004 Cabinet which was
sworn in for a second term on December 31, 2005.%"
There is growing support for the announced policy
changes, and the renewed credibility of the Economic
Team bodes well for positive economic effects. The
Economic Team will continue to show the way ahead
by clarifying the future policy agenda and continuing
to pursue and set in motion complementary, dynamic
and constantly adapting reforms.

* Fitch Ratings, December 15, 2004, Fitch Revises Egypt’s Outlook by
Stable. Press Reloase.,

" Busdness Montor Intermational, Daily Beset on Mickdle East and Adrica:
Feype Retorm Oatlook Stll Promisimg, March 22, 206

See Appendix C: Economic News.



1.4 .. GLOBAL CHALLENGES

Economic Growth and Oil

The IMF’s World Economic Outlook (WEOF! an-
nounced that the global economy has continued its
strong expansion, and the outlook for continued and
solid growth remains favorable, despite higher oil
prices and more frequent natural disasters. Global
growth is estimated at 4.8 percent, 0.5 percentage
points higher than projected last September 2005.*
Buoyancy of activity in China, India and Russia ac-
counts for two thirds of the upward revision to global
growth in 2005. In addition, global industrial pro-
duction has picked up signiticantly since mid-2005,
the service sector continues to be strong, and global
trade growth is close to double-digit levels. At the
same time, consumer confidence is strengthening as
reflected in forward-looking indicators such as the
Business Confidence Index and the Consumer Confi-
dence Index.”’

Global growth is aided by global financial stability
and downward pressures on prices, which has al-
lowed accommodative macroeconomic policies. In
major industrialized economies, inflation appears to
be contained, while global interest rates continue to
be low, corporate earnings are strong and merger and
acquisition activity will support global stock markets
in 2006, Risks on the downside would be continued
inaction in addressing increasing global imbalances.
Another risk concerns a slowdown in emerging econ-
omies that are being hit by the continued high rise in
oil prices which has already caused some inflationary
pressures in these markets.*

The principal challenge for global policy makers is 1o
make sure there is an orderly and timely resolution of
global imbalances. The LLS. current account deficit
continues to rise, matched by large surpluses in oil
exporting countries, China, Japan, and a number of
other Asian countries.”” This requires strengthened
policies to rebalance demand across countries, and

a realignment of exchange rates over the medium
term, in particular a depreciation of the US dollar and
appreciation of currencies in countries with current
account surpluses.”

In vulnerabie emerging economies, a number of risks
require attention. First despite lower consumption
demand, comfortable inventory levels in the United
states, and the easing from Hurricane Katrina-related
high prices, uncertainties about future supply (given
geopolitical uncertainties in lran and Iraq, and supply

IME. April 2006 World Econamic Cutlook: Globalization and Inflation,

IME. September 2005, Wordd Economic Outlook: Bullding lnstitutions

IME. April 2006, World Economic Outlook: Globalization angd Inflatios
CIME Managhing Director Statement 1o the Development Committeg,

September 22, 2005

IMF, April 2006, World Economic Outleok:. Globalization ant Inflation

IME. April 2006, World Econemic Outlook: Glabalization and inflation,

threats in Nigeria) continue to drive price increases.
In addition, the impact of higher prices on the global
economy has been more moderate than expected, in
part because inflationary expectations have remained
well anchored. However, the pass-through may prove
to be incomplete, especially if the market is treating
the energy problem as transient.
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Thus high and prolonged volatile oil prices, as well
as expectations of further rises, pose challenges that
could be aggravated by: (i) increased global activity
leading to a rapid growth in oil consumption (2.9
mbd in 2004 over 2003, or 3.7 percent) the largest in
the past 20 years; (i) limited investment in explora-
tion and digging of wells since the mid-eighties and
limited refinery capacity; (i) structural changes in
demand in China due to electricity shortages and
increases in transport demand; (iv) tears of oil supply
disruptions; and (v) speculation about price move-
ments emanaling from uncertain expectations regard-
ing future structure and fundamentals of the global oil
market.”’

Second, though the impact of Hurricane Katrina

on crude prices has passed through, it has clearly
increased short-term risks relating to US refinery
capacity.” Third, the persistence and pervasiveness
ol global current account imbalances jeopardizes
global growth. In the US in particular, the high cur-
rent account deficit increases the vulnerability of the
economy, with repercussions on global growth.*

Fourth, the engines of world growth continue to be
the United States, and “other emerging market and
developing countries” including China and Japan.
However different, trends of growth in these countries
present competing forces to the outcome of global
growth. Growth in the US, as discussed, is still strong,
Growth in Japan is well established but flat, while
China is pursuing less expansionary paolicies to facili-
tate a solt landing. Nevertheless its economy is still
booming and shows no signs of cooling." As Euro-
pean growth is still dependent on export demand, it
remains vulnerable to domestic and external shocks, "
and a slowdown in Japan (or China) would adversely
impact the Euro region. ™

In the meantime, China as an “emerging giant”
matches the US as a driver of global growth, and has

IME. September 2005, The Struciure of the O3 Market and Causes or
High Prices, SSMAOS759

*IMFE. Septembier 2005, World Economic Outlook: Building Instijutions.
CRAY N2 6

*IMEF Managing Director Statement 1o the Development Commintee,
Soeptember 22, 2005,
Soanng Chinese economy defies slowdown fears. Fingnaal Times.
Octaber 21, 2005, p, 4
IMF. April 2006, Wodd Eoonomic Outlook: Globalization and inflation
Statement by Mr Shaalan on World Economic Qutlook. August 10, 2004
GRAY/O4/ 2076
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growing influence on relative prices and incomes

in the world economy. The prices of China’s exports
continue to fall, and as the biggest consumer of many
imports, Chinese demand is having a significant
impact on the world prices of oil, aluminum, coal,
steel and copper. With respect to oil, assuming that
the rise in oil prices has been mostly driven by strong
Chinese demand (and not an interruption of sup-
ply), the impact of higher oil prices on inflation has
been more than offset by cheaper Chinese exports of
other goods," coming from the world’s third largest
exporter. Thus the overall impact has been that the
downward pressure by China’s exports has more than
offset the upward pressure from its imports of raw
materials,™ including oil, for the time being.

Not only have China’s exports diluted the inflationary
impact of high oil prices, but its policy of buying US
Treasury bonds to hold down the Yuan has pushed
down American bold yields, making it easier for the
LS government to continue to borrow at cheap rates
and maintain robust econamic growth."” Neverthe-
less, the rate of profits growth in the US could slow
and high commaodity prices could cause a spike in in-
flation. Stresses in the bond market could take place
if interest rates rise more than expected or a slow-
down in US consumer spending knocks equities.” A
trigger for a correction in surging commodity prices
including oil - a sharp economic downturn - does
not appear to be on the horizon.”

However, even if the rest of the world went into a
slowdown, Chinese demand for metals and commod-
ities would still support high prices in the medium
term. China has gone from accounting for some 7-10
percent of world demand of the main base metals in
1993 to 20-25 percent in 2003. By 2010, China will
very likely account for more than 30 percent. Thus
even if demand is falling in the rest of the world, if
China continues to grow at current rates, it would
make up for declines elsewhere. In addition, the size
of global inventories ol metals are at their lowest
levels in decades, especially in the face of the lack
of new projects to increase supply in both the oil
and mining industries. Finally, tighter environmental
standards in developing countries will also make it
difficult to add new capacity.*

The question for the next issue of the Monitor is: will
risks of oil supply shortages continue in tandem with
increased demand for 0il? How will the persistence
of demand/supply imbalances affect global infla-
tion and growth? Will economic growth in the US
remain solid after Hurricane Katrina? Will inflation
rates remain at their current levels or will the US see

" Heoww China Runs The Weld Econormy. Thi Economis July 30th 2005

“ China And The Warkd Econamy. The Economiss. July 30th 2005
How China Runs The World Economy. The Econamist, July 30th 2005,

" What Does 20006 Have In Store? Eimancial Times, December 30, 2005, P
1

Y Commodity Process: Supply Shortages And China s Appetite Keep Correc-
tion At Bav. Financial Times, December 30, 2005, P. 24,

* Ibid

rising price pressures? America’s inflation rate almost
doubled over the past year to 4.7 percent in Septem-
ber, its highest since 1991, and higher than when the
Chairman of the Federal Reserve Board, Alan Greens-
pan, took office in 1987." Will fears about inflation
continue to be inspired by expectations of permanent
high energy prices, and feed into other prices and
wage demands? Will US monetary policy continue

to tighten to dampen inflation and excess liquidity in
the housing market? These are all questions that have
no easy answers given the “broad range of views in
the outlook.™"

Recent Trends in Selected World
Commodities

Qil prices rose in the first quarter of 2005
but declined as OPEC’s expanded production
came into the market. However, prices have
risen again since the beginning of December
and are at a new US dollar high. Analysts
feel that the current spike reflects the near-
capacity status of the refining industry.
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Without a more significant reduction in
demand for oil, the current price trend
could stimulate world inflation.

The current price is now higher than the
historic high in real terms which occurred
in late 1979 to early 1980. The price at
that time reached almost $65/barrel in
terms of 2004 dollars.

* Gilobal intlation - The Scourge Returns: Central Banks Cannot fgnore The
Latest Sparet In Intlabon. The Economust, October 22-28, 2005, P. 18

“ Barclays Bank As Quoted In Crude Back At Levels Last Seen Belore Pre
hurdicane, Financial Times. October 22, 2005, P 12
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Steel prices overall declined between
December 2004 - July 2005. They have
been on an upward trajectory since August
2005. Analysts believe that strong demand
will keep prices from waning.
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In late 2003 to early 2004, the rising price
of steel was frequently mentioned as
evidence of impending world inflation.
However, prices started declining since
August 2004.
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Textile Production and Trade

On January 1, 2005 all quotas were removed from
trade in textiles in accordance with WTO agreements.
Since then, there has been a rapid rise in selected tex-
tile imports from China into the EU and the US, the
world’s two largest textile markets. On May 13, 2005
and again on May 18 the United States announced
that it had reintroduced textile quotas for various cat-
egories of textiles including cotton trousers, shirts and
cotton blend underwear. Shortly thereafter, the EU
advised China that it would do the same for t-shirts,
flax and other categories of textiles unless exports
were restrained. On June 9, China agreed to restrain
the growth of selected categories of textiles to the EU,
thus avoiding the re-imposition of quotas. Thus far, no
similar agreement has been reached between China
and the US.
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Preliminary data for the first ten months of 2005
indicate that the predicted migration of the produc-
tion of textiles to China and India is taking place.

US trade data for January - October 2005 shows an
overall 47.6 percent increase in total textile imports
during this period compared to its correspondence
in 2004."" However, China and India expanded their
exports to the US by 67.9 percent and 25.3 percent
respectively while there was an actual decline in the
value of textile exports to the US from Mexico, Hong
Kong, Canada, South Korea, Taiwan, the Philippines,
Mauritius and South Africa. Similarly, EU data for the
first quarter of 2005 show as much as a 32 point up-
ward shift in China’s market share in selected textile
categories compared to the first quarter of 2004.*

In almost all cases where China has gained market
share, the prices of the textiles-has declined from 15
to 47 percenl.

The consequence of this shift is that a number of
countries are reporting a decline in exports and
employment in textile production as the more labor
intensive components of the industry are being taken
over by Chinese suppliers. Countries that previously
had relied heavily on textile exports now face a
potentially formidable challenge to rapidly diversify
exports in order to sustain overall growth and em-
ployment.

" !'Ir’rl}'.".'l'l.".'..-u.' COnsus, povitoneign Sraclostatiet e R Py e i hina xls
"' *Trade Developments®, Nathan Associates Inc, www.nathanine.com
April 2005
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Foreign Exchange Rates

Since early 2002, the U.S. dollar has
depreciated by some 37 percent, matched
primarily by appreciation of the euro.
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The Egyptian pound has steadily and
slowly appreciated against the dollar since

January 2005.

Daily Exchange Rates: Egyptian pounds per | US$
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Its performance against the Euro has been
more volatile, but has overall appreciated.

Daily Exchange Rates: Egyptian pounds per | Euro
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Il. EGYPTIAN ECONOMY WATCH |
Table Il.1: Selected* Economic and Financial Indicators

= y

GODP at Market Prices (LE Billions) 340, | 358.7 3789 HI7S 4853 5366 2174 2297
(GNP (LE Billions) 356. | 373.6 373, 430.7 2027 5548 INA INA
Real GDP (% Growth Rate 2.9 3.4 3., 3.2 4.1 4.9 4.5 h.8
Real Per Capta GDP Growth Rate 3.8 |4 N 1.2 r 2 29 NA MNA
Average Per Capita Income (LE 5316 2,650 5.789 5,395 71276 1972 NA 8.200
Share of Private Sector in GDP 734 764 70 1.6 63.4 635 &4.7 62.6
Fiscal Balance (% GDP) (3.9) (5.6 [ 10.2) (105 (9.7) (9.6) (3.2) (2.9)
nflation Rates
CPl (% Growth Rate yoy) 25 2.2 24 3.2 4% s |7.8 3.1
NPl (% Growth Rate yoy |.B .3 2 1.7 174 0, | 14.9 43
xchange Rates
Official Exchange Rate (LE / LSS 14 3.9 44 2.2 0.l 6.0 6.z 3
Parallel Exchange Rate (LE / US$) NA 1.1 5 6.2 63 5.7 —c= =
nterest Bate on T-Bills (2| days) 2.04 906 7.80 8,30 B40 0.4 990 8.82
Broad Money (% Growth Rate yoy) 8.8 1.6 | 5.4 169 13,2 136 |40 | 47"
Current Account Balance (% GDP), (1.18) (0.03) Q.70 240 4,30 3.3 040 MNA
ncluding Official Transfers
Fareign Debt (% GDP) 28.2 285 337 425 38, 30,0 329 INA
Total Debt (% Exports of G&S) 156.0 1415 171.2 157.6 275 1004 MNA INA
Debt Service (56 Current Receipts) /6 7.3 9.7 10,1 - 79 NA MNA
Jebt Service (% Exports of G&S) 9.6 8.7 | 2.2 | 2.1 10.8 2.4 MNA NA
Reserves /| Months of Imports 10.2 104 I 1.6 120 2.7 2.6 NA INA
Uinemployment Rate (%) 2.0 8.8 9.0 10.5 L. 10.5 10.5 NA
Population (% Growth Rate ) 2.12 2.13 2.00 2.00 2.00 2.00 MNA MNA
New Employment Opportunities NA A 537 550 600 NA NA INA
Ihousands)
Domestic Savings (LE Bilhons) 44.0 48.0 317 &l.4 80.4 86. | MNA MNA
MNational Savings (LE Billions) e0.0 64.0 659 74.6 978 104.3 MNA MNA

Source: Mimstry of Flanning, Ministry of Finance, CAPMAS and Central Bank of Egypt
* Recent detailed data can be found in the Appendices. Histoncal data are available at www.mof gov.eg

June 2000 reters (o the Fiscal Year July 18999 through June 200K,

By 20052006, nominal GODP is estimated to reach LE 593 billion.

Covering period lune - December
‘ Break in series. Starting 200172002 the budget is presented according to the IMF 2000 GFS Standards, modified to cash principles. The new classification was
adopted by the Egyptian Ministry of Finance by Law 97/2005. (See Appendix C: Economic News), The hiscal deficit is estimated] to reach 10 percent of GDF in
JON57 2006

In March 2006 the CPI growth rate was 3.7 percent, Note: Starting July 2003, data are based on the weights denved rom the 19992000 household survey, us-
ing 199972000 as a base year. Priorn o this date, the basket was based on the weight derived trom the 1995/1996 survey of expenditures and consumption, using
19951996 a5 3 base viear

In February 2006 the WP growth rate was 1.2 percent. Note: Starting September 2004, data are based on the weights derived fram 19992000 as a base year
Pricer 10 this date, the baskel was based on the weight derived (rom 198671987 as base year

The parallel market disappeared in 2005

In January 2006 broad money groew at 12.62 percent,
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Il. A. National Accounts

Figure Il.1 The solid economic recovery in FY
2003/2004 and FY 2004/2005 is pursuing its course
into 2005/2006. During the second quarter of the
fiscal year (October - December 2005), growth
agccelerated to 6.4 percent compared to 5.3 percent
during the preceding quarter. Growth remains
strong at 5.8 percent for the first half of 2005/2006
compared to 4.5 percent during the corresponding
period last year. The recovery in 2003/2004 was led
by external demand, while growth in 2004/2005 was
underpinned by equal contributions of domestic and
external demands.

Source: MOP

Figure 1.2 Domestic demand was largely driven by
consumption demand.

Source: MOP

Figure 11.3 The macro-economy was more favorable
to private sector led growth in 2004/2005. As a
result, private sector growth has dominated the
uptake in consumption demand.
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Source: MOP

Il. B. Inflation

Figure I1.4 In the meantime, inflation rates are still
falling ...

IMportant notes
P S I.‘-"l. I'__ LE !': i

Source: CAPMAS
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II.C. Exchange Rate and Monetary Policy

Annual Effective Exchange Rate Indices
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[1.D. Fiscal Policy and Public Debt
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Figure I1.5 ... as the pound stabilizes in an active
interbank market.

Sovree: M

Figure 1.6 Interest rates have fallen since early
2003. While monetary growth was sufficiently
accommodative to finance growth, it was not so
accommodative as to cause accelerating inflation.
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Figure 1.7 The fiscal deficit continues to be under
control.
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10 cash pnnciples. (2ee Appendix C Economic News), The new

classifcation was adopted by the Egyptian Mirustry of Hnance by
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Figure I1.8 After a period of sluggish growth, total
revenue growth is outperforming expenditure growth
in 2005/2006 as confirmed by data for the period
July-December 2005 compared to July-December
2006.

Source: MOF
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11.D. Fiscal Policy and Public Debt (cont.)

Figure I1.9 Data for the first half of the fiscal year
(July-December 2005) confirm that income and
customs tax receipts have picked up beyond their
levels in the corresponding quarters of the previous
years, despite the rate cuts.

e e DAL

Figure 11.10 The rise in domestic interest payments
reflects increased reliance on non-inflationary
financing of the budget. Fiscal consolidation and
reduction in interest rates during 2005/2006 are
helping contain the growth in domestic interest
payments.

Quarterly Income Tax, Goods & Services and Customns
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Figure IL.I1 Net budget sector and general government

debts are under control.
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Il.E. External Sector

Net International Reserves (NIRs)
Figure 1l.12 Optimism and restored confidence in (199111992 « November 2005)

the economy has helped the CBE build up its NIRs to e
record levels. 1995196
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1l.E. External Sector (cont.)

Annual Exports Proceeds, Import Payments
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Figure Il.13 The improvement in the competitiveness
of the Egyptian economy has been further spurred by
recent trade reforms.

Source: CBE

Figure 11.14 Oil represents some 50 percent of Egypt’s
exports. Exports of the merchandize sector are
diversified.
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Figure 11.15 Egypt’s non-oil imports are diversified.
Chemicals, foodstuffs, and electric and metal
products represent the majority of imports.

Source: CBE

Figure 11.16 The bulk of Egypt’s exports go to the EU
and the US.

Source: CBE

35|



36
I1.E. External Sector (cont.)

Quarterly Exports Proceeds by Region Growth
Figure 11.17 Again, EU and US receive bulk of Egypt’s 2004.2005)  po e % on

exports . . .

5%

EUROFEAR

_ UNION
i 1% " (ELJ)

Source: (B

Annual Imports Proceeds by Region Growth
Figure 11.18 Egypt’s largest imports come from the (2004-2005

EU and the US.

32%
EUROFEAN
LIMNION
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Source: LBl

Annual Current Account Balance, Trade Deficit and Net Services

Figure 11.19 The current account is still in surplus as Percent of GDP -
despite a slight widening in the trade deficit. . =3
Increased revenues from the Suez Canal and
resurgent tourism have boosted receipts from the 3] m—a__ i o
services sector. v ) s .
?5 10 N\ . =
:: ‘*.__ T : = ! . -.-""f-
.LI
Source: CHE
Annual Foreign Exchange Receipts - TE CFECIAL TRANSIFES
Figure 11.20 Egypt’s foreign exchange receipts are Current Account Receipts
well diversified. This diversity provides resilience to Sl
external shocks.
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I1.E. External Sector (cont.)

Quarterly Foreign Exchange Receipts -

C;;rFEHE!’!.EC{JUHEHHEiIHS e Figure .21 Egypt’S fureign EIEhﬂﬂgE receipts are
A well diversified, providing resilience to external
shocks.
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Source: CHBI

Annual Tourism Statistics (E ¥ " e Tiks |
RENEEUN = SRR =Xty Figure 11.22 Tourist nights and total tourist income
are on the rise.
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Annual External Debt (199011991 - 2004/20053) Figure 11.23 Egypt’s external debt is safe by

international standards.
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Annual Debt Service | Figure 11.24 Debt service positions...
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II.LE. External Sector (cont.)

Figure 11.25 Debt service positions ...

Saource: CRBF

Figure 11.26 ... and maturity structure ...

Source: CBE

Figure 11.27 ... continue to be favorable.

Source: CBE

Figure 11.28 And in terms of net present value,
Egypt’s total external debt has declined from
US$29.9 billion in 1991 to US$24.3 billion in

September 2005.

Source: CRE
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I1.E. External Sector (cont.)

Arnual FDI (16 SUC3L
4000 3,901.8

y Figure 11.29 Over 2004/2005, non-oil FDI inflows
e tripled to US$ 1.3 billion, bringing total FDI flows to
! US5$3.9 billion in June 2005. During the first quarter
S 1 of the fiscal year, FDI flows were almost US$2 billion
2500 i s compared to 774.5 million during the corresponding
. quarter of last year.
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II.F. Privatization

Sales of Companies/Assets in B LandSaes [ foint Venture Sies
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SRRNEQOT + 200512000) S revenue from the sale of state stakes in public M
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I1.G. Domestic Savings

Direct Insurance Premio B L orance [0 Tetsl Dwect frurance Premi )
000200 | - 200412005) T Ty — Figure I1.31 In June 2005, the value of total insurance

—e— ot premia amounted to LE 4.3 billion, representing
an increase of 12.8% over the previous year. Of
- this total, some LE 1.5 billion (35.5 percent) was

L . generated by life business, while LE 2.8 billion were
| A generated by non-life.
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II.H. Eurobond Performance

Fwﬂeum&pmttd.ﬂussﬂd Notes Due 2010 —_— ity Price
Figure 11.32 The first tranch of the EGPC securitized Closing Prices & YTM Clovng Yield
notes has been trading at a discount because of the sl [ A
increase in U.S. interest rates. %‘ '1'—[,;
| §
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Petroleum Export Ltd. Closs A-2 Notes Due 2010 — Cloung Fres
Figure 11.33 Also, the second tranche of the EGPC Closing Prices & YTM —— Clowrg Ted
securitized notes has been trading at a discount ad i e
because of the increase in U.S. interest rates. PREMIUM
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Government of Egypt Notes Guaranteed by USAID due 2015 —— Cioarg Proce
Figure 11.34 And even the Government of Egypt PREMIUM —— Cloting Yrekt
Notes, guaranteed by USAID, have been trading at a L R e e e B
discount because of the increase in U.S. interest rates
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Yield to Maturity on the 2006 Egyptian Eurobond
Figure 11.35 The YTM on the 2006 issue increased ol

from 4.44 percent in March 2005 to 5.36 percent in
March 2006. Over the same period, and as the 2006
bond approaches its maturity, its price fell from pa
US$103.8 to US$100.6, approaching its par value. 7
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II.H. Eurobond Performance (cont.)

Difference between Yield to Maturity of the 2006 Eurobonds

& Comparable Treasury Bonds
b
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3 | b

Yield 1o Moturity on the 201 | Egyption Eurobond

ol
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nie I %
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Difference between Yield to Maturity of the 201 | Eurobonds &
Comparoble Treasury Bonds
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Figure 11.36 The spread over US Treasury for the
2006 bond issue tightened to 65 basis points in
March 2006 compared to 102 basis points last year.
This was due to an increase in appetite for Egyptian
debt following the recent and continued reform
initiatives of the July 2004 Cabinet.

Source: MO

Figure 11.37 The YTM on the 201 | issue increased
from 5.224 percent in March 2005 to 5.8 percent
in March 2006. At the same time, the price of the

bond declined from US$118.36 to USS 113.21. On the

other hand, the YTM on the |10-year US Gvernment
bond rose from 4.24 percent to 4.81 percent.

Source: MO

Figure 11.38 The spread over US Treasury for the
2011 bond issue tightened to 100 basis points in
March 2006 compared to 102 basis points last year.

St MCIF

Figure 11.39 Due to the fall in domestic inflation
rates, the yield on government bonds has been
steadily softening.

Source: MOF
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Il.1. Stock Market

Yield Curve o of Mach 11 X008
Figure 11.40 Our regular issuances of government

bonds are gradually helping create an upward sloping 0
yield curve.

9.43

Yield %
o

8
Source: MOF 1 Mamh & Momth 17 Momh MR 2000 510 23 04 i s

CASE-30 Performance (jonuary 2004 - March 2004)

Figure 11.41 The bullish performance was driven by woos | . WE 2w
the continued improvement in the external accounts, £ i 2
tariff and tax cuts, and rapid and successful oo | 3 25-May
privatization. Since Decemher 2005, the stock - 3 B P v ks
market received an extra boost after the renewal of > . TR
the tenure of the reform-oriented Economic Team o e pritoes VR I
for another term. The market dropped in mid-March N ey
o W Pt ML
2006 following the regional crash. However, the ™ RN - e
market recovered at the end of this quarter. - vt \ Ok b e b S
'."' X 'r'"\ll""\

0ol "-.ru. ey —— :1__!“ :

] s B ) - 3
Source: Egyptian Sock Market & Reuters ﬂ-:ﬂ" s»*;f.# o Js" -ﬂ“:..; i};r o Jﬁ#ﬁg ,.# 2 wfiﬁ?*iﬂw,ﬁ;‘" ﬂ‘}w

CASE-30 Performanice (orusey JO06 . Manh 2104

Figure 11.42 The CASE-30 has gained a 25 percent
net increase in March compared to January 2006.
This confirms the strong fundamentals on which the
Egyptian economy is based.
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11.1. Stock Market (cont.)

Morgan EIIf:mIa;: Jlnd'-:r:cs_ ﬁrlr the Egyption Stock Market i Vi R0 Figure 11.43 During January to March 2006, the
e - e MSCI-Egypt Price Index, which measures the market

price performance, achieved a 9% net increase for
o its return compared to 12% net increase during the
previous quarter (October to December 2005), and
- 49% during the corresponding quarter of 2005.
Moreover, the index closed at 1,320 at the end
o of March 2006 compared to 1,215 at the end of
the previous quarter (October to December 2005)
w . and 750.6 at the end of the corresponding quarter

of 2005. The small increase reflects continuous
increased valuation of the international financial
i [E==——c — ) corporations for the Egyptian Stock Market in

¥ g specific and the Egyptian economy in general.

Source: MOF
The MSCLEgypt Index in Comparison with — T Emr .._':'h
CIe./ASCHEmEPng IOt indc — Figure 11.44 Since July 2004, the performance of the
| — M e Merkaa MSCI-Egyptian Stock Market Index has exceeded

both the MSCI-Emerging Markets and MSCI-
Emerging Markets, Europe and Middle East indices in
an accelerated trend.
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he MSCI-Egypt Index in Comparison with the MSCLAIl Country World Index
(lanuary 2001 - March 2006) el Figure 11.45 The performance of the MSCI-Egyptian

e —— T A Stock Market Index has exceeded the performance of
the MSCI-All Country World Index since July 2004 in
an accelerated trend,
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I1.1. Stock Market (cont.)

Figure 11.46: Comparing Valuations of the S&P/IFCG Indices P/E Ration vs. Dividend Yield (DY)
(as of end December 2005)
Comparing Valuations of the S&P/IFCG Indices P/E Ratio vs. Dividend Yield (DY) s of endt Decomper 200!

™
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rab e n 2 Eg)f P i Emer‘ging i In December 2005, Egypt’s rank in the S&P/IFCG

Markets: S&Pf IFCG Price Index Price Index was the first compared to | Ith at the end
Perfarman ce SU mmars US$ | | - of September 2005, reflecting the improvement in

,_Gmh ; the performance of the Egyptian Capital Market.
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APPENDICES

Historical data is available at the Ministry of Finance website: www.mof.gov.eg.




APPENDIX A: Fiscal Data

Thlﬂa 1. l: I'-‘Isﬁl ﬂatn

"y
nREvenues

Other
# Expenses
Waoes and Compensation
g . pensatic
r:_-]._.::-l'j-_- & E‘IE'-"-'":. Bs

Purchases of

Interesic

cral Benefits and

Dther Expenses

Purchase of Non Financial Assets
Primary Deficit / Surplus

afich ]S I_

Proceeds of Lending & Sales of
Financial Assets excl, Privatization

Acquisition of Domestic &
Foreign Financial Assets, excl
Treasury Contribution in the
Fund of Restructunng Finance

Overall Fiscal Balance
Financing Required
# Net Borrowing

Borrwing & lssuance of

securties other than shares
Payrment of Dabt Instaliments

# Privatization Proceeds

GDP

Percentage of GDP

Revenues

Expenditures

Cash Deficit / Surplus

Owverall Fiscal Balance

source: Ministry of Finance

1273196
33.816.1

84908

56736
| Bil.B

75054

43,6460

72,6269
71,5877

Actual

102.044.7
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|45987.9
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2.033.2
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151306

10118

536400

EGE}E!!ED{M I'DEFHID{}S Iﬂ[ﬁ”ﬂﬂlﬁ

Budget
130,151.7

e B |

B1.607.3

s g el el i
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1878173
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167955
576656

-1, 7349

-59.4005 [ 10,1920
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56,4005
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d ot Wi
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2004/05

135728
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3031
2.141.2

53197

-10.1834

-8.6

143
(= 1 a--'h..ll
2516

10,192.0
10,204.0

1 2.2%90.)

2086
| 2.0

46,400

L

' The new budget s presented according 10 the IMF 2001 GFS Standards. moditied 1o cash principles. (See Appendix (

new classification was adopted by the Egyptian Minstry of Finance by Law 9772005, Therelore, Data staning

a new approach is used in the budger classiticanon
| IRUIeS are provisi inal and -..”i]p-; 1 1o revisions. Data starming 20052006 are nof « omparabie 1o prévious yeans as sulsicies woere nol [lrl"-.nl.:--|'-. explhicity in

cluded in the budpe! line,

Jul-Sep
2005/06

Jul-Dec
2004/05

Actual
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" I
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-12233
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-3653

4793

-8.1103
81103

264,
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84180
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Recent Economic Developments), The
2005/ 2006 are not comparatle 1o previous vizars as
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LE Billions

Ministry of Finance.
securities.
Treasury bills
Treasury bonds
Treasury bills issued to CBE

Treasury bonds and notes
issued to CBE

Revaluation bonds

Commercial banks
recapitalization bonds

GASC bonds

Energy bonds

Bank restructuring bonds
Insurance notes

Eurcbonds (held
domestically)

Housing bonds
The 5 % Government
bonds

from NIB.

GDP

Gross Budget Sector Debt
(% of GDP)

Met Budget Sector Debt (%
of GDP)

Saurce: Ministry of Finance

* Jun-01

133,545

29,334
13,000

76,125

F.r 2T &
..........

358,700
70.6%

54.3%

jun-03

165907

40,007 35318 63,774
13,000 13,000 13,000
20,000

94,875 132,875

| [ 2875

13,582
0 4,000 4.000

2,705 2,705 2,705
0 0 0
2,406 12610 12,938
2.000 2.000 2,000
2511 4612 5647

|36 |32 | 28
1,267 1.340 | 425

123939
19432

378,200 417,500 485,000
78.8% 84.3% 87.1%

58.4% 60.4% 60.4%

134325

Jun-05

73307
27,000
45,000
147,875

13,582
4,000

2,705
0
12070
2000
5,122

| 24
1513

143751

936400
93.7%

65.1%

143522

Dec-05

325983 327998

71,093 91,344
34,000 43,500
11,883 4572
| 47.875 |47.875

13,582 13582
4.000 4,000

2,705 2,235
0 -
12,008 | 1,969
2,000 2,000
5199 5,281

|25 122
1513 1,518

144,485

1269 7887

593,000 593.000
B1.3% 81.0%

59.9% 60.3%

"Includes debt of the central government, municipalities, and services authorities,
() percent change over previous year,



Erratum

Note: Domestic debt data in Tables 1.2 and 1.3 are provisional,
as methodology is being revised.



a- Gross domestic debt of the budget
sector

Less: budget sector borrowing
from NIB

Less: MOF securties held by NIB
Less: MOF secunities held by SIF
Consolidated Budget Sector Debt
b- Gross domestic debt of NIB
NIB borrowing from SIF
Investment certificates
Post office savings
Other
Less: NIB borrowing from SIF
Budget sector

MNIB

GDP

Gross General Government Debt
(% of GDF)

MNet General Government Debt (%

of GDP)

Source: Ministry of Finance

e

358,700
60.2%

41.1%

253,163 298704
101,126 113,786
0 0
3.259 2236
148778 182682
203585 231,145
136340 154,658
51,063 56425
13.305 7,109
2.877 2,953
136340  |54.658
67,245 76487
68,538 90013
58,353 77480
3.179 2.800
7006 9,733

e E—
LA AR
i

378,900
68.4%

44.6%

351,963

123939

147
2,260
225617
262,354
174,833
61,778
22,300
3,443
174,833
87,521
120,579
99.778
2.082
11,719

417.500
75.0%

46.1%

422,235
134,325

9239
2,119
276552
294,550
196,157
66915
27.776

3.702
196,157
98393

147,952

122514
4.393

14.045

485,000
77.3%

46.8%

15,520

502,554
| 43,751

6,124
3.552
349,127
321,393
219.006
65,337
33,902
3,148
219,006
102,387
173822
153,385
4917

536400
84.2%

51.8%

482,201

143,522

6,124

3,552
329,003
321,718
219.156
65456
34.297

2,809
219,156
102,562
146523
127,107
3480
15936

593,000
72.8%

48.1%

| 4,366

480370

|44 485

5402
3.552
32693
324,093
219,357
66,694
35338
2.704
219357

104,736

141292
122,727

4.199

593,000

72.8%

49.0%

" Includes outstanding consolidated deby of the budget sector, National Investmoent Bank, and Social Insurance Funds: Consolidation excludes interrelated

relations between the three bodies.
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LE Millions Jun-01 Jun-02 Jun-04 Jun-05 l Sep-05

Soaal hsurancs Fond for 62.408 72.487 83779 95 886 108,99 122913 123.063

Government Employees

Social Insurance Fund for 57429 63,853 70879 78947 87.166 96,093 96,093
Public & Private Employees

Proceeds of Investment 39,007 43,966 49009 55,218 60,178 58,485 58493
Certificates |

Accumulated Retums on 6.329 7097 7417 6,560 6,737 6.852 6,963
Investment Certificates
(Category A)

Proceeds of US Dollar 1,044 1,138 1,303 |.736 1,738 1,418 1,135
Development Bonds

Post Office Savings 10,446 13.305 17,108 22,300 27776 33,902 34,297

NIB Balances held at the (4,402) (3,179) (2.800) (9.082) (4,393) (4917) (3,480)
Banking System (Net)

Other * | 757 |,739

=
eaer
L

1,650 | 707 1,964 1,730 | /674

&
= 1 Y5 8
i Irl'l LN il
I.-' -I -- --' "I-

i R ] wlo

§ 3 ™ R R S .
! e Al gt ig

onomment 88947 101,126 113,786 123939 134,325 14375 143522
Economic Authorities 41475 44 947 47 124 50,094 53771 58.265 5979
Other 43,596 54313 67.435 79.239 102,061 | 14.460 14925

Source: Ministry of Finance



APPENDIX B: Statistics

1. Macroeconomic data

Table 1.1: Macroeconomic Data
Population, Labor Force, Employ:

In Millions
2000/2001 2001/2002 2002/2003 2003/2004 2004/2005

Population * 6£3.30 64.65 66.60) 68.00 69.30 70.00
Population Growth Rate % 212 2.10 2.00 2:00 2.00 2.00
Labor Force 18.80 |9.30 19.70 Z20.60 20.80 2160
Ernployed | 7.30 | 7.60 | /.50 18.40 | 8.50 19.30
Unemployed | 45 .60 92 | .98 2.04 2.00
Labor Force / Population $ ‘ 98 2958 310,29 3001 30.86
LUnemployment Rate % 8.80 2.00 0.50 11,10 10.50

source: Ministry of Planning, CAPMAS
" Excluding Egyptians working abroad

Table 1.2.a: Macroeconomic Data
Resources and Uses in Current Prices - Quarterly Data (2004/2005 - 2005/2006

2004/2005

Total Resources 176.1 175.8 ' 2000 1960
GDP at Market Prices 136.0 130.9 |48.0 145.8
GDP at Factor Production Cost 128.2 123.3 140.0 137.9
MNet Indirect Taxes /.8 7.6 8.0 /%5
Commodity & Services Imports 40. 1 449 520 50.2
Total Uses [76.1 1758 2000 1960
Total Final Consumption 115.1 il ] 7 127.5 122.4

Final Private Consumption 965 96.0 107.0 105.3
Final Public Consumption 18.6 13,/ 20.5 | /. ]

Total Investments 82 24.| 22.5 27.6 >
| . 4 )7 S
nvestiments | O, 4 24, 22.5 /b o
Change in Stoch 0.0 0.0 0.0 0.0 EL

Commodity & Services Exports 428 40.0 50.0 46,0 §

W

Source: Ministry of Planming
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Table 1.2.b: Macroeconomic Data
Resources and Uses, Percent of GDP in Current Prices
Annual Data (1999/2000 - 2004/2005)

LE Billions % of GDP

2000/01 2001702 2002/03 2003/04 2004/05 | 199900 2000/01 2001/02 2002/03 2003/04 2004/05

Total Resources 4177 4388 4648 5176 6257 7117 | 1228 1223 1227 12400 1289 1326
GDP at Market Prices  340./ 3587 3789 4175 4853 5366 | 1000 1000 1000 1000 1000 1000
' o

g e A e v e Loy I ICA G 00 £ AL £ ) EN 390 = B e o Yp B 4 O N
GDP at Factor 3107 3325 3545 390.6 456.3 504.6 97 2. G316 916 240 940
Production Cost
MNet Indirect Taxes 244 26.2 144 263 2.0 3 . g ] b 6.0 60
T o] ) TF f [ - s Ay C o by ey Ty ke | VAT a1 ~
Commodity & T7.6 80. | B5.9 100. 1 | 40.4 |75, 22.8 22.3 e 24.0 289 326

Services Imports

Total Uses 417./ 4388 4848 5176 68T TILT | 1228 1223 1227 1240 289" ' |3Z&
fotal Final 296.| 3106 3262 3561 4049 ( ;
Consumption

! ;_"_I.'!: F:'l [uata :'.'::;;: I

=5 = : il T =1} o g P . =3 ! 3
0 0 1440 i 3.7 3 3.6 2.6 40 F1.0
Consumption
- ] ™ | ) | - (] & C i = ,
rl‘ :|£ [J._J!‘_;:'.' 3.'“ | o ] 1 | £ ¥ ,|:'I.L-J ' 4 o T I | i | r 5 | & ! | i t 7 i:_.'
Lonsumptior
g T " H P |_—1 C -y o Tl - l'_ r-.~ r A - ‘o e =
fotal Investrnents 66.5 65 69.2 70.5 B2.2 95.0 19.6 18.3 18.3 16,9 6.9 VTt
| WS Y SIS Ee i F § P - - - = ~ = -~ / =
INYEsSTMIENT. iy = B30 '_.-'"I '_“_- -}b F N -.l‘_ :1 ||'_- hud | y | 7 H & 3 I':'- 4 I 7 1
' - 0 | ") W | = | % e ol = . . o
L |‘.'_qi”'.1._.li-'_* Ta {_::.t-__u_!- f .| | 2.4 ) & 2 ,L_n 0.6 (5 () 4 :;‘El ;';l g 5

R
L

Commodity &
Services Exports

I ol./ 6.4 91.0 1386 1662 6.2 1 7.3 18.3 21.8 £B.6 31.0

source: Mimstry of Flanning

s m—————— S el e LSS —————  ———— ———— . ————— e e ST ——

Table 1.3.a: Macroeconomic Data
Resources and Uses in Constant Prices - (2001/2002 Prices)
Quarterly Data (2004/2005 - 2005/2006

LE Billions

2004/2005 2005/2006

Total Resources 1389 1375 |48.6 149.2
GDP at Market Prices 1121 105.3 1 18,0 1117

GP at Factor Production Cost 105.3 985 | 109 104.8
MNet Indirect Taxes 6.8 6.8 i 69
Commodity & Services Imports 26.8 32.2 30.6 37.5
Total Uses | 389 137.5 | 48.6 1492
Total Final Consumption 975 923 103.3 98 5
Final Private Consumption 84.0 81.3 89.0 87.0
Final Public Consumption | 3.5 0 | 4 3 1 1.5
Total Investments | 4.5 4.8 6.3 | 6.4
Investments 4 |48 | & | 6.4
Change in St 0.0 0.0 0. O
Commedity & Services Exparts 263 30.4 2210 343

Source: Ministry of Planning

T e e e R R e e e e s
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Table 1.3.b: Macroeconomic Data

Resources and Uses, Growth Rate in Constant Prices
Annual Data (1999/2000 - 2004/2005)

LE Billions

Growth Rate %

Items (1996/1997 (2001/2002 Prices)
Prices)
1999/00 2000/01 2001/02 2002703 2003/04 2004/05 | 1999/00 2000/00 200102 2002703 2003/04 2004/05
Total Resources 3804 3905 4648 4780 5090 5604 3.6 2.7 1.5 28 6.5 101
GDP at Market Prices 309.3 3202 3789 3910 4070 4271 54 35 LK 3.2 4 | 49
JF at Fa L8 2968 3545 362 381.C )0 ) 3 5.1
uction C
Met Indirect Taxes L2.3 234 244 255 260 26 (0.9) 9 J i 2.0 2.7
Commodity & Services 71.1 70.3 85.9 87.0 1020 1333 | 34) (F1) (6.0) 1.3 |72 30.7
imports
Total Uises 3804 3905 4648 4780 5090 5604 3.6 L7 1.5 28 6.5 10,1
Total Final Consumption 2635 2743 3262 3350 3420 3604 49 4, 2.7 24 2.1 5.6
Final Private 2308 2400 2790 2860 2920 3084 5.1 40 2.7 2.3 2.l 5.8
Lonsumplion
Final Public 32.7 34.3 47.2 490 S0.0 52.0 2.8 49 2.6 2.7 2.0 4
Consumption
Total Investments 62.2 39.7 67.2 64.0 68.0 nT (14) (4.0) 5.0 (6.2) 6.3 9.3
Investments 59 .4 58 67.5 6l.6 657.0 73.2 (2.3) 2.2) (8.7) 6.2 2.8
Change in Stock 28 6 1.7 24 0 2.5 21.7 41,2 (125 iy X : 3.8)
Commodity & Services 54.7 56.5 69.4 790 990 1243 3.8 3.3 (7.8) 138 253 264
Exports

Source: Ministry of Planning

saoipuaddy
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Macroeconomic Data
rivate Sedtﬂﬁh Factor Cost Current Pﬂt:es
/2005 - 2005/2006)

LE i‘“‘hHlnns

Sectors

Q2 2004/2005 Q2 2005/2006

Agriculture, Woodlands & Hunting
Extractions
Petroleum
as
Other Extractions
Manufacturing Industries
Petroleum Refinment
COther Transfer
Electricity
Vvater
Construction & Bwldmg‘i
Transportation & Communication
Suez Canal
Whole Sale & Retall

Financial Intermediaries &
Supporting Services

Insurance & Socal Insurance
Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate & Business
Services

Public Government

Education, - Health, Socal, Cultural
Entertainment & Personal
Services

Source: Ministry of Planning

Public
35
|4,566. |
B,4B80.0
5.990.0
6, !
3.182.1
7700
2,412,
1,.548.0
461 .8
1,058.0
1,062.3
5, 101.9
496.0
40239

2.5870
35.0
136.2
75,6

&0.6

23120
&/.1

436409

Private
15,7765
2.6734
1,295.0
1,.250.0
1284
22,6435
481.0
22.162.5
180.0
0.0
30110
f 137D
0.0
15,980.0
2026,

| 18.0
3,078.0
4091.2
20854
20058

0.0
3.105.6

79.8208

15,780.0
| 7.239.5
27750
71,2400
2245
25825.6
1,251.0
24,5746
|, 728.0
461.8
4,069.0
8,199.8
50139
16,4760
60500

2,705.0
31130
42274
21610
20664

23120
31727

(234617

Public
3.7

19.692.7
o IGE}E .::.

2.781.0
37.0
144.0
/8.0
66.0

10,15%.0
/1.8

51,6167

Private
16,6370
3.090.0
| 2440
1,/06.0
140.0
24.455.0
5250
239300
181.0
0.0
34660
792100
0.0
1 7,430.0
21578

1270
3,105.7
43940
2,209.0
2,850

0.0
3,284.0

862375

16,640.7
22,7827
10,342.0
12,1960
244.7
27,8350
1,.315.0
26,5200
1. 877.0
5050
4,675.0
9.023.0
59180
17,965.0
6,459.3

29080
3,147
45380
22870
22510

10,159.0
3,355.8

137,854.2



‘Table 1.4.b: Macroeconomic Data
GDP in Public & Private Sectors in Current Prices

SECtors

Agniculture, Woodlands & Hunting
Extractions
Hotroleum
Gas
Other Extractions
Manufacturing Industries
Fetroleum Refinement
Cxther T ansfier
Electricity
VWater
Construction & Buildings
Transportation & Communication
Suez Canal
Whole Sale & Retall

Financial Intermedianries & Supporting
Services

Insurance & Social Insurance
Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate & Business Services
Public Government

Education, Health, Social, Cultural, Enter-
tainment & Personal Services

Grand Total

SOurce '\-':HHHI:F':, ot +".’.|nn||'|pg_

Quarterly Data (2004/2005 - 2005/2006

5.2
154749
H,522.0
68710

|G
25105
69/.0

oo

135
5890
432.4

2
3

i

Lad  LaJ

S

1,293.6
4.766.5

672.0

4.045.0

0

26360
370
106.4
68.5
379

13,0000
63.3

47,5648

QI - 2004/2005

Private
23.566.8
2,790.3

4250
2360
1093
1 7.957.5
461.0
| £ 496,02
305.0
0.0
3.072.7
2,020.2
0.0
|4.443.8
|.368.1

86.0
4.357.0
4.026.7
20447
1.982.0

00
1.662.0

80,656,

LE Millions

Total
235720
18,2652
9.947.0
B.127.0

191.2
204680

[,158.0
19.3100
|,694.0

4324
4.005.7
653138
4.766.5
15,1158
5413.1

2,7220
43940
4.133.1
21132
20199
13,0000
3.7253

1282209

Public

89.3
27410
830

758.0
4360
475.0

1, 0580
1,430.0
53770
7245
4,36%.0

2.881.1
38.0
1120
720
40.0

13,9900
66.0

33.556.7

QI - 2005/2006

Private

31551.0
54190
0.0
15,543.0

| 4850

920
44610
4,2250
21450
2.080.0

0.0
38410

86,4923

248928
21,559.6
10,3780
10974.0
207.6
22,2040
1,296.0
20,908.0
2,055.0
4750
4,609.0
6,849.0
5.277.0
16.267.5
58540

2973,

44990
4,337.0
22170
21200
13,9900
39070

140,049.0

saoipuaddy
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Table 1.4.c: Macroeconomic Data
GDP in Public & Private Sectors in Current Prices
Annual Data (2003/2004 - 2004/2005)

Sectors LE Millions

2003-2004 2004-2005
Public Private Total Public Private Total
Agriculture, Woodlands & Hunting 52.5 62,1995 69,2520 336 754384 754920
Extractions 48,734. B.7127 574468 50.847.7 2.163.2 60,0109
Petroleum 290540 47230 33.777.0 289670 45450 335160
Gas 19,2380 36110 22,8490 214240 42230 25,6470
Other Extractions 447 | 378.7 8208 456.7 392 847.9
Manufacturing Industries 11,3020 723490 83,651.0 12,277.3 78,0549 90,3322
Patroleum Refinement 25800 | 6750 42550 3.US58.6 | 221.8 4980.4
Other Transfer 87220 70,6740 79,396.0 2,218.7 76,133.1 853518
Electricity 57950 10800 68750 6,648.4 |,189.] 7.837.5
Water |,788.6 0.0 |,788.6 940.6 0.0 1.940.6
Construction & Buildings 24120 16,090.0 18,502.0 2,6100 17.496.0 20,1060
Transportation & Communication, 4.680.6 23.7354 284160 5.261.0 264999 31,7609
Suez Canal |5.888.6 0.0 |5,888.6 20,3533 0.0 20,353.3
Whole Sale & Retail | 9775 48.714.6 50,692. 1 2.191.1 548755 57.066.6
Financial Intermediaries & Supporting 15,8666 85380 24.404.6 17,2153 A 164278
Services
Insurance & Social Insurance 10,4639 227, 10,69 1.0 | 1, 2068 2484 |'1,455.2
Restaurants & Hotels 161.9 1 2.499.7 12,6616 200.8 16,205.5 | 7.106.3
Real Estate Activities 6649 15,3709 160358 7458 16,980.6 17,7264
Rent 2752 8,319.0 8.594.2 306.6 9.026.1 2.332.7
Other Real Estate & Busingss Services 389.7 70519 744 6 4392 79545 B8,393.7
Public Government 46,293.1 0.0 46293, 51,8946 0.0 51,8946
Education, Health, Social, Cultural, 872.3 12,8719 13,744.2 958.7 14,159.1 150178
Entertainment & Personal Services
Grand Total 1669536 2893888 4563424 1844050 3202231 = 504,628

Source: Ministry of Planning
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Table 1.5.a: Macroeconomic Data

‘GDP in Public & Private Sectors in Constant Prices - (2001/2002 Prices)
Data (2004/2005 - 2005/2006

Quarterl

Sectors

Agriculture, Woodlands &
Hunting

Extractions

Petraleum

(Gas

Orther Extractions
Manufactunng Industries
Petroleum Refinement
Other Transfer
Electricity
Vvater
Construction & Buildings

Transportation &
Communication

Suez Canal
Whole Sale & Retail

Financial Intermediaries &
Supporting Services

Insurance & Social Insurance
Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate &
BUE!HE‘SE SE'-"\-'IEE'S

Public Government

Education, Health, Social.,
Cultural, Entertainment &
Personal Services

Soree:  Ministey of |".|r|~.1:|‘|;_1

Private
126780

|,469.0
551.0
791.0
20,0930
306.0
19,787.0
153.0
0.0
3.0700

6,680.0

0.0
14,713.0
1.932.0

106.0
3.078.0
3.518.6
| B99.6
1,619.0

0.0
28390

LE Millions
Q2 - 2004/2005
Public Private Total Public
30 123140 12.317.0 3.1
6592. 1,21 1.9 /7.804.0 80630
37520 563.0 43150 3.605.0
2.749.0 5260 3.2750 43640
21.1 122.9 2140 34.0
2,397.8 189482 213460 24910
454.0 230.0 744.0 4440
1.943.8 18,6582 206020 20470
1.5420 1520 | ,694.0 1,650.0
4455 0.0 4455 473.6
830.0 2,7200 35500 929.0
9094 6254 71608 968.0
4.631.0 0.0 46310 4.996.0
3950 14,113.3  14508.3 409.0
3.468.5 1.870.3 53388 3.2899
2.362.0 101.0 24630 24680
340 1885.2 29132 350
95.6 3.400.7 34963 28.0
65.0 1,B28.0 1.893.0 67.0
30.6 | S727 1,603.3 31.0
8.0250 0.0 8,025.0 8.285.0
54.6 2,750.5 2.805.1 56.0
317855 667185 985040 345146 703296

Q2 - 2005/2006

Total
| 2,681.1

9.5320

41560

51550
2210

22,584.0

7500

21,8340

1,.803.0
4736
3.999.0
71,6480

4.996.0
15,122.0
35219

25740
3.113.0
36166
I.966.6
1,650.0

8,2850
28950

104.844.2

Public

3.3

223

(3.9)

28.7

86

Growth Rates %

Private

129

6.9

0.0
4.2
3.3

4.5
6.6
34

19

2.9

3.2
3.2

64
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Growth Rates %

LE Millions

QI - 2004/2005 QI -2005/2006
Private Total Public Private Total Public Private Total
Extractions 67516 12199 79718 76331 13626 @ 89957 13,] 117 128
Petroleum 37940 5830 | 43770 37371 5673 | 43044 | (1.5) 2.7) (17)
Gas 28800 5320 ~ 34120 38160 6863 45023 325 29.0 32.0
Other Extractions 77.6 1045 1825 BO.O 109.0 1890 3.1 39 3.6
Manufactuning Industries 3574 157341  IBO%IS 24824 165350 190174 5.3 5.1 5.1
Petroleum Refinement 425.0 2860 AR KR 461 .1 3069 7680 85 73 8.0
Other Transfer 19324 15448.1  I73805 20213 16228 182494 4.6 LA 5.0
Electricity 1,550.0 2950 1,.845.0 | 675.6 3009 19765 8.1 20 7.1
Water 3873 0.0 387.3 4105 0.0 4105 6.0 0.0 6.0
Construction & Buildings Bll& 27624 35740 9050 30844 39894 1.5 1.7 1.6
Transportation & Communi- 13373 49701 63074 14136 52883 67019 5.7 6.4 6.3
cation
Suez Canal 34604 0.0 34604 38999 0.0 38999 2.7 0.0 127
Whole Szale & Retail 568.0 13,0234 135914 5794 135704  14,149.8 20 4.2 4|
Financial Intermediaries & 3,736.0 |,267.1 5.003.1 38705 1,312.7 51832 36 36 36
Supporting Services
Insurance & Social Insurance  2,2849 759 23608 23489 789 24278 28 40 28
Restaurants & Hotels 36.6 43554 43920 36.7 44425 44792 0.3 2.0 20
Real Estate Activities 9472 36686 @ 37628 97.3 37676 38649 33 2.7 2.7
Rent 628 1.808.2 1.871.0 649 1,857.0 19219 3.3 2.7 2.7
Other Real Estate & 3.4 | .860.4 18318 324 19106 15430 3.2 2.7 2.7
Business Services
Public Government 11,302.0 0.0 11,3020 11,7315 0.0 117315 3.8 0.0 38
Education, Health, Social, 409 32467 32876 42.3 33449 33872 34 30 30
Cultural, Entertainment &
Personal Services

Source; Ministry of Planning
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Tabfalis-amc L e T
GDP in Fubﬁc& -"m,s-u@wwzmw }
ata mgggngﬁ SRl T

A;mnt MI 5 0}
LE Millions

Sectors 2003/2004

2004/2005

Agricutture, VWWoodlands
& Hunting

Extractions
Petroleum & Gas
Other Extractions

Manufacturing Industries
Petroleum Refinement
Other Transfes

Electricity

VWater

Construction & Buildings

Transportation &
Communication

Suez Canal
Whole Sale & Retail

Financial Intermediaries
& Supporting Services

Insurance & Sooal
insurance

Restaurants & Hotels
Real Estate Activities
Hent

Other Real Estate &
Business Services

Public Government

Education, Health, Scoal,
Cultural, Entertainment
& Personal Services

Source: Mimstry of Planning

Public Private
2340 62,1600
26,2504 4,665.3
259190 42190
131 4 4463
9501.3 63,3623
| 7220 L1120
1.079.3 62,2503
57370 10130
| 6774 0.0
6.580.0 98588
43384 22.350.0
| 1,228.8 0.0
|.782.6 425145
| 4457 | 1.793.0
94619 200.7
| 36.0 | 1,082.5
592.4 139815
EE‘-U.“ ?,*1"5!:3.2
342.0 6518.3
370969 0.0
785.3 12,1599
1298595 251, 141.5

Toral
52,3940

30915.7
30,1380
1777
/2.863.6
2,8340
700256
6,750.0
|,6774
16,438.8
26,6884

| 1,228.8
44.297.1
22,2501

26616

11,2185
145739
77136
6.860.3

37,0969
12,945.2

381,001.0

Public
2422

26491 .6

13,171 4
| B&7.7
| 48908

2./458

166.7
6l14.0
258.2
395.8

38,580.8
798, |

1358927

Private
64.335.6

4,665.9
42150
4509
66,5731
| 1480
65.425.1
1,053.5
0.0
10,2479

239578

0.0
44613.3
80268

206.7

13,762.2
14.527.0
7.745.0

6./8440

0.0
12,5649

2645347

Total
645778

31,1575
30,3730
784.5
76537.1
29360
73,601,
72090
| .745.1
17,0931
28,5736

131714
46481.0
223176

99525

13,9289
15,141.0
8.003.2
71378

38.580.8
13,3610

4004274

sao1puaddy
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2005/2006

2004/2005

Agriculture, Woodlands & Hunting
Extractions
Petroleum
Gas
Other Extractions
Manufacturing Industries
Petroleum Refinement
Other Transfer
Electricity
Water
Construction & Buildings
Transportation & Communication
Suez Canal
Whole Sale & Retall
Financial Intermediaries & Supporting Services

Insurance & Social Insurance

Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate & Business Services
Public Government

Education, Health, Social, Cultural, Entertainment &
Personal Services

Source: Ministry of Planning

Public Private ot; Public Private
0.8 4.0 40 1.0 35
1.6 68 24 09 0.0
(3.6) 20 (2.9) (3.8) (8.8)
0.2 143 0.8 7.6 0.8
3.3 4.0 37 0.7 1.0
(0.7) 20 1.6 49 5.1
(15.0) 99 (6.7) 38 32
32 19 2.0 5.1 5. |
(2.0) 87.6 56 7.3 40
49 0.0 49 40 0.0
1.5 46 42 40 40
30 7.5 68 6.8 7.6
113 0.0 11.3 17.3 0.0
33 1.3 | 4 (0.8) 49
1.8 52 30 3.0 3.0
26 36 2.6 30 3.0
447 46.2 462 226 24.2
29 39 39 36 3.9
0.8 1.7 |7 3, 38
45 6.6 6.5 40 40
2.3 0.0 27 40 0.0
0.6 5.8 55 .4 33

(44)
8.1
09
50
3.6
5.1
6.8
4.0
4.0
75
17.3
4.7
30
30
242
39
38
40
4.0
3.2

T e e e T e



Sectors 2003/2004 (Structure %) 2004/2005 (Structure %)

Public Private Total Public Private Total
Agriculture, Woodlands & Hunting 0.0 244 164 00 239 16.1
Extractions 210 1.8 8.1 202 |.7 78
Petroleum 12.2 0% 4.6 |1.2 0.8 42
Gas 85 0.7 33 8.7 0.8 34
Other Extractions 0.3 0.2 02 0.3 0.2 02
Manufacturing Industries 7.6 248 1.1 76 24.7 9.
Patroleum Refinement | 4 0.4 0.7 | 4 0.4 0.7
Other Transfer 6.2 243 | 8.4 6.2 243 184
Electricity 46 04 1.8 4.2 04 1.8
Water 1.3 00 04 1.3 0.0 04
Construction & Buildings 1.6 5.6 43 |.6 56 4.3
Transportation & Communication 34 8.7 70 35 89 7.1 )
Suez Canal 90 0.0 29 (0. 0.0 33
Whole Sale & Retail 1.5 6.6 L7 1.4 16.6 1.6
Financial Intermediaries & Supporting Services 1.5 30 58 | 1.4 30 5.7
Insurance & Social Insurance 7.6 0.1 25 74 Q. 25
Restaurants & Hotels 0.1 43 29 0.1 5] K 7
Real Estate Activities 05 5.5 38 0.3 5.4 3.8
Rent 0.2 29 20 0.2 29 20 .
Other Real Estate & Business Services 0.3 g 1.8 0.3 2.5 1.8 (]
Public Government 29.6 0.0 97 295 0.0 9.6 | o
Education, Health, Social, Cultural, Entertainment & 0.6 48 34 0.6 47 5E) =

Personal Services 1

-

Source: Ministry of Planning
I = EERRE s —— = == = =L _= S Sif —Ss_Ss==—===aaa === == 551 s ==L S SSssE £ S

61



QI - 2004/2005 QI - 2005/2006

Private Total Public Private
Agriculture, Woodlands & Hunting 8.4 35,380.6 35.38%.0 9.2 39,0218 39.031.0
Extractions 18,1733 28284 21,0017 21,6260 33040 249300
Petroleum 10,4560 1425.0 11,881.0 10.928.0 |,428.0 12,3560
Gas 7565.0 1,256.0 8.821.0 105330 17170 12.250.0
Other Extractions 152.3 147 4 2997 1650 159.0 3240
Manufacturing Industries 11,7744 45.789.6 - 57.564.0 139740 50,7400 64,7140
Petroleum Refinement 44000 1,434.0 58340 5,899.0 [ 9480 78470
Other Transfer 73744 44,355.6 51,7300 8.075.0 48.792.0 56,867.0
Electricity 25490 4400 29890 28140 4480 3,2620
Water 744.8 0.0 7448 8270 0.0 8270
Construction & Buildings 2.100.0 7.3628 94628 2.363.0 8,999.0 11,3620
Transportation & Communication: 4,908.2 9.124.3 140325 5.379.5 10,0399 154194
Suez Canal 4,870.0 00 4,870.0 56492 0.0 5.649.2
Whole Sale & Retall | 437.0 20.831.0 22,2680 ,.549. 1 23,1238 24,6729
Financial Intermediaries & Supporting 4408.3 5421 59504 46992 1,675.0 63742
Services
Insurance & Socal Insurance B, 1684 246. | 84145 89035 283.1 9.1B66
Restaurants & Hotels 83.7 79832 80669 84.3 82004 82847
Real Estate Activities 131.7 4,308.0 44397 143.3 45923 47356
Rent 748 22450 23198 814 2.3930 24744
Other Real Estate & Business Services 56.9 2.063.0 2,199 619 2.199.3 2.26|.2
Public Government 182178 0.0 189178 20,904.2 0.0 209042
Education, Health, Social, Cultural, Entertain- 84.0 8.857.0 8941.0 864 9,388.0 94744

ment & Personal Services

Source: Ministry of Planning



Table 1.8.b: Macroeconomic Data |
Total Production in Public & Private Sectors Ctirmm Pﬁaes:
2003/2004 - 2004/2005)

Annual Data:

Sectors

Public

Agriculture, Woodlands & Hunting 81.8
Extractions 57.893.7
Petroleum 342910
Gas 22,7810
Other Extractions 821.7
Manufactuning Industries 43,1666
Fetroleumn Refinment 16,1920

Oither Transfer 269744

Electricity 94075
Water 25559
Construction & Buildings 35,3728
Transportation & Communication 9.396.3
Suez Canal 16,388.2
Whole Sale & Retail 44438
Financial Intermedianries & Supporting | 7.688.5
Services
Insurance & Soadal Insurance 11,022.8
Restaurants & Hotels 321.9
Real Estate Activities 921.6
Rent 281.7
Other Real Estate & Business Services 6399
Public Government 61,889.2
Education, Health, Social, Cultural, Entertain- 21966
ment & Personal Services
GrandTotal 2427472

SO f's'n::nh‘,. il |’|;|hr1|n:,;

2003/2004

Private

20,8535
8.845.|
4,723.0
36110

S1LI

191.077.2
50930

185.784.2
1,585.0

0.0

39,8988

33.490.3
0.0

67,1000

2.403.1

5035
24,7519
15,854.6
8,60.L7
Vi
0.0
25,6924

LE M'rliir:rns
Total Public
209353 835
66,7368 61,5469
39.0140 34,8060
26,3920 25.892
|.3328 848.9
2342438 47 464. |
21,2850 89530
2129588 28511,
10,992.5 10,7929
25559 2.770.6
4527186 58085
42 886.6 10,574.6
16,388.2 209769
715438 49128
27091.6 19,192
11.526.3 | 1,800.4
250738 399.2
16,7762 1,031.5
8,884.6 3138
718916 7177
61,8892 693778
27,8890 24119

5090554 7518026  269.1437

2004/2005

Private

93,0000

7.299.9

205,669 4
58450
1998244
| 74159
0.0
43,3523
37,1710
0.0
75.1719
10,1348

549 .6
32.762.6
| 74995
9 444
8.1654

0.0
28,2054

5605583

99,0835
70.846.8
39,3550
30,115.0
| 3768
253,133.5
247980
2283355
12,5348
27706
49,1608
47.745.6
209769
80,084.7
29,3269

12,3500
33,1618
18,531.0
96479
8,683.1
69,3778
306173

8297020

sao1puaddy
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Table 1.9.a: Macroeconomic Data
Total Production in Public & Private Sectors in Constant Prices - (2001!2002 Prices)
Quarterly Data: (2003/2004 - 2004/2005)

LE Millions Growth Rates %
QI - 2003/2004 Q1 -2004/2005
Private Total Public Private Total Public Private Total
Agriculture, Woodlands & 2330 253750  25608.0 238.2 162260 264642 22 3.4 3.3
Hunting
Extractions 74147 |, 1937 86084 75732 1,256.5 8,.829.7 2] 53 2.6
Petroleurn 4.3530 580.0 49330 4,2270 583.0 48100 (2.9) 0 (1.3)
Gas 292( 475.0 33950 3,202 5320 3,7340 07 | 2.0 10,0
Other Extractions 141.7 1387 2804 | 44.2 4135 2857 .8 2.0 | 9
Manufacturing Industries 93478 392066 485544 94968 408702 503670 1.6 4.2 3.7
Petroleum Refinement 2.7040 8250 35290 2.709.0 B85.0 3.594.0 0.2 7.3 |.8
Other Transfer 66438 3838Bl&6 450254 67878 399852 467730 2.2 4.2 39
Electricity 2.404.0 3700 27740 2.498.0 4270 29250 39 154 54
Water 549.2 0.0 549.2 551.0 0.0 551.0 0.3 0.0 0.3
Construction & Buildings 3.630.0 45450 8,175.0 37347 47083 8.443.0 29 3.6 33
Transportation & Com- 1.895.8 7.310.6 2.2064 1.948.5 75265 94750 2.8 30 29
mumcation
Suez Canal 3.090.7 0.0 3.090.7 3.474.1 0.0 3.474.1 124 0.0 12.4
Whole Sale & Retalil 920.0 17,2400  18,180.0 946.1 18,2405 19,1866 28 58 S
Financial Intermediaries &  3914.7 |,359.8 5.274.5 4.076.3 |, 405.3 5481.6 4. 3.3 39
Supporting Services
Insurance & Social Insur- 24143 1086. 25204 24924 109.3 2.601.7 32 3.0 32
ance
Restaurants & Hotels 59.0 63160 6,375.0 783 B8,1954 8,273.7 32.7 29.8 298
Real Estate Activities 1'12.8 3.751.9 3.864.7 |16 3.850.2 39663 29 16 2.
Rent 60.8 |, 858.9 1.219.7 62.8 |,894.3 1,.957.1 33 | .9 | .9
Other Real Estate & 52.0 1. 893.0 |,245.0 533 1 9559 2.009.2 2.5 3.3 3.3
Business Services
Public Government 15,055.0 0.0 150550 154600 0.0 15,460.0 2.7 0.0 2.7
Education, Health, Social, 766 6,886.6 6,963.2 /85 70520  Zl375 25 2.5 2.5
Cultural, Entertainment &
Personal Services
Grand Total 511176 1136613 1647789 527622 1198742 1726364 32 55 48

Source: Ministry of Planning



Table 1.9.b: Macroeconomic Data
Total Production in Public & Private Sectors in Constant Prices - (2001/2002 Prices)
‘Annual Data: (2003/2004 - 2004/2005

Agricutture, Woodlands & Hunting
Extractions

Petroleum

Gas

Other Extractions
Manufacturing Industries

Petroleum Refinement

Other Transfer
Electricity
VWater
Construction & Buildings
Transportation & Communication
Suez Canal
Whole Sale & Retail
Financial Intermedianes & Supporting Services
Insurance & Social Insurance
Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate & Business Services

Public Government

Education, Health, Social, Cultural, Entertainment &

Personal Ser wces

‘Grand Total

Source: Ministry of Planning

Public
oS
294620
17,0230
| 1,823.0
&l 60
34.8565
10,59 | .0
23,8655
9.790.0
2,3954
44932
8.666.1
11,5819
42306
16,117.2
10,012.6
2704
gl />

g =

-
LJ00D

2616

49,594.8

| .97/7.5

2003/2004

Private
81,638.7
48213

|67.584.4
34320
|64,152.4
| 629, |
0.0
35,833.3
31,5834
0.0
58.559.9
8581.0
4459
229455
| 44209
77179
6./030
0.0
242713

1B4,341.6 4523147

LE Millions
Total Public
81,7142 76.3
34,2840 30,131.1
19,368.0 16,924.0
13.697.0 25870
1,219.0 620, |
2024409  36.159.7
144230 11,30B.6
1880179  2485!.1
11419, 99927
2,3954 2491 4
40,326.5 46559
40,2495 92275
11,581.2 13,5750
62,7905 4,187.7
24,698.2 | 6,600.7
10458.5 10,291.2
232159 331.4
152388 845.7
719742 2643
7.264.6 581.4
495948 51,578.6
26,248.8 20028
636,657.0 1921477

2004/2005

Private
B4.6/648
48235

_lﬁa

0
20760
608.5

1 75:25 1.2
35318
1717194
|.543.3
0.0
37,170.1
339020
0.0
61,114,
B,830.4
457.3
26,6709
14971.1
8.009.3
69618
0.0
25,0297

4744404

84,753.1
34954.6
19.063.0
| 4.663.0
1,228.6
2114109
14.840.4
1965705
11,5360
24914
41,8260
43,129.5
13,575.0
65,301.8
25431.1
10,748.5
270023
158168
8,273.6
7.543.2
51,578.6
27.032.5

666,588 |

saoipuaddy
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Agriculture, Woodlands & Hunting
Extractions

Petroleum

Gas

Other Extractions
Manufacturing Industries

Petroleum Refinement

Other Transfer
Electricity
Water
Construction & Buildings
Transportation & Commumication «
Suez Canal
Whole Sale & Retail
Financial Intermediaries & Supporting Services
Insurance & Social Insurance
Restaurants & Hotels
Real Estate Activities

Rent

Other Real Estate & Business Services
Public Government

Educatin Health, Social, Cultural, Entertainment &
nal Services

-

i .

b 5 v
. e .

Source: Ministry of Planning

Public
0.8
|.7

(3.5)
10.3
3.1

(2.7)

(10.7)
1.5
30
49
|4
2.6

102
3.3
|.B
26

447
44
0.7
6.2
26
0.4

2003/2004

Private

38
6.7
20
14.3
4.0
23
326
|.8
86.6
0.0
45
1.0
0.0
l.2
5.2
3.6
501
38
1.6
6.4
0.0
5.8

38
24

@9
108

36
|4
(32)
1.8

100

439
4.1
60

109

13
30
26
510
38
16
26

54

Public

[l
23

(0.6)

6.5
0.7
37
29
4|
2|
4.0
36
6.5
17.2
(1.0)
3.0
28
226
34
3.1
3.5
4.0
1.3

2004/2005

Private

37
0.0
(B.:8)
0.8
1.0
4.6
29
4.4
(5.3)
0.0
3.7
7.3
0.0
4.4
29
26
|6.2
38
38
39
0.0
3.

Total
37
20
(1.6)
7.1
0.8
44
29
4.5
1.0
4.0
3.7
72
7.2
40
30
28
16.3
38
38
38
40
30




Sectors 2003/2004 (Structure %) 2004/2005 (Structure %)

Public Private Total Public Private Total

Agriculture, Woodlands & Hunting 0.0 180 12.8 0.0 17.8 127
Extractions 16,0 l.1 54 15.7 1.0 52
Petroleum 92 0.5 30 8.8 05 29
Gas 6.4 04 22 6.6 04 22
Other Extractions 03 0.1 02 0.3 0.1 02

Manufacturing Industries 189 37.1 318 188 36.9 317
Petroleurn Refinement 6.0 08 23 59 07 22

Other Transfer 12.9 36.3 295 129 36.2 295
Electricity 53 0.4 |.8 52 03 |7
Water 13 00 04 13 00 04
Construction & Buildings 24 79 63 24 78 63
Transportation & Communication 4.7 10 6.3 48 7.1 65
Suez Canal 63 00 18 7.l 00 20
Whole Sale & Retall 23 129 99 22 129 98
Financial Intermediaries & Supporting Services 8.7 | 9 39 86 |9 38
Insurance & Social Insurance 54 0.1 1.6 54 Q.1 1.6
Restaurants & Hotels 0.1 3.l 3.6 0.2 5.6 4.1
Real Estate Activities 04 32 24 04 32 24
Rent 0.1 1.7 1.3 0.] 1.7 1.2
Other Real Estate & Business Services 0.3 1.5 1.0 0.3 1.5 {7 |
Public Government 269 0.0 78 268 0.0 77
Education, Health, Social, Cultural, Entertainment & .1 54 4.1 1.0 5.3 4|

Personal Services

Source: Ministry of Planning
e T e e e e

67



68

Table 1.12: Macroeconomic Data

Price Index for Commodities and Services - (1999/2000 Prices)
Monthly Data ( February 2005 - February 2006)

Feb-05 Mar-05 Apr05 May-05 Jun-05  Ju05  Aug05 Sep-05 Oct-05 Nov- Dec05 Jan-06 Feb-06

= - N %
F Py . L 7 3 - i v 1 s -
- -., 5 - . - o ;
ba A | i6 16.1 3k 36 36 I3 & | 36.1 & E ! | 36
- = — - - 5 F
4 i 3 F. = = LA _| - = 403 d L_J L 41 =l | 3k -'u '_-_\__ =
- : . . . - -
LUEimy 1= - = ) b F dia £ IS L5 1 ] L B B i | 130
= "
11
rriture, gl & 1 E | 3. 1B fa:| 1.4 ) 3 i328
i
2 FATAY i | * i Pty | £d & [ i i ]
- - 1
PrArSFOr TSN F F s Fdu B L0 L0 L0059 0.5 ;. Pl LN 1
v = 58
o Zion & - o gl f =19 o i | /e - Y - + 5 g
- il = = n
x o L 'S " | ] | £ S, -2 i i LI | £ 1.0
- e & ¥
' f | ] 1 i p ol ' = - £
4 ~a B Hamr®ai =it | | 20) f | 1 i
ANeS Cu o AN R = LT u > ' L ol 3
Rd, _— . - } | I i 3 3
s ElanedLUEs D00 & SBmAICES Fs FE L Ll i LEL ) i | Ll | £1.1 Lo | &l.d L L

Source: CAPMAS
_
Table 1.13: Macroeconomic Data |
Annual and Monthly Inflation Rates of Consumer Prices for Urban Areas

(2001-2006)

2006

January 2.6 0.5 2.4 0.5 L 0.5 |9 9.6 0.2 34 0.5

February o FC LomR, A NN > ] RTEUe ML VR - 200 69 (04 40 Ol

March 24 0.2 2.5 0.2 3.6 0.7 o .7 5.7 0.5
April 2.3 0. 2.7 0.2 3.7 0.4 - 1.5 47 0.7
May 2.2 0.1 P 0.2 19 04 L 0.1 5.1 04
|une 2.3 0.2 2.7 0.2 4.0 0.2 . 0.2 1.7 (0.2)
uly 2.2 0.3 L6 (.2 44 0.5 16,9 0.7 4.3 0.4
August 2.1 0.1 2.7 0.2 4.5 0.3 |6.4 (0.2) 4.7 0.2
September 2. )2 0 LS 4.7 U.6 1 7.3 | .4 3.7 (L4
October &3 0.2 2.8 0. | 5.2 05 |8.2 1.3 3.9 0.7
November 5. 0.1 3.1 0.4 5.1 0.3 18.0 (. | 3.2 0.
December 25 0.4 1.0 0.2 5.5 0.6 | 7.3 0.1 3. 0.1

Source: CAMAPS
Mate: Starting luly 2003, data is based on the weights derived from the 99/00 household survey, and using 99/00 as a base year. Prior to this date. the basket was
based on the weight derived from 95/96 survey of expenditures and consumption, using 956 as a base year



Table 1.14.a: Macroeconomic Data

Investment Distributed among Economic Sectors: Quarterly Data (2005/2006
Q2 (LE Millions)

Sectors Government Economic Public Business  Private Business Grand Total
Authorities Sector Sector

Targeted Executed Targeted Executed Targeted Executed  Targeted  Executed  Targeted  Executed

: : 97600 63045
. 152506 34504
" 574 ; N7104 2446
H E 1313 454,
- ' : 5631 38815
g & 00498 fioh
| 4100 465
- 79 3395
" diariac 2 . - T | 479 4 AR 7
| ta B bdadald 1- 1 T7TIL B L4
Total 112 3 54 44 479 D04 fIRA 11 174840 9020
: . | 2 44453 | G084
i & H 41785 T258
£8 ’ - Y AR3 LQt ©
: TRI&3 17738
- 4 . 3 '8 ) 205241 47035
%o bere 4 i4 Q0
Grand Total 200019 50012 42482 B84 18954 SMI0 6A000D (64350 (113342 274057

Source: Ministiy of Planming

Table 1.14.b: Macroeconomic Data

Investment Distributed among Economic Sectors: Quarterly Data (2005/2006
QI(LE Millions)

Sectors Government Economic Public Business  Private Business Grand Total
Authorities Sector Sector
Targeted Executed Targeted Execured Targeted Executed Targeted Executed Targeted  Executed
I > licen & 1 ™~ oy 17 n 11} ) L .'3'5':'4 | -?:q
) E 4B 2363 5.9 : 19,7603 56377
a . l kN : 3.8 15,5078 4.611.1 }.
= : o e Tl - o ~an = — 4 b s
g 843 ; 478 5 608 ) 105381 6783
B 23 ol d . DM D |5 -'u
on & Bullding 21923 4628 g
Total 5.001.6 0400 804 ) =¥ i 29008 35090 470 27679 | 3.5608 %
0
: 2t r 349 : 3 200485 38205 M
L
4300 497
i |, 1%0.0 3065
| = SLDD b ) L=, 15 4 1L 2174 63,7
" ated &4 17036 3517
Tota 2,764 4854 3.243.4 4025 } 79 | 5235 6,388 271825 48511
o 44346 29039
AUt gt | 41920 6354
0 bk o ' i K9 4513
@i . ) = i TARS 9 1L.OTF1.7
lotal B 2728 1. 1008 F28.3 Y 4.2 6220 3800 289098 SO&B3
Vs _ ) 00 DL
Grand Total 183497 11214 £ 1484 7153 18.969,1 44205 820000 I51170 20672 234402

H9
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Table I.14.c: Macroeconomic Data
Investment Distributed among Economic Sectors: Annual Data (2004/2005

200472005 (LE Millions) (Structure &)

Government Economic Public Business Privare Business (irand Towl

Authorities Sector Sector

L

Agncutture, Irmgation & Reclamation 10187 B4.7 5 4.450.1 1.352:0

v Ol B Mirting 3.0 | 6L 2.1 384 145659 6199

Manufacturing Industries & Ol Product 18110 T4.6 4.1 341 85,2000 125901
T TS .lA-||'.,..'.' =| "."J.ﬂ'_-.' .‘,i Pl -I !'i'?! ';‘.' H 5 £ _all"l Y Eﬂ";ﬁ-"‘

truction & Buildings 518 24 1338

UG 3 LWL A 35.751.0 43,742.) 473
826.7 3030 175363

Suez Cana 0.0 326, | 00 ( 3260

Internal Trade 10 46.4 J 700 10895

Fimancial Intermediaries & Supporting Services U 3154 a54.7 ). 96719

Restaurants 8 Hotels 6570 10 &0.0 2.2000 302940

Tota 3,682 30813 57825 10,4030 229488 4R
Real Ectate Activitiss |B0.2 1 95000 100803 |09
ion Seraces 799 4 A g no 480 1.33832

Health Services 24918 1503 00 33421

Other Servces 7.259.4 579.7 02, 660 100143 108
Total 13.7309 788.8 1092 11,1460 257749 279
Grand Total 230508 54763 16,6388 47,3000 924659 100.0

Source: Ministry of Planning

Table 1.15: Macroeconomic Data
Total Investment in Government Sector Distributed among Financial Resources:
Quarterly Data (2004/2005)

Ql Q2 Q3

Sectors Budgeted  Implemented  Budgeted  Implemented  Budgeted  Implemented

(LE Millions) ! (LE Millions) ! (LE Millions)

Intermal Resources 50.3 %l | 63.6 | 2./ 2460 1 7.5
External & Internal Grants and Aud 9469 4.6 1039 [ 2.1 2973 10,7
National Investment Bank Loans 10025 | 8.4 356).2 73|

External Loans 152.3 | 11.0 &7

Unallocated Funds 0.0 0.0 0.0 0.0 0.0 0.0

Total 33190 15,8 41727 192 4,528 21.0

Source: Minmistry of Planning. Economic sectors re- classified according o 1993 pnalional accounts

Table 1.16: Macroeconomic Data
Total Investrnent in Economic Authorities Distributed among Financial Resources:

Sectors Budgeted Implemented Budgeted Implemented Budgeted Implemented
(LE Millions) % (LE Millions) 7o (LE Millions) o

internal Resources JBOE | 2.6 3627 165 453 4 200

External & Internal Grants and Aud 0.0 0.0 11.5 B/ 19.1 99

| e E 5 Jre | : = T =y d 2 “ o Ll B | = 4 TR b, ol &
Mational Investment Bank Loans el AN 1912 249 207.8 8.0
external Loans | 208 35,8 6.8 0L 69.5
Other Sources 38 0.0 0.0 o0 0.0 Q.0

Total 11068 18.1 12222 16.8 | 4698 234

Source: Ministry of }’|.'|:':n|r‘|g Economic sectors reé- classitied ac l.lL’l.!Iﬂ;.'l to 19493 national accounts



Table 1.17: Macroeconomic Data
Foreign Direct Investment (2000/2001 - 2004/2005

US% Millions *
20002001 2001/2002 200272003 2003/2004 200472005 ** 2004/2005

Q3

General Authority for Invest 645 637 849 029 685 240 214 36 95
ment and Free Zones - Law

Mo, 8 | 3G

General Authority for Invest- 5/ i) 36 } 50 3 A | 24 7
mert and Free Zones - Law

Moo 1597198 )

lotal General Authonty for JO2 olale B85 | 043 835 243 220 260 | 12
Investment and Free Zones

Petroleum | .o84 205/ 2,123 3.125 1.295 716 766 578 1,135
Total 2,386 272 3.008 4,168 4130 959 9R4 938 | 247

Source: Ceneral Authority tor Investment (GAF
* Exchange rates according w Central Bank ol Egypt
* Starting 2004/2005, FDI was calculated on paid up capital according to IMF recommendation
Law B/1997 tor Investment Incentives and Garntees
Law 1591981 for Joint Stock, Partenershup, Limited par Shares, Limited Responsibility Companies
020071 LLE. 4 MUSS
JOOTFAA02: LE 4.5/U5%
JO0272003:0ul - Fep) LLE. 4.5/0U5%, (Mar - lun): L.E: 6/LISS
JO03720H03: LB B, T1/LIS5

2O0472005: LLE. 5.85/LI5%
B e e = =B RS Bl I B = b ——— e o = . _ ]
Table 1.18: Macroeconomic Data

Foreign Investments in Companies (2000 - 2005)
LE Millions

2003

General Authority for Investment - Law No. B/ 1997

— i A OT ~ AL e B | o i AT et A 29 EoT
Issued Capital 4.B72 | 3458 1 2,204 EEE 26068 24587
Foregn Participation 3,467 2,125 1,622 5,152 6,607 10,155

Percent of Total 23 16 30 36 25 30
Companies Authonty - Law No. 159/198 1

i e o B B ™ - - ’ - itk
ssued Capital 2,616 116! 6,06 8,022
- L s -y ’ | &0 ALE | Y i N AT A
21en rarucipalion = ) & e K = ¥l J | + | b

Percent of lotal & |8 12 |8 2 43

Source: General Authonity tor Investment (GAFD & Companies Authorities
Issued Capital tor GAFl includes capital increase and expansion growth since year 2000
Foreign Farticipation tor GAFl includes loreign participation in capital increase and expansion growth since vear 2000

sadipuaddy

Table 1.19: Macroeconomic Data
Tourism * (2001/2002 - 2004/2005)

LE Millions - Current Prices

200172002 2002/2003 2003/2004 2004/2005

- 05 P C IT - ¥y p o -+ e
Value Added 2,10/ 7,728 | 2,662 17,106
Employment (in Thousands) 217 239 253 269

Investment ** 2,719 2.0 14 2.502 3,023

rource: Mimnistry of Planmng
* Tourism reters 1o holéls and restaurants

** Includes privale & public seclors
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2. Monetary data

Table 2.1: Monetary Data

Monetary Survey

LE Millions
Reserve Money
Currency in circulation autside tha CBE

Banks' deposits in local curnency with
CBE

Co I oart Aciats of Rbsan M
Net Foreipn Agsets
Daormestic Assats
Met Clams on Government (A+B-C)
A- Secumties
8- Credst faclites

P nle Andr
- _|-'|.-5n"'

Net Claims an Pubic Economic
Authories (A-8)

P=- U laims on public edonomic

A NerTieEy
B- Deposits

MNet Claims on Depost Money Banks

[i‘""i-:_'t,.ll L]
A. Clarms on depost maney banks

- ) 3 o
8- Deposit money banks® deposds

n foregn currency with CBE

Met Clams on Other Banking
Insttiution (A-8) *

A ':EL‘I'I'I"E. of afher [.'-'rlr"l"ﬂ-|"'|.:
istiuton

B- Other banking  inshitution’s

depasits in foreign’ currency with

La

S~
RE
L9y |

Other ems (net)

Source: CHE

* Derived from the CBE ‘s balance sheet

** Preliminan

May
170:453
65707
103,748

170453
32818
137,635
121,366
208021
12,228

55,883

- &

(27127}

43454

: Reserve Mone

Jun

177822

67.241
| 10581

177,822
37295

140,527
126,770

10802

5726

(24,175)

40 245

* All banks (ex).CBE} are considered deposit money banks

jul

2005

Aug

144717 147330

J045)
74756

144717
44513
100204
82074

'

197

37621

70.183
71147

147.330
46513

100,807
101,576

|B.731

Sep
151414
70,133
81.281

51414
49,050

102,364
04737

1 E A O
T"":"Irh

4.88/

(11, 1&0)

3083

L
Lal
Lid
Lalf

e

P LY

8274

Oct

155970

73795
BL174

155970
#7861

106,109
108,65

|64 906

(4.788)

5.669

Nov

58820

73086
H5.734

I58.820

50855
107,765
106,573

9.642

Dec

Jan

T
AWt
n-l:i

2006
Feb

- LULE

3
|

= ]

# A

Mar **

L
—1
-

163608 | 169215 173865 168651

73.173
90436

9536

74,844
94.371

57895
111,320
| 14,670
| 4 436
7909
27675

(4.358)

2382

4 950

(1.887)

_||I
-
.
P

.:'I-
--I'-
£
&

| 668

217

73,723
100.242

59807
114,158
112.974
| &4 4354
8426
59.808
(3:115)

107

74458
F4.193

s it

&0.860
107,791
I 16,206

163833

LT16

2377

o
(]

(10.560)



Table 2.2: Monetary Data

Banking Survey: Domestic Liquidity and Counterpart Assets
(May 2005 - February 2006) *

LE Millions

Domestic Liquidity (M2) 490,130 493884 505899 512730 514822 5I6716 SI8905 522296 | 528827 534409
Money Supply (M) 88338 89,685 93547 97698 99928 100,108 99680 100712 | 103455 102717
&)

1 BOA a8 980 70 307 59 609

Lad
-

(=

L)

By

Currency in 62498 63.029 65,888 55,973 66,335 39 70
crculation outside
the banking system
Dermand deposits in 25,840 26,656 27 .65

lacal currancy

¥y
o
ol
0
-
)
_-En
wf
Ty
iy
Lo
Lat
L
[Pl

Quasi-Money 415032 414894 416608 419225 421584 | 425372 431,692

3 1 L= N TRy TR F8% AN sl v = 0 0 - % . £ = = T, e - - . - = L ———
lme & saving L sl 83020 285717} JBB9BY JP0467 291,732 293548 298754 | 29873 100 9 2R
= r i == |
CEDOSIS 1N 1CCal
CUurmency

" = = = i ] g . a1 ™% = Il =™y o W i [ N B e s = e e | i = e | = - N S
Demand, time & 122416 120179 126580 126043 12442 24876 677 24,828 26,64 30,754

saving deposis in

foreign currencies
Counterpart Assets 490,130 493,884 505897 3512730 514822 516716 518905 522296 | 528827 534409
MNet Foreign Assets 75636 80913 94801 97542 103913 106308 108349 112777 | 122533 131332
Domestic Assets 414494 412971 411078 415188 410909 410408 410556 409519 | 406294 403077

§ =7 A

Domestic Credit 4648406 466./7| 462687 469859 470017 473981 474747 473948 | 476889 480220

Rty . e K B | =i = - ‘e - = - —— -
Other ltems (net)  (48,352) (53800) (51.589) (54671) (59,108) (635 :

73)  (54.191) (64429) | (70.595) (77.143)

Source: CBE
* Extracted from the consolidated balance sheet of the banking secto
** Prelimimary

h
Table 2.3: Monetary Data

Banking Survey: Dep

LE Millions
Total Deposits i Local
Currency

Demand Deposits 25840 26656 27659 31725 33593 30405 30874 31752 | 33048 33108

] 1 1 L i N Yy —p - - 5 pa - = = - . y - --
Public business sector * 2,699 3.027 2870 3,128 3,182 3,088 3,08 | 3315 3,095 3.179

i e

324422

305214 309676 313431 322,137 328,508

AWAL 12,228 4425 | 6.4494 18,022 4 403 | 4 488

Private business secior
Household sector 11,838 | | 985 | 2817 | 2,590 13,214 | 3,359 | 3,687 |.3,964 {4,549 | 4,454
Minus: purchased 4|6 HH4 453 43/ BOS5 G445 382 4.4 4 | 4007
cheques & drafis
Time and Saving Deposits 279,374 283020 285772 288989 290467 291732 293548 296,756 | 298,731 300938

Public business sector * | 3.658 | 3,700 | 3,770 |3.B67 |14 385 14034 |4.097 | 4 450 | 47|32 |4 250

saoipuaddy

Private business sector 27,000 27439 28085 27846 27583 27160 26713 27422 | 26837 26925

Housenold sector 38616 24188 243917 247276 248498 250538 252,738 254884 | 257082 259.063

Source: CBE
* I |u-rhr§].?| all |H.:iﬂ!| seclor companies subject or not to law Na 203 tor 1991

EoE I_I.

reliminary

h
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Table 2.6: Monetary Data
Banking Survey: Foreign Assets and Liabilities (Ma
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5. Banking Sector data
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6. Insurance Sector data
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7. Privatization data
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APPENDIX C: Economic News

C.1 A New Government for 2006

A new Governmen! was sworn in on December 31,
2005. In the new povernment, the number of min-
isters shrank from 34 1o 30. Key economic ministers
remain largely unchanged, bt a couple of porthalios
have been expanded. The Ministry of Rinance has
been added the resporsibility of pensions refarm,

The partfolio of the Ministry of Trade and Industry has
atsn boen expanded to include domestic made Ksues
such as anti-competitive praclices.” The newly created
Ministry of Sucial Welfare has been assigned o over-
so Lhe provisioning of wellare services, including the
managernent of subsides.” The Ministries of Invest-
ment and Internatinnal Cooperatinn did nol see any
restructuring or added responsibilities.

The maintenance of the Econamic Cabinet of july
2004 bodes well for maintaining the rapid pace of
hald economic retorms that started eighteen manths
apo. The core Cconomic Team thal continues within
the new Government has esiablished a positive track
record as a oohesive, reformeorentod proup. This
Fconomic Group was able 1o deal with long-standing
sensitive and difficull [sswes suech as Income Lixes,
tariif rates, gverhauling tax and cusioms administra-
tsons, exchange rale, privatization, and banking sector
reformes, including the sale of stato-owned and join
venlure banks. Al the same time, real growth rates
were mncreased to mone than 5 percent within a sable
foreign exchange and inflation miliew. " Thisse relomms
have established a2 solid economic foundation that
will enable the rew Economic Cabimet to conlinue its
daunting reftrm ageada, The agenda includes build-
ing more growth and creating more jobs, while a1 the
same time addressing difficalt issues such a5 banking
soclor reforme, eontinued flscal comenlidation, trea-
sury cash management, improving tax administration,
further tax reforms (peoperty, value added and stamp
taxesh, pension reform, and strengthening the social
safety mel.

Forwvpanly wedon she pavegzanime o e disndveil Klisoey o8 Sy gsil
Elegtihin Trase

* il
EFLS - Viwwymrs U aly ey Bashuble, Exfens Trend Comicapnd 1 lew avedur
[TV, SR

C.2 Stock Market
.2.1 Recent Stock Market Performance

During lanuary to March 2006, CASE-30 performance
chearly lustrated etrong growth in the Egyplian Stock
Market, The market homever wilnessed a process of
corrocton since the beginning of February until mid
March resulting from the high increase the murket
achieved during January whene CASE- 10 gained 23%
net bcoease,

This correction can be attributed 1o the entrance

af & new categaey of small imestors who lack the
experience neoded for investing in the stock market.
Mareower, significant declines in several Arabic stock
markets encouraged large imvestors and some inter-
national financial institutions to sell their positions in
arder to decrease their ovenall fosses,

Meanwhile, the market went up again through the
Last twor woeks ol 1his guarter which confirms the
strung fundamentals that of the Egyptian econamy.
In addition, this quick recovery ilTustrates that the
sharp increase fn the Egyptian stack market indices
achieved since July 2004 is not a bublle, but ks a
reflection of the recent economic expansion hased
on strong and stable economic fundamentals that
the Egyptian economy has acquired. | lence Egyptian
economic seform outlook is silll promising even i
its stork market aciusally has not lully recovered. The
key bo maintaining the Egyvplian stock market wppaard
irened s to continue the development of the siness
envirnnment and accelerate privatization,

C.2.2 Telecom E&ypt Initial Public
Oifering (1PO) Oversubscribed

Telecom Egypl, 4 state-owned Landline operator,
raised LE 5.12 billion (LS5892 million) during its
initial public offering (IPCH on the Cairo Stock and
Lundan Exchanges tas Global Depository Recoipts
on the latter) on Thursday December 8, 2008, The 20
percent stake olfered was valued ot LE $4.5 hillion
IUSS781 million),

Half of the 20 percent stake was made aviilabile
institutional investors and was oversubsciibed by a
factor of 45, The remaining 10 percent was offercd 1o
small investors and saw a threeJold oversulbsg rption,
The offered stakes had already been fielly subscribed
twiar clays bedare the wlfer elased.




The minkmum hid price was LE 13.3 per sharp. In-
dilutional Investors were required 1o bid for o leas
Tl shares, with an upper limit of 17 milllon or
1 percent of the company. Retall invesiors coubd hid
for between 100 to 10,000 shares,

The Telecom Egypt IPC is the largest from the Middle
East and North Africa region 1o be listed on an inter-
national exchange in 2005.

C.2.3 Egypt Aluminum

The Government has announced the sale of 17 per-
cent af Egypt Aluminum in a deal that will bring in
LE 1.15 hillien. Some 7 percent of the company will
be offered by IPO a1 a fixed price of LE 54 per share,
with 100 - 5,000 shares available for sach buyer. The
second tranche (10 percent of the company) will be
ofiered to institutional Investons al an auction, Ap-
plicants must bid for between 50,000 and 500,000
shares,

C.3 The Budget

C.3.1 Improving Budget Classification

Law 97/2005 enacted the budget for 20052006
according to the IMF 20001 Government Finance 5ta-
tistics (GFS) classification standard {modified 1o cash
principles), The new system, which Is cansistent with
international budget accounting practices, will ensure
more consistent reporting during the year, Under the
new system the budget will in the medium term be
guided by macroeconomic and financial objectives
and constraints. The new accounting procedures
bring greater tansparency fo the budget and pub-

lic sector economic activity, This will permit better
analysis of resources and expenditures 1o Improve
efficiency and to ensure that the budget remains
focused on the social and economic priordties of the
Government.

The adoption of the new classification distinguishes
between econnmic, administrative and functional
classifications. There Is a clear distinction between
revenues, expenditures and fimncing transactions, as
well as between transfers and exchange fransactions.
The fiscal pollcy stance is monitored on the basis of
the cashisurplus deficit and the overall fiscal balance.

Under the new standard, which re-classified many
hudget lines, indirect petroleum subsidies are explic-
itly treated as budget lincs. (This applics only 1o the
20052006 budget which makes the year Incompara-
ble to previous series.) Thus the published 20052006
hudget deficit appears larger than that projected ar
the start of the fiscal year because petrofeum subsi-
dies are treated for the first time as explicit ilems In
the budget. This means that the published nominal
deficit for 200572006 will nat be directly comparable
t0 the prior years' published figures which did nal
treat gas and oil subsidies in the same wany

C.3.2 Government Finances And
Projections

The newly established macro-fiscal unit [n the Min-
istry of Finance is now working on the 2007 budge
that should Include medium term projections and fis-
cal sustainability analysis. Il will coordinate with the
Ministry of Planning and the Ceniral Bank who are
also involved in the forecasting.

C.3.2 Budget Automalion

An Automated Government Expenditune System
(AGES) has led 1o mone efficient preparation of the
budget. The Ministry of Finance is now warking an
the second phase of automation which will require
online linkage of other minsires' budget preparation,
and hence automated Bsvance of end of year closing
accounts. AGES is designed 1o be compatible with the
GFS budget classification.

C.4 Banking Sector Reform®

The hanking sector restructuring program alms al
strengthening the banking seclor and Increasing its
robusiness In enable it 1o face global and regional
competition effectively, and help achieve the targeted
econamic griwth. The Banking Reform Unil ([BRU)
within the Central Bank of Egypt introduced its plan
which comprised four main pillars: (i) privatizateon
antl consolidation of the banking sector; (i) address-
ing the non perfarming loans isswe; (i) financial and
managerial restructuring of state-owned banks; and
(v} upgrading CBE Banking Supervision, The plan
commenced in September of 2004, To date, the (ol-
lowing has been achieved,

C.4.1 Privatization and Consolidation of

the Banking Sector

s The banking sector privalization program aims at
the divesture of up 1o 100 percen of state owner-
ship in one date-owned bank (SOBL. namely

Bank of Alexandria, and the divesture of all SO8
haldings in joint ventume banks.

= The presale ratien phase fof the privatiza-
tion of the bank of Alexandria has been finalized,
including:

o auditing the bank in accordance with infer.
natinnal accounting standards;

o conducting a camplete Vendor Due Dili-
gence;

o preparing Data Room materials and proce-
dures; and
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o preparing all the promotional and marketing
material including the Information Memo-
ranchum by Citigroup acting as the Egyprian
Governmient Sell Side Advisar,

o The announcement for soliciting offers is ex-
pected during 2006,

s As for the divesturne of SOB holdings in joint ven-
ture banks, four of the five banks were sold (Cairo
Barchivs, NSGB, EAB and MI Bank, while the
CIB will be ransacted shortly. Three other deals
were cong luded namely the sale of Mise America
Bank 10 Arab African International Bank, Egyp-
tian Commercial Bank 10 the Greek bank Piraous
Bank, and Suer Canal Bank 1o Araby International
Bank, Al the lime of writing this report another
deal was concluded namely the sale of Misr Ro-
mania Bank 10 the Lebancse Bank Blom.

= O the consolidation front, the minimum capital
reguirement of banks was set at LE 500 million
i miel-july 2005, In September 2004, when the
banking reform plan was approved, the numbet
tof banks and branches of foreign banks operating
in Egypt totaled 57 banks. As of March 2006, this
number has been reduced 10 43 hanks, and it is
expected to reach 35 banks by the end or 2007,

C.4.2 Non-performing Loans (NPLs) in
Banks

®  An NPL management unit within the CHE was es-
tablished to carry oul the responsibility of setling

a national policy for dealing with NPLs, setting up

a NPL database monitoring recovery effons, and
introducing a conciliation’ arbiteation mechanism
tor NPLs,

e The NPL Unit in the CHE has Instructed all banks
operating in Egypt to establish and independent
Workout Unit 1o be staffed with gqualified per-
sonnel (banking/legal). The Uinit in the CBE will
be maonitaring the achievements of the Workout
Linits thraugh monthly reports that are pre-de-
signed in order 1o have a clear, adequate, and
phijective plan that is time lined for NPL resolu-
tion, The aggregate nionthly pre-designed reports
cover collections, settlement agrooments, type
of recovery, and write-ofis. The umit has been
regularly receiving/analyzing the data since June
2005, Also moetings have been conducted with
stale owned banks” senior management along
with work aut unit senior staff in order to detect
any problems that would hinder the operating
team from achieving the set guals.

o  The Banking Reform Linit (BRLU e working
with the Ministry of Investment and Ministry of
Finance 1o finalize an agreement 1o substitute the
Public Enterprises debt with boneds issued by the
Public Fnlerprises holding companies ol gach
non-performing affiliate which will be guaranteed
by the Ministry of Finance. A commities was
established in August 2005 that is beaded by the
CBE Deputy Governor with committee members
representing the Ministry of nvestment, the four

public sector banks, and the holding companies,
The view is 1o identify the public enterprises
that are regular in order o be excluded irom the
above mentinned agreement.

*  The Conciliation and Atbitration has hoen
finallzed and approved by CBE Board of Direc-
lrs. A team of gqualified bankers and lawyers
have been assigned the task of managing the
Conciliation and Arbitration Administration under
the umbrella of the BRLU. The process has been
communicated to all banks that are oporating
in Egypt. With an immediate launch, the Admin-
istration has already begun 10 respond to some
ases which have heen presented for conciliation
and arhitration,

C.4.3 Restructuring of Public Sector
Banks

o A detailed restructure plan has been prepared by
the BRL. The plan was presented to state-owned
banks” Senior Management during lanuary 2005
in the form of standardized templates 1o simplify
and unify the restructuring approach to the banks
in wrcer to control and monitor their achieve
ments and adherence to target dates.

¢ The plan is designed in two phases: Phase | fo-
cuses on hiring and appainting key management
positions and qualified personnel in business/
support units with specific targel dates. Phase I
emphasizes the adherence to a specific timetable
witﬂ regare 1o actions and targets for each busi-
hess/support unit to put the banks on the right
track. This phase continues on an ongoing basis
in the form of a 5-year planbudget. On a regular
laasts banks submit their templates in accordance
with the Restructuring Plan. BRUS methodalogy
is 1o control and monitor the process through
maonthly and quarterly reports. Banks have sub-
mifted thetr restructuring plan progress repors
thru the end of the third quarter of 2005, Also, a
senior exec utive cammittee was established in
September 2005 headed by CBE Depuly Gover-
nor and two of the senior management of CBE,
along with three seniors executive managers of
the public sectar banks, The view is to ensure the
implementation of the mestructuring plan process
elfectively and efficiently.

*  The BRU and the Furopean Commassion in Egypt
(EC) have finalized the Terms of Reference an
selected the intemational consultants. The sup-
port requested will serve 1o moded future bank
restructuring along the lines of the Bank Misr and
National Bank of Egypl restructuring, especially
in the areas ol risk management, information
technology/MIS, and human resources. Interna-
tional consultants began work in October 2005,
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C.4.4 Audit of the Four Largest State-
owned Banks

& Ag per the Restrocturing Plan, international sudi
firmrs will b assigred 1o conduct full audi evies
on the four public secioe banks as per mdirnadion-
al Auclit Standards and according 1o the Terms of
Referonce (TORD thal was mear!dhrBEUth
the: consent of the Wirdd Bank,

& Thir pre-sali ratian for the privaties-
tlon of Bank of Alexandria has been finallzed,
including: {23 audit of the bank in accordance
with intermational accounting standards; (b
completion of Vendor Due Dligence; () prepa-
ratiaon of Data Room materials ar;dap::'ﬂr:-adum-:
() preparation of all promationa maeting
meaterlal inchuding th Information Memorandum
by Citigroup acting as the ian Gepoermment
Soll-aide Advisor; o1 cash through the

Mational Investiment Bank of all non-perfooming

boans eweed by public enberprise entities o BOA,

amounting ks LE 8.9 millssn: if) full divestiure of

BOAR non-core irvestrmenis including 15 33,8

percent shareholdings in EAB and (g) annource-

ment for soliciting expressions of intenest in

March 20086

C.4.5 Upgrading of Bamking Supervision

The Ceniral Bank of Egypd (CBE is embasrking on a
project W upgrade the Banking Supervision Capabili-
{ies. The main ohjective i 1o establish a proscthve
future-oetented and highly anabytical bank supen.
sion framework that meets tndpmational Standands.
This wil| enhance banking supervision's conribution
0 secuving a stable financial system in Egypt that can
Tulfill ity robe of financlal indermediation and theroby
sugtain economic growth and overall sability of the
counry, In this conbest. 8 memorandum of Linder-
standing and a Promcol have been signed in Novem-
brer 2003 with the Euopean Central Bank and four
of the Euro System Mational Centrzl Banks (Deutsche
Bundedbank, Banaue de France. Banca d'lkslis, Bank
of Gresce) 1o peovide long-term technical assistance
for the CEE in the area of banking supenvision 1o be

I line with international best practices. The hwo-yeas

project began in Seprernber 2005,

C.5 Domestic Foreign Exchange
Market

Owver a year has passed since the official launch of the
by bank sysiem, Confldence im the CRE'S fnreign
exchange mechanivm s growing, which has conirib-
uibed to 1he pound's stability sgalnst the dollaz, The
pound appreciabed 7.90% against the dollar since the
pificial launch of the imec-bank macket on Deoeme
ber 23, 2004. The exchange rate by the end of Apeil
wan LE 5 745 per US dollar, The CHE is determined
s conbinue io mpreve the credebility of the foreign
exchange market. The CRE recognizes that a free
rrairked paehange rile will imgemoe MacroBCanarmic

management, increase the ridd lenice i
shocks, and its eredibility lenwards foreign Investore
Thus, the CBE will continue to tolerate shor 1enm
fluctuations. In an attempt 1o et the marke! determine
a fair Jeval for prices, the CBE has pledged 10 not
inflygnee any price movernents in the market. The
laurch has proven sucoessiul, adding stability and
depth 1o the mareet and compleely eliminating (he
parallel market.

C.6 Monetary Policy

b an alvernpd g0 bring greater preclctaliibity s mon-
etary polloy, and move away from direct inlerverntion,
thae CHE intrnduced mohe condslenty inlo monetary
Frana Tiw CBE shandoned the exchange rate
ani the noeminal anchar and developed a cobesie
mgnedary policy [ramework that effectively anchon
inflation tian. The newly adopted monetary
policy framework s perlodically reviewed and evalu-
ated by the International Monetary Fund during tech-
nacal aasistance misslons and progress has been satss-
faciory. Several indindional and operational ehanges
werne initiaked tn help @elliae monctary pollcy
inrmulation and assessment, and Ly thie grownd foe
farmally adopting an inflation targetlng regime over
ihe mednem-iem.

Afier 2 long period of being reactive undes a fixed
exchange rate regime, (he design of monetary policy
has changed 1o allow more proactive action by the
CBE, The Coordinating Council on Monetary Policy
HOCKP, vead by the Prime Minisics. was establighed
fo emsure that government policies are consistent and
propetly coandinated o sippon proactive monetany
policy. In its inaugural meeting in April 2005, the
CCMP dincided that peice stability be the overriding
ohjective of monetary palicy 1o emwure sustaimed
economic growth, Against this background, the CBE
designed an infevest rate comidor i guidke the: over-
pighs interest rate, which s the opeational fags.

A semi-structural model, which accounts for inflation
expectation and a proactive interest rile policy, was
developed o provide benchmarks for monetany pol-
iy decizion, To ensure the fransparency of monetary
policy and proper communication ko the markes, the
MPC publishes a press statement after sach meeting
on the CBE'S external web-sie.

These endiesvons have Been secoessiul: the comidor
has been accepted a8 1he policy rae and has become
i key determinant of market interest rates; valatiliy

b thie overnight intenest rtes has declined; and the
market finds MPC wtstements credible.

The CBE i committed to furthor smproving the cone
duct of manatary padicy b the pedlod ahead 1o eneune
thal mometary policy ohjectives am met and clearly
communicaled to tbe market. Steps taken in this di-
fection were bith operational and insttulional,




I. Operational Steps:

= During the transition 1o a formal inflation far-
geting regime, the CBE will meet its inflation
objoctives by steering shor term interest rates
and monitaning the monetary and credit develop:
ments an a regular basis.

» It will continue 1o closely monitor all develop-

ments in the economy, specially the factors affect-

ing inflation. and will not hesitate to adjust the
key CBE rates in either direction If nocessary 1o
insire price stability over the medium ferm,

*  The instruments of the CBE include reverse re-
purchase operations and two standing facilities.
an avernight lending and a deposit facility. The
interest rates on the standing facilities, the lend-
ing and the deposit rates, are the two key CBE
interest rates, These rates provide a ceiling and a
floor for the overnight rate in the miarket.
By setting the I"ﬂﬂ on the standing facilities, the
MPC determines the corridor -lrﬂthm which the
overnight rate can fluctuate. Effectively, stear-
ing the overnight rate within this corridor is the
operational target of the CBE. Initally, the width
al the corridor has been set al three percentage
podnts (Figure C.1), The width of the comidor was
reduced by 25 bps in September 2005 and by an
additional 25 bps in October 2005,

s For the first time, Tn 2005, thie CBE issued
Ats own securities 10 manage market liquidity. The
maturity af these securities vares between 7 days
and 91 days.

2. Institutional Steps:

*  The Coordinating Council on Monetary Policy
{COMPY, il by the Prime Minister was set up
in April 2005, Members of the CCMP include
the Governor and Deputy Governor of the CBE,
Minister of Finance, Minister of Investment, and a
number of academicians. In 13 first meeting, the
objectives of monetary policy were announced
and the impartance of CRE independence was
discussex. The CCIVIP meets once: every quarter.

= Tocarry out its better-defined mandate, the CBE
established a Monietary Policy Committes (MPC),
which convencs on the first Thursday of each
manth to decide on key policy rates, The MPC
consists of nine members: the Governar, the
twa [ Covernors, and six members of the
CBE’ Board of Directors. To enhance transpar-
ency. bolster the credibility of the CBE, and help
anchor inflation expectations, MPCs decisions
are communicated to the market through a palicy

statemen! roleased on the CRE's extermal web-sile

after each meeting.

= The Monetary Policy Unit IMPU} was established
as an independent body within the CBE, and is
oxpected 10 play a key role in providing cbjective
monetary policy analysis, assessment, and madali-
ties of communication with the matket through

* Savgdwen Agilivrd (i e Pedueal Reeror sopeeucnies e Linbisg| Sams
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its research and ather functions. It i also tasked
with developing and continuing 1o improve the
semi-structural model that provides i colwsive
framewark for monetary policy, consistent with

a flexible exchange rate policy, The structune and
tunctions of the MPL werne outlined in several
technical assistance reports prepared by the
International Monetary Fund and the United
States Financial Sendices Volunteer Corp.* The
CBE followed these recommendations closely
and currently the MPL consists of three divi-
sions: monelary policy implemontation, monetary
policy stance, and monetary policy strategy. The
CBE is also actively recrulting 1o sirengthen the
MPL's technical stafi. An expert from the IMF
was recruited to head the MPU's Monetary Policy
Stance Division and a resident IMF expen has
joined the MPU in October 2005 10 assist the
stafi in the Monetary Policy Implementation Divi-
sion.

C.7 Public Debt Management
C.7.1 Domestic Debt

The Ministry of Finance is the sole respansible entity

for issuing government debt and mﬁiﬁmﬂml policy
decisions. Fiscal policy decisions incl determin-

ing appropriate level of laxes, governmaont spending
and revenues and hence gavernment debl. Since July
2004, the Ministry of Finance has begun 1o develop
an efficient government secarities market with a view
o minimize, aver time, refinancing risk and its cost
of debt.

Towards this end, the Government of Egypt launched
on july 4, 2004, its Primary Dealer System (regulated
by Ministerial Decres 48002002) lor government bills

and bands. The principal provisions of the program
include:

» The designation of 14 banks, including Citibank
and HSHC, as Primary Dvalers,

« All bills and bonds have been dematerializod and
transactions are recorded electronically within
a system flinking Primary Dealers, Contral Bank,
the Stock Exc and the clearing house Misr
Clearing and Settlement Depository (MOSD).

* Auction rules lor t bonds have been
from a “subscription” 10 a “competitive”
style auction in which the is et at the
average yields of accepted bids.

= Isswance calendar is published quarery, providing
dhita on delt issuance for the panicular quaner,

*  Since June 2004, the Minfstry of Finance issued 3
scries of medium term bonds maturing in 2008,
2011 and 2014 respectively. The view i 1o build
a liquid yleld curve. On January 18, 2005, the
Gavernment jssued its first ever 200vear fixed rate
bond bearing a coupon of 11.4 percont. The issue

was oversubseribed with a bid to cover ratio 2.6

times: As of March 11, 2006, its vield to maturity
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was 0.45%. Furthermare, the concapt of “bond
re-opening” was introduced 1o create liquid
benchrmarks over time. During the second hall of
2006, the concept of bond lending and shart sell-
ing should be introduced in order to improwe both

primary and seconeary market pricing

*  From October 2005 tn March 2006, the Treasury
issued LE 92.7 billion. As for the fourth quarer
{April-June 2006), the Treasury intends o tssoe LE
42 billion,

*  Durning 2005, the Ministry of Finance issued a
tatal of LE 143 billion in tradable debt through
110 auctions with an average bid-to-cover ratio
nt .92 tirmes, As for the intal see markot
activities between Primary Dealers, tradable debt
reached LE 245 billion.

C.7.2 International Eurobond

In July 2001, Egypt issued two sovereign Eurnbonds
worth L5§1.5 billlon in twa tranches (5 and 10 year
maturily). The 5-year bond, maturing in July 2006,
has a nominal valee of LISSS00 million. It was issued

with a spread of 275 basés polnts over 5-year LIS Trea-

sury bands and offered a fixed coupon of 7.625%.
The 10-year Furobond is due 1o mature in July 2011
and has a nominal valee of USST billion, I was is-
sued with a spread of 335 basis poinis over 10-year
LIST bonds and olfered a fixed coupon of B.75%.

The Isswes marked E firet international bond
tegance and firmly ostablished Egyptian credit In in-
ternational capital markets. Both isswes were ecelved
with very strong demand, they were oversubscribed
by international Investoars and are now held by Inter
naticnal, regional and domestic investors. Both ssues
were lpad managed by Morgan Stankey and Merrill

h and commanded a BBB+ investmemt grade rar-
ing by Standard and Poars. The Ministry of Finance,
at the time af writing has nat yet decided on the fae
af 13 Eurchand maturing in July 2006,

C.7.2.1 Eurobond Performance
Both Eurohonds have perdormed well since their isse-

ancn.

The spread over US Treasury for the 2001 band lsaue,
tightened to 100 basis points In March 2006, com-
pared to 102.49 basis paints in March 2005. The YTM
n the 2011 issue has risen from 5.269% in March
2005 to 5.8% in March 2006, which was accompa-
nied with a price decling from 118,36 in March 2005
10 113.21 in March 2006, On the olher hand, the
¥Th on the 10 year LS Government bonds Increased
from 4. 244% in March 2005 to resch 4.809% In
March 2006 due to continued Fed tightening.

The decline In spread over US Treasury for both
beues has been due o increased appetite for smerng-
ing market debt; the positive outlook for the Egyptian
economy following the appointment of the new cabi-

net in July 2004; and the vigorous reform peogram
that has been undedaken, including the recent 2005
multi-candidate presicdential election held for fhe first

time in Egypl.

C.7.2.2 EGPC’% Securitized Transaction

In Juzly 2005, Egyptian General Petroleum Company
entered into a “Prepaid Forward Sale” contract with
Petroleum Expon Limited (PELL, who Issued securl-

tized notes for a nominal value of US $1.55 billion.

The issue, partly wrapped by MBIA and XL Capital,
commanded a (AAA) riting lrom S&P as well as
Moody's, As fur the umerapped portion (USS203 mil-
fisn), it was rated (BBB) by both rating agencies.

The [ssue was over 3 times ovisrsubseribed; the
coupon was 4.6% and 5.3% on the wrapped and
unvirapped series respectively, Maluring in 2010

and 2011, it was managed by a consortium of Egyp-
tian, Amercan and Eu banks mainly Margan
Stanley, BNP. Paris Bas, National Bank of Egypt, Bank
Misr, EFC: Hermes, and HC Seourilies

The first and second tranches of the securitized
notes have been trading al a discount because of the
increase in LLS, interest rages. Class A1 Motes had

a yield of 5.97% and Class A-2 Notes had a yield of
5.39% in March 2006. As for the BEB unwrapped
tranche, there was i trading,

C.7.2.3 ts Sovereign Eurobond
Backed by USAID (Guaranteed Notes)

On Septernber 28th 2005, Egypt issued its third
Sovereign Eurobond, which was backed by the full
faith and credit of the United States of America acting
thrawgh USAID. The nates had a nominal amount of
Li5$1.25 billion, a maturlly of 10 years and a coupon
of 4.45 pct.

The nutes were extremely well received and [ssued
at a spreadd of 31 bp over 10-year LIS Treasury bonds,
which was tighter than regular LIS Governmnnt agen-
cies such as Fannie Mae or Freddie Mac.

The Issue was awarded a triple-A and Aaa rating by
Standard & Poar's and Moody's respectively. Maorgan
Stanh=y acted as the sabe underwriter for the notes,

The guaranteed notes have been trading at a dis-
count since their istuance reaching 97.68 due (o the
increase in LS, interest rutes as the vield on the 10-
et LS treasury wis 4.18% at the time of issuance
whibe it reached 4.5% in November 2005. The yield
o these noles reached 5.18% In March 2006,




C.B Asset Management Program
(AMP)

C.8.7 State-Owned Enlerprises

Since July 2004, the Ministry af Investment has
ed an Assel Ma Program |AMP) with an ad-
vanced straegy based on three main principles: first,
restructuning and maintaining public i as
a5 companies and assets are siill pulilicly owned
unilil they are sokl; second, the sale and ownership
transher of assets, companies, and joini ventures; and
third, promotion of comporale BOVETRANLE rocisses.

From july 2004 umil December 2005, 77 privatiza-
Uundea;wmmmplﬂad with a total value of LE 20
billion. This represents an amount equal o 91 [
of iotal proceods from 200020010 uniil June :

Concurrenlly, ihe Government has implemented a
two-lranche structure for 1POs, except in the case
of banks. The first iranche is offered o institutional
investors and high net warlh clients, whereas the
second tranche is offered 1o the public at pre-sel price
E;hmm.ﬂwﬂmng demand for IPOs by investors,
local and foreign, coupled with favorable prices
led 1o significant oversubscriptions in both prices and
robust price peformance.,

Restructuring effors have contributed in preparing
the maximum number of nics and assets (o be
sald which led 1o accelerate the divestiture plans in
sectors that achieved big losses ||e. 1extiles sector,
that witnessed mare than 5 sale transactions since
July 2004 and the sale of Samanood factory during
2005/2006). With regard 1o other Inss-making, units.
mitaly manulacturing sector and chemicals manii-
facturing sector witnessed three sales fransactions of
factories and production lines 16 anchor imveston.
All sales went thru with original employment levels
maintained and land use presenved.

On the othér hand, the program positively affected
the trading activity in the Stock Market. Huge trans-
actions were carried oul through IPOs in the market
during 2005/2006 lanly six months), the most impor
fant were IPOs for 20% of AMOC, 13.5% stake of
Eastern Company, and 20% of Egypt Telecom *

With regard to atiracting Arab and foreign in-
vestments, the first half of the current fiscal year
200572006 witnessed sales 1o non-Egyptians lor 3.9
billion LE, compared 1o 3.5 hillion LE during the full
year 2004/2005.

Testal revenves from stock market offerings during the
first half of the current fiscal year 200572006 reached
6.5 billion LE which exceeds the total revenues dur-
ing the lull last fiscal year thal reached 5.6 billion LE.
Mareaver, talal revenues from the Assel Ma

Program during the last 18 months since July 2004
recorded 15.5 billion LE which is equal to 46% of the

* My o Sentinn £ bn this appendiv: Felreoe Fpypd (M0 biore Than fon
Tamera Dheriadtac byl

total reveniues that have been achieved since 1991,

The: AMP plan during the second hali of the current
fiscal year (thru June 2006} includes offering 41 com
panies and assets of public enterprises, and stakes in
43 joint ventures for sale. The AMP program inclucdes
sales of ttakes in four milling companies, and major-
iz:uhi in companics pperaling in various sectors

like chemicals, construction, lextiles, metallurgical
industries, trade and department stores, and lourism,

C.8.2 Use of Proceeds

Procecds from the divestiture of public companies
and assets are channeled 1o the Ministry of Finance
and the Restructuring Fund (RF). The RF finances

the restructuring of companies and early retirement
schemes for employoes with a higher compensation
package. Privatization mp'urﬂ:-tliwl-ll alsa be vsed 10
setthe non-performing loans owed o public sectoe
banks by state-owned companies, The Government
has already seitled LE 6.9 billion to the Bank of Alex-
andria in preparation for ils privati zation,

C.9 Insurance Sector

The insurance market in Egypt has a huge and prom-
ising prowth potential, considering the bow insurance
density (prémium per capital and low penetration rate
{premiums per pross domestic product). Insurance

ity i Egypt a 12.7 percent increass,
reaching LE 62.1 in 2005, compared ta LE 55.1 in
2004,

On average, 0.8 percent of the Gross Domestic
product is spent on Insurance. In june 2005, the
insurance premium volume amounted to LE 4,289
million, representing an ncrease of 12,8 percent over
the previous yedr, cﬁ the total, LE 1,522 million (35.5
percent) was gencrated by life business and LE 2,767
million by non-lile business.

Since 1998, the insurance market in Egypt has wit-
nessed significant steps towards deve tand
reforms, with new enlrances in the market and an
mlg to foreign insuners. Many foreign insurers

a great inberest, andd now are in the markel,
These include: AIG, Allianz, ACE, Bupa (British healih
insurer], and four companies in the process of being
licensed to acl as Takalul Insurees,

Rate regulation by the supervisory autharity was abol-

ished] in 2000 in order 1o intensi tion in the
markel, idde the custormes wi d-class prowd-
ucts, and stimulate the demand. Further, a gradual

in compulsory reinsurance cessions were in
effect thru 2003,

In addition, an infernal control commities was $¢l up
in each insurance and re-insurance company 1o adopt

the princi ol Cenporate rance o |
e bt irmemobion s
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The Egyptian Government and the Ministry of In-
vestment have made every effort 1o pul into action
measures aimed at developing this vital sector of the
BCONGITY,

The effective reform project of the Egyplian Insurance
Sector has five main pillars, namely:
1. Restructuring and peivatization of the State-
Owned Insurers (SOlsk
1. Updating the insurance regulaiony supervisory
g s,

3. Upgrading the private pension regulatony super-
visory regime, including owisourcing to profes-
siomal managers:

Moving towards a more liberalized market; and
. Setting palicy reform for mator third party Habil-
ity Insurance.

u.lg-

The Egyptian Governmuent and the Ministry of Invest-
ment have taken steps Wowards the revival of earlier
privatization plans of the four state-owned compa-
nies. In facl the beginning of this year coincides with
thes signing uf the consortium which marks the launch
of an auspicious plan 1o revamp and restrechune state-
owned companies on their way lowards suceessful
peivatization,

The privatizarion program will be handled in two
stages: the first will Involve restructuring, strategy and
identification, and the second will include valua-
tHon and privatization implementation, Moreover, the
establishment of an independent real estate company
is expected to acquire and manage the real estate
portiolins of the four State-Owned Insurers.

C.10 Tax Reforms

C.10.7 Executive Regulations Of New
Tax Law Issued in December 2005

The execulive regulations of the new fax law were
issued on December 28, 2005, Including all imple-
mentation aspects of the law such as sell-assessment
staterments and tax refurns,

C.70.2 Large Taxpayer Cenler
Inaugurated on September 19, 2005

A large taxpayers’ conter (ITC) was inaugurated by the
Prime Minister on September 19, 2005, It serves as a
rmade] facility with regard 1o transactions between tax-
payers and the tax adminisirtion, speed, accuracy and
ease of transactions, utlliging advanced technological
sysiems, The LTC serves 2000 taxpayers whose valume
of work exceeds LE 7 million.

The LTC follows a customer-focused approach to tax
administration. Therr arm six strategic objectives that
suppodt the tax administration transformstion vislon
and help drive overall reform:

i, Improve taxpayer service through appropriate ad-
mintstration of tax law and regulations, including
segmentation of tlaxpayers by size (tolal tumover],

i, Foster trust and compliance by applying the prin-
ciples of self-asessment and shifting the burden
of proal from the laxpayer to the Tax Autherity,
coupled with credible compliance measures.

iii. Merge incame and sales tax depanments fo
increade operalional eificiency, ensure fair and
balanced treaiment of customers and emplovess,
and improve the quality of revenue adminisira-
tion. A single i organization respansible
for the administration of bath income and sales
tax that provides proactive taxpayer service will
reduce mxpayer compliance costs.

iv. Provide efficlent and effective faxpayer service

theough a taxpayer-focused argamization that of-
fers end-to-end tax administration services.

v. Create value for taspayers through inlegrated and
enahling lechnologios that ide value for tax-

payers and create demand for additional similar
services) such as unified taxpayer files, electronic
filing and payment.

vi. Drive culwral change and maintain roform com-
mitment through a high-perdormance organizalion
that uses efficient private sechor work practices.

Ongoing tax reforms will suppon broader fiscal

mefomn efiorts aimed at enhancing macroeconomic

stability.

C.11 Customs Reform

C.11.1 World Bank: Egypt First Among
World Countries in Customs
Reform

Egypt was listed among the warld's tap 10 refonmers
in the World Bank's Global Competitiveness Report,
fallowing a year in which the government drastically
reduced custams duties and tax rates and acoelerated
the privatization program. Egypt haolds the first place
al world level in Customs Procedures Reform. This
recognition reflects 10 the facililation of commaercial
documentation procedures, and the reduction in the
number of customs approvals from 26 to only 5.

In its report on the climate of husiness and invest-
mient, the World Bank stated thal Egypl's steps come
within the framework of 3 more comprehensivg re-
[oem strategy, which has resulted In the elimination of
21 cusioms restrictions and facilitation of ingpection
at borders.

The report indicates that an expaorter in Egypt necds
seven days 1o obtain the decuments necessary for
expartation, This period rises in lran and Syria to 12
days, and decreases to three days, as a minimum, in
other countries,



C.11.2 Center for Large Importers to
Serve 200 Importers

A customs conter shall soon b established for majos
impaners, including some 200 mpaners that impon
BO% of Egvptian imports and bring in 70% of Cus.
towms revenue. Thie Center will Facilitate ransactions,
with an accountant assigned to sach imparter, to
expedine the resolution of problems that may arise,
provide consuliation on expediling the releaze of
their imparts, and ensure follow-up to reduce release
fime as moch as possibile.

The centor will rely on persanal sccounts in Banks,
andl expand raliance on electronic visa cands and con
respondence theough intermet, The an Customs
Authority [ECA} and the National Bank of Egypt, in
ation with Egypt's Banks Campany, which

includes 13 banks, have made an agreement 10 have
importers pay the customs duties doe an impors

ther network of these banks sproead out all
vver Egypt. Collectinn of the revenues shall be jnput
simultaneously into ECAS account with the Central
Bank by means of a computesized system specially
designed for that purpose and a work mechanism
agreed upon by MOF and thee Mational Bank of Egypt
anil other operating banks. This will lacilitate traneac-
i for imparters and reduces msade time, which
dloes nol excied two hours a1 present,

Acheanced cudtoms conlers have been stablished al
the Pors of Alexandria, Suez and Caimo to complete
Customs documentstion procedures, determing cus-
tams tarifls, and i2sue release permits,

C.11.3 Risk Management

The risk management directorate, which has been
estabtishod in the Egyptian Customs Authority, has
all necessary information on expoiters and irpon-
ers whao stick o importation of compliant goods and
P a chean record of tramsactions with FCA. Such
a record promaotes nst in stakebolders and ensures
goods are handled most expentiously.

C.11.4 Provisional Release

The Customs Commissioner assered that Customs
offrces have already started applying the provisional
refease system, with release procedures completed
within a day or twe.

C.11.5 Post Audit System

The Cusioms Comimibssioners has announced that
there are open facilities for applying the post mlease
audit system, provided that the imposter has accurale
documents, (voices, and mglsters available. ECA is
cateful iy apply the exchange rate an the date of sub-
mitting the: custorns declaration; 1o avoid any discrep-

ancy with regare 1o valoe of imported consignments.
Rantlom estimaton of customs tax has completely

tlisappeared. The law obliges the impoder to maintain
the complets documentation for 5 years.:

C.11.6 New Executive Regulations for
Customs Law

The Ministny of Hnance will soon igsae the executive
regulations of the new Customs law. The new execu-
thve regrulations are clear and easy 1o understand,
eliminating all accumulated probloms and negative
aspacis created by Customs laws applied since 1963,
Maono importantly, they will contribute to eliminating
peersonal inferpretations.

By the beginning of next year, all Customs diree toe-

ates al the national kevel shall be connected by means .

of an electranic network, Electiionic operation has
already been implemented a1 the ports of Alexandria,
Pt Saicl, Suez, Ein El Sokbna, Caino and Damietta.
This has had posilive impacts, the most impontant of
which has bean the reduttion of Customs procedures
from 17 duys to twe hours only, according 1o testi-
mony of the Intemmational Bank for Development and
Feconstruction.

The changes also Included sirmplifying Customs pro-
codures for caleulation and collection of taxes and
dutiies, inspection of cars, issuance or renewal of free
zones inip tickets, reduction of Customs procodures
for exports. and operation of the expons complex
around the clock.

C.11.7 Coordination with the Ministry
of Health

Thee Ministries of Finance and Health have agreed
that the Mindstry of Health will examine one rendom
sampile owt of sach ten consignments, 1o reduce the

consignments period of stay a1 Customs.

C.11.8 Coordination with Lebanese
Customs

Minister of Finance Yousse! Boutros-Ghali has
reached an agreement with the Lebanese Minister
of Finance to et o unikumm mechanism for customs
clearance in the two Countries, so thal procedures
completed in one country shall be valid in the other.
As sonn: as Egyptian Customs Authority is fully com-

, the organization shall be Jinked 1o Leba-
nese Customs and customs coondination shall star
to facilitate trade between the two countries: This ks
expected o take place during 2006,
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C.12 New Private Sector Scheme to
Boost Manufacturing

In an Initiative 1o boost manufacturing growth and
stimulate job creation, the Ministry of Trade and In-
dustry’ has set up a National Suppliers Development
Program that aims at ensuring the cost effectiveness
of Egyptian goods and their compliance with inter-
national standards. The scheme is expected to help
manufacturing exparts grow by an annual rate of 11}
percent, Up from the corrent growth rate of 5 percent.

C.13 World Bank Discusses a US$2-
2.8 Billion New Country Assistance
Strategy (CAS) for Egypt 2006-2009

The World Bank's new Country Assistance Strategy
(CAS) for Egypt covers the next four years from fiscal
years 2006 to 2009, The CAS alms at supporling three
key development ohjectives; (i) facilitating private
sector development; (i) enhancing the provision of
public services; and (i) promoting equity, through
support of enhancements in infrastructure, education,
poverty alleviation, financial sector reforms. The lend-
ing package is combined with the Bank's nun-lending
technical assistance; analytical and advisory services.

C.14 Avian Flu Hit

The spread of Avian flu in the world and Epypt has hit
the thriving domestic poultry industry. Egypl is thus
looking to restructure its paultry Industry in order o
address the repercussions on the economy, especlally
on small-scale producers,

This hit potentially affects up to 3 millions peaple
who are supported by the industry with 750,000
directly employed in the breeding of domestic fow|
alune. In the aftermath of avian flu, 30 percent of
thuse employed have boen laid ofi. This represents a
severe downturn In sales and daily losses of LE 12,5
million in a sector worth LE 20.16 billion. Prices have
decreased to lower than LE 5 per kilo from LE 14 in
the beginning of February.

Retwrmud Ministry of Trade and Industry e Decombiee 1], 2005, Seo S,
tan €1 abrive



APPENDIX D: Status of Recent
Economic Legislation

1. Financial Leasing Law No, 95/1995, amended by  Enacted

Law No. 1672001
2. Cenral Depository Law No, 93/2000 Enacted
3. Mortgage Law No. 1482001 Enacted - Executive Regulations issued
4. Money Laundering Law No. BO/2002 Enacted
5. Intellectual Property Rights Law Enacted - Executive Regulations issued
No, B2/2002
6. Special Economic Zones Law Enacted
No, B3/2002
7. Civil Association and Establishments Enacted
Law No. B4/2002
8. Export Promotion Law Na, 155/2(012 Enacted - Executive Regulations awaiting approval
9. Telecommunication Law (LTL) Enacted
No. TO02004
10, Unified Labor Law No. 12/2003 Enacted
1. Central Bank, the Banking Systern and Enacted
Monetary Law No. 88/2003
12, Law Number 152004 concerning Enacted
Electranic 5i;ﬂ_|1nrulc
13, Small and Medium Enterprives Law Enacted - Executive Regulations issued
No, 14172004
14.  Presidential cecree No. 23, 2004, Enacted
Establishment of Ministry of Investment
15, Presidential decree No. 300, 2004, Enacted
Customs Tariifs
16,  Income Tax Law No. 9122005 Enacted - Execulive Regulations issued
17.  Competition Law No. 372005 Enacted - Executive Regulations issued
18.  Dralt Unified Comporate Law Pending discussion
19.  Draft Capital Markets Law Pending discussion
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Law No. 91 / 2005 Concerning the Income Tax

Lesss than b months after the appaimtrment of
i peay Caliinet, Minisier of Flnance Youssis
Boutros-Chali presented a new income tax law
during the annual conference af the National
Democratic Party, held [n September 2004, The
dratt law was circulated and discussed by all
stakeholders and thien sent to Farliament for ap-
prenal. Thie Parliament has passed the nesy Lo
and the President has signed and issued it in the
Official Gazotte in June 2005

Thee rewy incimie tax law makes the Egyptian tax
system more transparent for bath national and
foreign compankes looking 1o invest in EgypL. It
cuts personal and corporale income tixes, and
unifies tax exemplions and legislations. 1 intro-
duces a 50 percent reduction in personal and
COfporate thooes f0 @ maximum rate of 20 percent
I s also restruciured income tax brackets into
three ries with tax rates of 10, 15, and 20
rr.wctwl. uisting tax exemptions for annual cam-

ngs of under LE 5,000 would double. Wiorking
spouses would benefit from the mew law as each
of them wiould be eligible for an ion of
LE 5,000 on . Civil servants would got a

pefsonal exemption of LE 4,000 annually.

Additionally, the law grants 3 general am for
taxpayérs in all cases hefore courts on i esti-
miathon, provided thal the disagreed b amount
dhoes nat exceed LE 10,000, Mareover, the Loy
peovides for a seftlement process in tax evasion
caves, of tdher offences upon frosm the
concormed willhin one year of the antry
Imbos foiee aof the Live Thisse prowisinns ane soon
essential in order 1o encourage Egvpt's infoamal
ecanomy 1o legalioe its stafus.

The Low alsa icdies for phasing out tax exenp-
tions for newly establishid companies, Compa-
nbes listed on the Stock Exchange would also lose
the tax exempt status of thelr patd-in caplial.

Im adebition 1o rane reductions, th law itfes
tor streamiining, 1ax administration and meng-

ing all income Lix legislotions into one Law,

Thie law i intenchisd 1o encowrage the voluntary
suimission of tax retumns by taxpavers, the timely
payment of tes, and groates compliance of cifl-
zetrs who had peeviously svaded taxes whether
hecause of high rates or cumbersome procedunes.
A ey element of the Law & the introduction of
sell-asewement for taxpayers, Thie places the
burden of prood for tax evasion on the Tax Author.
ity which will now Himin ks inquiny to a sample of
somie 5 1o 10 percent of all taxpayers.  The elimi.
natton of what had been viewed as discretionary
ASSESUTIENTS iy it ﬁ‘ ining the rrssimg trust
betwern Lncpowvers and the Tax Authorin.

Thae Ministry anticipates a significant improvis-
mon) in tha cast effectiveness of the Tax Autharity

and a reduction in cosls o enterprses and ind)-
witduals associatod with the payment of txes. The
new Svsiem Gises revenue from a limited owmber
of tax rates and will thereiore substiantially reduce
administration and compliance cost. Avolidance
of numerous Wxes that yield limited revenoe will
alges facilitate tax assessment and avold the im-
pression of excessive taxation, The new law alw
;mw“i uces high determent penalties against tay

Fa

The prtaposedd rate reductions and administra
tiver changes will, in the medium term, stimulaie
the econamy, Higher peodits for businesses will
encourage faster economic growth, thus expand-
irg the taw hase and ultimately increasing tax
revenues. This should partially make up o the
shartall in tax revenues, estimated ar between LE
3.2-3.5 billion. GDP growth rates should in.
crease by 2-2.5 percent giving rise 1o at least LE2
hllbon in additional revenus.

A broad tax base with limited exemptions enables
reveie to be raised with relatively low rates.
The erosion of the tax hase th exempiom
recuires higher tax rates 1o make up for the loss
I revenue. Mighesr rates only senve 1o Increass
the Hikelihood of tix evasion. Heoce, expected
improved tax compliante undoer thee new reforms
should also cover a large part of the loss in tax
ECeipis.
Proceeds from an ambitious privatization pio-
gram that includes 172 state-owned companies,
a public sector bank and the stake af the govern.
ment in joint verture banks will also be used
:;]D?mm:e the temponary increase in the budge
i,

O fhe I'nuﬁ;r' term, the governmeent will he
builhing ﬁu the adminiurtive capacity of the
state to collect taxes. In addition, a plan was s,
immediately after the suance of the law, 10 cre-
ate awareness of laxpayers in ostler 1o encourage
thom i take pan in the reform. This plan

toa extent on press and pedia campaigns
i to all classes of society.

Article Eight of the law provides that the Minister
of Finance shall issue the Executive Regulaticn fos
e Eaw Lo,

Accardingly, the Minister issued decroe No. (541
of the year 2005 promulgating the Becutive

latindis od the Incisme Tax liw, Thi Repula-
Hon set fanh thie guidelines and interpretation of
tax law articles wo guide the application of the
principdes

All articles set forth in the regulations respond
fully 1o the principhes of he income tax faw, and
alees primarily o suppost the efficiont application
of the Law.



APPENDIX E: Important Definitions

E.1 Special Drawing Rights (SDRs):

A members cuiota in the IME i denotes) in SDRs. This
Uik determines the amount of 3 member's swhserip-
thon, 15 vating right, its access to IF financing and
its shans of the allocation of the SDRs

E.2 The Morgan Stanley “MSC1”
Organization:'

MSC] 5 4 Imd-r;gﬂ.mi:h-t ol phobsal indices and
benchmark related products and services to inves-
towrs worlchwiche, I s headoguanored in MNew York, and
conducts business worldhwide with operations (n Gas.

v, bomdon, Hong Kong, Tokyo, Singapore, Sydnesy,
Frankfurt, Milan, Pare, Princeton and San Francisco.

The business of MSCI s to provide bimchmark
proglucts and services o the nvestment manasgement
community, fo distritmate indes and company-livel
data and 1o license the MSC] indices 1o third parties
for the purpose of creating denvative and propeictany
produsts.

E.2.1 The Benchmark Research Group (BRG) i

ibbe for research and analysis in connection
wwlth this MSCI [nefices. The membiers of the BRG
il e i countiy and company rsearch
and analvtic resenrch, MSCI has the |a and mosd
expetieneed reasarch 4l in the index bosiness, and
therefore it has resowrces and skills 1o ensure that the
analysts of thousands of securities amund the world i
% acTurate s it can be.

E.2.2 The Index Commilles is responaibale for il
eeliinrial decisions afiecting the MSCH Indices, Includ-
ing additicns and deletions of constineents within

the Indices. This members of the Commities ane rom
MSC) and the BRG, MST) provides independent and
unbiased indices. To this end, MSCI has a strict Infer
nal compliance stricture ersuring the independence
of itx editorial decision making,

E.2.3 The Editorial Advisory Board (EAB) serves MSC
in an atvisory capacily, providing input on index
construclion merh.wdﬂ&v andd new product devel-
opmant. The EAB pr a formal loram in which
Irading senior members of the (nvestment industry
worldhwide can actheely discuss the present and future
rote of MSCT benchmarks in the investment Process.
Thiz EAB comprises imatedy 18 members from
Iea:lmﬁ diors furniels, asset management firms,
consultants and academicians (rom around the weld,

£.2.4 The MSCI-Egypt Price Index moasures marke
price performance only, The index measures the
sum of the free float-welghtid market capitallzation
restuarres of all [ constiuems on a given day,

Wiywjir Wi Aies weliSe mvww f L TR

E.2.5 The M5CI-Egypt Total Return Indices masures
the market pedormance, including price performance
aned Income from divitend payments. MSCIs Dally
Total Return IDTR) methodology reinvests dividends in
indices thi day the security s guoted eedividend (xd-
chatel. Dividends ane not considensd in price indices

E.3 The following MSCI-Egypt Total
Return Indices are calculated:

E.3.1 With Gross Dividends. This series approximates
thet maximum possible dividend reinvestment. The
arnount relmveested 14 the dividend distributed 1o in-
clividuals resident in the country of the company, but
eloiss nod include tax credis

E.3.2 With Net Dividends. This series approsimales
the minimum possible dividend reinvestment. The
dlividherd is seinvested after deduction of withholding
T2, applying the rate 0 non-residend individuals who
ey e it from dodible axation freaties. MSCH
uses withholding wx rates applicable i Luxembourg
holding companies, as Lusembosrg applies the high-
4 rates

E. 3.3 The MSCT ACWI (ANl Country World Index)
Index * is a free hoat-adjusted market capitaliza-
tion index that is designed 1o measure equily marke
perdarmance in the global developed and emerng
markets. As of May 2005 the MSCI ACWI consi

of the following 49 developed and smerging market
couniry indlioes; Argenting, Australia, Ausiria, Bel- |-'
lum, Brazil, , Chile. China, Colombia, Crech
Republic, Denmark, Fgype. Finland, France, Germae |
ny, Creece, Hong Koog, Hungary, India, Indonesia, .
Ireland, fsrael, Italy, lapan, lordan, Konsa, Maloysia,
Mexion, Morocon, Metherlands, Rew Zealand,
Norway, Pakistan, Peru, Philippines, Poland, Portugal,
Russla, Sin Free, South Africa, Spain, Sweden,
Swilerland, Taiwan, Thatland, Torkey, the Unined
Kingdom, the Unied States and Vieneruela,

E.3.4 The M5CI Emerging Markets Index ™ is a free
(ot -adjustied market capitalizatbon ndex that is de-
shgned 1o rmeasure eouily markel performancs i the
giobal emerging markets. As of May 2005 the MSC)
Ermetrg ing Mirkets Intbex consisted of the following 26
ernefging market country indices: Argentina, Braril,
Chile, China, Colombia, Coech Repeblic, Egypl
Hungary, India, Indonesia, lsmael, foedan, Kosea,
Malaysia, Mexicn, Morocon, Pakistan, Perd, Philip.

nes, Poland, Russia, South Alrica. Talwan, Thallamd,
urkey and Venezuela,

E.3.5 The MSCI EM Iﬁ'ﬂtfgnl! Markels) Europe,
Middle East and Africa Index ™ is o free fload-ad-
Justeel market capitalization index that |s designed 1o
megLre enuity marke! performance in the emeging
market countries of Europe, the Middle East & Alrica
As of May 2005, the MSCIEM EMEA Index consisted
ol the tollewing 10 emerging matket country indices:
Crech Republic, Hungary, Poland, Russia, Turkey,
lsrael, jordan, Egypt. Motocco and South Africa.
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