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The Stars Seem to Be Aligned for International
Reserves

The simultaneous increase in both headline and non-official figures, for
the third month in a row, drove the overall reserves to remain in an
upward trend. Egypt's overall reserves (NIR + non-official reserves) grew by
USD851mn by end of October 2020, on the back of a USD791mn increase in
official reserves and a USD57mn increase in the non-official account. Overall
reserves stood at USD44.414bn by end of October, covering 8.4 months of
merchandise imports. Furthermore, the stock of foreign currencies in official
reserves grew by 2.4% m/m, the fastest pace since March 2020, registering
USD34.68bn. Meanwhile, the stock of gold fell slightly by 0.8% m/m due to
the decline in gold prices.

FX reserves bolstered by capital inflows and receding trade balance:
Foreign appetite in the local debt market gained huge momentum since
August, thanks to lucrative real yields, the financing agreement with the IMF,
and resilient macro fundamentals. Foreign holdings of local debt more than
doubled to USD21.1bn by mid-October, up from USD10.4bn by end of May.
Meanwhile, the receding trade deficit remained supportive of a lower
current account deficit. According to the most recently available data
published by CAPMAS, the trade deficit fell in August by 14% y/y as both
imports and exports declined by 10% y/y and 3% y/y, respectively. The
current trend in oil prices and depressed demand for imported goods
should keep the trade deficit on a downward trend. However, tourism
revenues will suffer another blow as the recent travel ban and restriction
measures in Europe will affect the influx of tourists.

NFAs at commercial banks restored their net asset position in
September, thanks to carry trade inflows. For the first time in three
months, NFAs at commercial banks registered a net asset position of
USD2bn, thanks to the surge in foreign assets which reached USD21bn (up
from USD18.7bn in August) and the fall in foreign labilities to USD19bn
(down from USD19.8bn in August). We still expect banks' NFAs to recover
further on the back of the significant favorable risk-return profile and EGP
stability (possibly slight strengthening), both providing further incentive for
carry trade positions. This should also further support more stability in EGP
until the end of 2020.

Chart 1: Official reserves remain in an upward trend for the fifth
consecutive month
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Disclaimer

Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users whether
they received them directly or through any research pool and other specialized websites. The report is published for information purposes only and isnot to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. Unless specifically stated otherwise, all price information is only
considered asindicator. No express or implied representation or guarantee is provided with respect to completeness, accuracy or reliability of information
included in this report. Past performance is not necessarily an indication of future results. Fluctuation of foreign currency rates of exchange may adversely affect
the value, price, or income of any products mentioned in this report. Information included in this report should not be regarded by report users as a substitute
for the exercise of their own due diligence and analysis based on own assessmentand judgment criteria. Any opinions given are subject to change without
notice and may significantly differ or be contrary to opinions expressed by other Prime business areas as a result of using different assumptions and criteria.
Prime Group isunder no obligation responsibleto update or keep current the information contained herein. Prime Group, its directors, officers, employees or
clients may have or have had interests or long or short positions in the securitiesand/or currencies referred to herein, and may at any time make purchases
and/or sales in them as principal or agent. Prime Group, its related entities, directors, employees, and agents accept no liability whatsoever for any loss or damage
of any kind arising from the use of all or part of these information included in this report whether it is received directly or through research pools and other
specialized websites. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer shall, in no way, constitute a waiver or limitation
of any rights a person may have under such laws and/or regulations. Furthermore, Prime Group or any of the group companies may have or have had a
relationship with or may provide or have provided other services, within its objectivesto the relevant companies.
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