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An expected rise as the new school year began

Driven by non-food items, inflation rose further on both monthly and 

annual bases: Annual urban headline rose for the second consecutive 

month to 4.5% in October, up from 3.7% in September. Yet, it is still 

significantly below the Central Bank of Egypt’s (CBE) target range of 9%±3%. 

On a monthly basis, inflation accelerated further to 1.8% in October, up 

from +0.3% in September, on the back of the improvement in consumer 

sentiment, driven by the back-to-school season.

Food prices fell at a slower pace, while non-food baskets agitated the 

inflation readings: On an annual basis, food prices remained on a 

deflationary trend y/y for the fourth consecutive month in October, falling at 

a slower pace (-0.7% vs. -2.6% on September). This slashed the contribution 

of the F&B basket in the headline figure to -0.2% compared to -0.85% in 

September. Meanwhile, the contribution of non-food items was notable, 

mainly the education basket, of which contribution to annual inflation 

increased to 1.3% in October from 1.1% in September. On a monthly basis, 

after five months of negative food inflation readings, food prices increased 

by 0.06% from -0.1% in September. Food prices were driven mainly by the 

increase in the prices of vegetables (+6.3% in October vs. +1.7% in 

September) and poultry basket (+0.7% vs. -1.5%). Meanwhile, non-food 

inflation surged m/m to +3.1% from +0.4%, mainly due to the acceleration 

in the education basket prices by 1.8% versus a flat reading in September.

The room for a rate cut is ample, but the ‘status quo’ is our call: The 

MPC is scheduled to meet this Thursday with inflation readings accelerating 

in the last two months, albeit still below the CBE’s lower target. Yet, we 

expect the MPC to keep policy rates on hold. The decision will most likely be 

based on (1) evaluation of the fundamental impact of the aggressive rate-

cutting policy over the past six months, (2) a cautious stance by the CBE 

favoring a wait-and-see approach at times of global uncertainty triggered 

by the U.S. Presidential election and the second-wave effect, and (3) a 

limited impact from a further rate cut on sectors that are still hard hit by the 

pandemic turmoil.

Source: CAPMAS, Prime Research.

Chart 1: The contribution of the education basket spurred the annual 

inflation to rise 
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