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The economy battled COVID-19, backed by resilient 

remittances and lower global commodity prices: In line 

with our expectations, the effect of COVID-19 on Egypt’s 

hydrocarbon-trade balance was relatively favorable given the 

significant fall in oil prices in Q4 FY20 and subdued import 

demand. Meanwhile, the service balance (mainly tourism) fell 

under the pressure of lockdown measures and travel ban, 

posting its worst performance since the terrorist attack on the 

Russian airplane in 2015. However, workers’ remittances 

defied expectations and remained resilient.

CAD widened sharply as the significant fall in tourism was 

too large to be offset: Egypt’s current account deficit (CAD) 

surged to USD3.8bn in Q4 FY20 from USD1.1bn a year earlier. 

Except for workers’ remittances, Q4 FY20 figures reflected the 

impact of the economic fallout of COVID-19 on the external 

balance, as follows:

(1) Trade deficit widened slightly by 1.4% y/y on the back 

of a 28% y/y fall in exports that outpaced the 13% fall in 

imports.

(2) The effect of the crisis on the trade balance was mixed. 

Hydrocarbon trade balance registered a slightly higher 

surplus of USD352mn vs. a surplus of USD303mn a year 

earlier. The improvement in hydrocarbon trade balance 

was mainly due to the fall in oil prices and lower demand 

for fuel imports due to the lockdown measures. The 

Egyptian government resumed fuel products imports in 

July 2020 after suspending imports during most of Q4 

FY20 when Egypt became self-sufficient. Meanwhile, non-

hydrocarbon trade deficit widened by 2% y/y due to an 

annual drop of 6% in exports and a slight fall in imports of 

only 0.8%.

(3) Service surplus fell sharply by 83% y/y to only 

USD550mn. This significant slippage was mainly driven by 

c.90% weaker tourism revenues which registered only 

USD305mn. This came as the country received no tourists 

at all in April, according to CAMPAS. Also, Suez Canal 

revenues declined by 7.7% y/y.

(4) The effect on workers’ remittances is still lagging.

Having grown by 4% y/y to USD6.2bn, workers’ 

remittances are expected to slip in FY21.

Despite the fall in net FDI and portfolio investment, the 

financial account net inflows increased, thanks to net 

borrowings: The financial account registered a net inflow of 

USD1.35bn, up from USD1.25bn a year earlier. However, 

foreign direct investment (FDI) dropped by 11 y/y to 

USD1.5bn in Q4 FY20, and foreign portfolio investment (PFI) 

fell sharply by 80% to just USD637mn. Egypt has faced a fierce 

capital outflow bout since mid-March, losing north of 

USD17bn from the local debt market. However, the rebound 

in carry trade inflows was faster than expected as the country 

started to receive capital inflows in June. The Egyptian 

government had to engage with the IMF through its rapid 

financing instrument (RFI) (USD2.8bn, disbursed in June 2020) 

to address the impact of the COVID-19 crisis on the country’s 

external position. Moreover, Egypt was granted a USD5.2bn 

SBA credit facility in June 2020. Yet, the disbursement  of the 

first tranche of USD2bn was only received in July 2020.

Not as Severe as Expected but All Eyes on the Scars

Figure 1: Transfer balance alleviated the effect of the 

COVID-19 on CAD (USDmn)

Source: CBE, Prime Research.
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Figure 2: Hydrocarbon trade balance is in surplus for first 

time in 12 months (USDmn)
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How Q4 FY20 affected the overall performance of CAD in FY20

CAD  CAD ended the year at USD11.2bn (3.2% of GDP), slightly up from USD10.9bn (3.7% of GDP) in FY19. This came well below our 

expectations of USD15bn (3.9% of GDP). The larger-than-expected workers’ remittances in Q4 FY20, coupled with a significant 

improvement in hydrocarbon trade balance and the performance of the first quarters of the year, eased the pressures of the 

COVID-19 turmoil on CAD.

 Looking ahead, the unprecedented health crisis should leave a long-lasting effect on CAD, given the long road to recovery in the

tourism sector and workers’ remittances given that most GCC countries have been bracing for a slowdown, and they were 

speeding up their labor market nationalization policies.

Trade 

balance 

 Trade deficit came in line with our expectations, falling by 4% y/y to USD36.5bn (vs. our projections of USD36.6bn) due to a 7.4% 

fall in exports and a 5.5% fall in imports. The fall in imports was triggered by a 23% drop in hydrocarbon imports, while non-

hydrocarbon imports fell by only 2%.

 The decline in exports was also triggered by the fall in hydrocarbon exports, which fell by 27% on the back of the slump in global 

natural gas prices. Meanwhile, the 6% annual growth in non-hydrocarbon export was not sufficient to offset the effect of the fall in 

hydrocarbon exports on overall exports.

Tourism  The sudden halt in tourism in Q4 FY20 drove overall tourism revenues to fall by 22% in FY20, registering just USD9.86bn.

 The robust performance, however, in the first two quarters of the year eased the effect of the pandemic crisis on the overall

annual figure.

 We expect tourism to rebound by H2 FY21 as the sentiment towards overseas travel remains weak until a vaccine is made 

available. 

Workers’ 

remittances

 Workers’ remittances posted a historical record of USD27.8bn in FY20, up from USD25.2bn in FY19.

 However, as the pandemic cast its shadows on global employment, we expect workers’ remittances to witness a significant decline 

in the upcoming years due to increased employment nationalization efforts in GCC countries.

Investment 

income 

deficit 

 Investment income deficit increased slightly in FY20 by 3% to USD11.4bn.

 Looking ahead, we expect investment income deficit to accelerate further due to the increase in interest payment on external debt. 

The COVID-19 crisis has triggered a massive wave of external borrowing as the country managed to secure external financing 

needs. Such facilities were used to offset the effect of COVID-19 on FX liquidity, securing USD7.8bn from the IMF funding package 

(USD4.8bn of which has already been disbursed) in addition to USD5bn of Eurobonds by end of May 2020.

Figure 3: CAD as a percentage of GDP is still falling despite the 

crisis

Source: CBE, Prime Research.

Figure 4: FX revenues as a percentage of GDP shows the 

significant importance of workers’ remittances

Source: CBE, Prime Research.Source: Prime Research .



Egypt / Balance of Payments Q4 FY20 readingMACROView Thursday, 3 December 2020 / 1:30 pm CLT

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 is not 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 as indicator. 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 assessment and 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 is under no obligation responsible to 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 securities and/or currencies referred to herein, and may at any t ime 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 objectives to the relevant companies.

Copyrights © 2020, Prime Group, ALL RIGHTS RESERVED. You are hereby notified that distribution and copying of this document is strictly prohibited without the prior approval of Prime Group.

Prime Securities

Heliopolis

7 Elhegaz Square

Heliopolis, Cairo, Egypt

T +202 2777 0600

F +202 2777 0604

Nasr City

9 Elbatrawy St.

Nasr City, Cairo, Egypt

T +202 3300 8160

F +202 3305 4622

Alexandria

7 Albert Al Awal St.

Smouha, Alexandria, Egypt

T +202 3300 8170

F +202 3305 4622

Branches

Prime Securities S.A.E.

Regulated by FRA License No. 179.

Member of the Egyptian Exchange.

2 Wadi Elnil St., Liberty Tower, 7thFl.
Mohandessin, Giza, Egypt

T +202 3300 5700 / 770 / 650 / 649

F +202 3760 7543

Head OfficeSales

Shawkat El Maraghy
Managing Director

T +202 3300 5622

SElmaraghy@egy.primegroup.org

Mohamed Ezzat
Head of Sales & Branches

T +202 3300 5784

MEzzat@egy.primegroup.org

Mohamed Ashmawy
Head of Institutional Sales

T +202 3300 5612

MAshmawy@egy.primegroup.org

Amr Alaa CFTe

Team Head –Institutional Desk

T +202 3300 5609

AAlaa@egy.primegroup.org

Mohamed El Metwaly
Manager

T +202 3300 5610

MElmetwaly@egy.primegroup.org

Emad El Safoury
Manager

T +202 3300 5624

EElsafoury@egy.primegroup.org

Shawkat Raslan
Heliopolis Branch Manager

T +202 3300 5110

SRaslan@egy.primegroup.org

Amr Hussein Elalfy CFA

Head of Research

T +202 3300 5724

AElalfy@egy.primegroup.org

Disclaimer

Mohamed El Henawy
Nasr City Branch Manager

T +202 3300 5166

MElhenawy@egy.primegroup.org

Nashwa Abuelatta
Alexandria Branch Manager

T +202 3300 5173

NAbuelatta@egy.primegroup.org

Research

3/3

mailto:SElmaraghy@egy.primegroup.org
mailto:MEzzat@egy.primegroup.org
mailto:MAshmawy@egy.primegroup.org
mailto:AAlaa@egy.primegroup.org
mailto:MElmetwaly@egy.primegroup.org
mailto:EElsafoury@egy.primegroup.org
mailto:SRaslan@egy.primegroup.org
mailto:MElhenawy@egy.primegroup.org
mailto:MElhenawy@egy.primegroup.org
mailto:NAbuelatta@egy.primegroup.org

