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Egypt / PMI February 2021 reading

Weak Demand Still Weighing on the Rebound

Trajectory
Mona Bedeir The February PMI came in line with our expectation, posting another
Chief Economist contraction reading despite a slight improvement m/m. The rebound of
T +202 3300 5722 Egypt's private sector is still constrained by weak demand as both output
and new orders declined for the third consecutive month, yet at a slower
mbedeir@egy.primegroup.org pace. Thus, the private sector PMI index remains in the contraction territory,

registering 49.3 in February up from 48.7 in January 2021. The reading came
amid growing efforts to accelerate the vaccination roll-out process, globally
and domestically; continued recovery in global trade; and soaring global
commodity prices driven by growing optimism over the global economic
recovery. One of the positive implications of these developments translated
into a strong upturn in export contracts and a slight improvement in
tourism activity.

Q4 2020 earnings season so far suggests the government policy, which
has been friendly to earnings, has not helped all sectors. Indeed, the
government policy has been friendly to earnings for one main reason,
mitigating the effect of COVID-19 through accommodative policies and
targeted measures for the economy in general and for the most-hit sectors
in specific. Several sectors struggled to restore their lost capacity on the
back of muted demand, mostly tourism and the manufacturing industries.
According to the most available data, the industrial production index is still
well-below pre-COVID-19 level. However, there are certain industries that
have managed to achieve positive results. For instance, (1) the automotive
industry which was buoyed by the 400pbs cut in the interest rates in 2020.
GB Auto’s [AUTO] passenger car revenues were up 26% y/y in Q4 2020 and
1.3% y/y in 2020, and (2) exporters gained support from the government
export rebate program. For example, Oriental Weavers Carpet [ORWE]
received EGP482mn in export rebates in 2020, while total revenues
increased by 10.5% y/y in Q4 2020.

The structure of the “Decent Life” initiative should set the stage for
further acceleration in private sector activity. The initiative aims to
improve conditions in low-income rural areas through an active partnership
with the private sector. The initiative’s main projects should focus on
infrastructure in sanitation services, roads network, and generating job
opportunities in the country’'s most populated areas.

Chart 1: Private sector remains in contraction for the third month in a
row; industrial production index is still below pre-COVID-19 levels
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Source: PMI Markit, CAPMAS.
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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 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 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 objectives to the relevant companies.

Copyrights © 2021, 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.
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