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Egypt / PMI March 2021 reading

Still Downbeat

Mona Bedeir Egypt’s PMI retreated in March, signaling that the quick recovery in

Chief Economist recent months was temporary. The index remains in the contraction

T +202 3300 5722 territory for the fourth consecutive month, registering 48 in March, down
from 49.3 in February 2021. The decline in PMI shows the cracks in the

mbedeir@egy.primegroup.org recovery’'s momentum as it fell to its lowest reading since June 2020. The

reading came despite growing efforts to accelerate the vaccination roll-out
process to contain the potential implications of another wave. PMI readings
in March also suggest that the sharp recovery since the great collapse in
April 2020 was mainly driven by temporary pent-up demand, and it would
be difficult to sustain given the risk of another pandemic wave, a slower
rebound in labor-intensive services such as tourism, and global lockdown
measures.

Weaknesses in the private sector activity were notable since late 2020
and early 2021 despite the acceleration in economic growth in Q2
FY21. The PMI's sub-components fell in March, including output and new
orders, which declined at the fastest pace since June 2020. Moreover,
exports also fell for the first time in three months, indicating that global
headwind pressures have not abated yet. The persistence of pandemic-
driven global headwinds and muted demand forces are still hindering the
rebound in private sector activity since late 2020. This came despite the
acceleration in the economic growth rate. According to the most recently
released data, Egypt's economy grew by 2% y/y in Q2 FY21, accelerating
from 0.7% y/y in Q1 FY21. The growth was driven by state-dominated
sectors, including agriculture, education, and health care. This is in line with
our expectation that the path to post-pandemic normalization and recovery
will be dominated by public-sector investments given the pandemic-related
liquidity strain and low demand facing the private sector.

We still expect future PMI readings to remain in contraction during H1
2021. Given a narrowing probability of an immediate rate cut and limited
fiscal space, we believe both the Central Bank of Egypt’s (CBE) and the
government's policies will focus more on targeted accommodative
measures, such as export support programs and lending initiatives to hard-
hit sectors that are still struggling to recover. Weak consumer demand will
weigh on the private sector’s path to recovery, which is still expected to
remain muted due to labor market dynamics.

Chart 1: Private sector remains in contraction for the fourth month in a
row
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Source: PMI Markit, CAPMAS.

1/2


mailto:MBedeir@egy.primegroup.org

P PRIME

Tuesday, 6 April 2021 / 10:00 am CLT
Egypt / PMI March 2021 reading

Prime Securities
Shawkat El Maraghy

Managing Director
T +202 3300 5622
SElmaraghy@egy.primegroup.org

Sales Research
Mohamed Ezzat Emad El Safoury Amr Hussein Elalfy craA
Head of Sales & Branches Manager Head of Research
T +202 3300 5784 T +202 3300 5624 T +202 3300 5724

MEzzat@egy.primegroup.org EElsafoury@egy.primegroup.org  AElalfy@egy.primegroup.org

Mohamed Ashmawy Shawkat Raslan

Head of Institutional Sales Heliopolis Branch Manager

T +202 3300 5612 T +202 3300 8130
MAshmawy@egy.primegroup.org SRaslan@egy.primegroup.org
Amr Alaa CFTe Nashwa Abuelatta

Team Head -Institutional Desk Alexandria Branch Manager

T +202 3300 5609 T +202 3300 5173
AAlaa@egy.primegroup.org NAbuelatta@egy.primegroup.org

Mohamed El Metwaly
Manager

T +202 3300 5610
MEImetwaly@egy.primegroup.org

Head Office

Prime Securities s.A.E. 2 Wadi Elnil St, Liberty Tower, 7thFl.
Regulated by FRA License No. 179 MOhandeSSin' Giza, Egypt
Member of the Egyptian Exchange T +202 3300 5700 / 770 / 650 / 649
F +202 3760 7543

Branches Website
Heliopolis Alexandria www.primeholdingco.com
7 Elhegaz Square 7 Albert Al Awal St.
Heliopolis, Cairo, Egypt Smouha, Alexandria, Egypt
T +202 2777 0600 T +202 3300 8170
F +202 2777 0604 F +202 3305 4622
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.
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