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Further Enhancement 

Overall reserves are getting closer to pre-COVID levels. May’s net 

international reserves (NIR) were slightly up at USD40.5bn (+0.3% m/m, 

+12% y/y) on a similar increase in the stock of foreign currency. Non-official 

reserves also grew slightly to USD8.85bn in May (+1.3% m/m, +75% y/y). 

Thus, overall reserves continue to crawl back to pre-COVID-19 levels, ending 

May at USD49.3bn, 7% below the USD53bn just before the pandemic shock 

hit the economy. The current stock of foreign reserves now covers nine 

months of merchandise imports, which provides the country a powerful 

buffer against any external shocks or a shift in global risk appetite. This 

came at a time where external pressures started to ease further due to a 

gradual improvement in the tourism sector, lower trade deficit, and stability 

in capital inflows into the debt market.

The economy is shielded, but vulnerability still clouds the long-term 

outlook. Given its structural weaknesses, the current account deficit is likely 

to end this fiscal year higher, as the current rebound in the tourism sector 

remains fragile with the pandemic risk is still active. Recently, the UK moved 

Egypt to a “Red List” where travelers from Egypt will be required to 

quarantine for 10 days before entering the UK. On the other hand, the 

Russian travel ban is expected to be removed anytime next month. That 

drove us to believe that the sector will recover more strongly by early 2022 

as the vaccination coverage expands enough to eliminate all travel 

obstacles. Meanwhile, FX inflows are still backed by (1) workers’ remittances 

which grew by 10% y/y in 5M 2021 and (2) high real yield-driven inflows to 

the local debt market. Yet, workers’ remittances are projected to cool off 

due to the GCC labor market policy, and the rise seen in U.S. long-term 

yields could be less favorable to Egypt and emerging economies. Moreover, 

the country's substantial debt payments will rise to some USD19bn in 2021, 

taking total external funding requirement to more than USD35bn 

(equivalent to 8.5% of GDP). In addition, debt service obligations will remain 

high in 2022 onwards, reflecting the increase in foreign borrowing since 

2017 from the international bond market and repayment obligations to the 

IMF.

Source: CBE, Prime Research.
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Chart 1: Foreign ownership in T-bills exceeds pre-COVID levels
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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
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