
MACROView
Egypt / PMI August 2021 reading

Monday, 6 September 2021 / 11:00 am CLT

1/2

Mona Bedeir
Chief Economist

T +202 3300 5722

mbedeir@egy.primegroup.org

Tempered, But Cautious, Optimism

Beams of light illuminate through a cloudy sky: The PMI index bounced 

back up in August to near expansion territory to 49.8, after retreating in July 

to 49.1 from 49.9 in June, this year. The reading turned positive as the 

private sector activity sent out rebound signals despite the growing risks of 

the Delta variant spreading and the fourth wave of COVID-19 roaring, while 

the global PMI is evidently slow, especially in Asia and China. These risks 

continue to fuel domestic inflationary pressures through their impact on raw 

and input materials and shipping costs.

The new order index reversed its downtrend, driving output and 

employment indices to improve slightly: The new order index increased 

to expansion territory to 50.4 in August from 48.7 in July, notching up its 

second expansion reading in 2021, after its June reading. This expansion 

continued to boost the production capacity of companies, nudging the 

output and employment indices marginally up in August. The two 

consecutive months of increase in the employment index, after more than 

20 months of contraction, could be seen as a trigger for a stronger demand 

outlook and the beginning of a more robust recovery in labor demand. This 

interpretation drove firms to start passing on the significant surge in input 

prices to final consumers, as reported by the PMI survey.

The risk of a supply bottleneck could hamper demand recovery: As the 

pandemic risk persists, the outlook of the private sector recovery is still 

clouded by the accumulated pressures of the surge in global commodity 

prices and supply bottlenecks. The recent global PMI readings in August 

indicate that the economic recovery in both advanced and EMs hit a speed 

limit by the effect of supply chain disruptions and its ripple effect on 

lengthening delivery lags and mounting input prices, facing a faster-than-

expected rebound in demand, which eventually will lead to slowdown.

According to Egypt’s PMI survey in August, the input price inflation 

picked up to its highest level in two years, and supplier delivery time 

rose to its highest reading on record. This accumulated inflationary 

pressure should keep the CBE’s current monetary stance on hold at 

least for the end of 2021.

Source: PMI Markit.

Chart 1: PMI index rise amid inflation worries
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