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The Tortuous Path to Recovery   

Recovery in private sector activity is losing momentum as global 

headwinds abound: The PMI index retreated in September to its lowest 

reading since May 2021 and remained in contraction territory for the tenth 

consecutive month. The headline index fell to 48.9 in September from 49.8 

in August. Having peaked in 2021 at 49.9 in June, the index has been 

fluctuating since then, sending mixed signs about the sustainability of its 

recovery path. Also, such fluctuations reflect the growing headwinds 

triggered by the Delta variant and persistent global supply chain 

bottlenecks.  

Domestic and foreign demand down; but employment still in 

expansion: The output and new order indices were slightly down in 

September after notching up expansion readings in 2021, in August and 

June. In addition, foreign demand fell sharply for the first time in five 

months, impacted by the global supply-side disruptions and higher 

shipping costs in addition to the container shipping global crisis. Despite 

this slowdown in demand, the positive outlook for the economy remained 

solid and drove firms to keep the employment index in expansion territory 

for the third consecutive month, recording 50.3 in September, up from 50.2 

in August.

The ongoing global headwinds will add downside risks, and the 

recovery will be uneven between sectors: Both domestic and global 

recoveries from the pandemic are now facing new challenges as supply-side 

disruptions became more pronounced. Global supply bottlenecks have 

proven to be more persistent than initially thought. At home, the gauge on 

the supply chain bottleneck suggested that it has worsened from 

September as firms continued to suffer from inventory depletion due to a 

shortage of input. Also, input cost inflation accelerated at the fastest pace. 

The rebound in the manufacturing sector, which accounts for 16% of total 

private sector activity in Egypt, will bear the brunt, being the first victim of 

such shocks and given its dependency on imported capital goods and raw 

materials. The latest available data of the country’s industrial production 

index showed a downward trend in its annual growth rate since March 2021. 

However, the outlook for the service sector is gaining momentum, thanks to 

the acceleration in the vaccination process and the ongoing rebound in 

travel activity and the tourism sector.

Source: PMI Markit.

Chart 1: PMI falls again to its lowest in four months
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