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by Ahmed Farahat
The minister added that international 

bonds are being used to diversify the 
sources of financing given external ob-
ligations and the ability to pay them, 
and to measure the difference between 
internal and external interest rates and 
their cost, while they have not yet de-
cided to rely on sukuk as a financing 
tool.

According to the minister, interna-
tional markets were not happy with the 
issuance of Egyptian bonds prior to the 
liberalisation of the exchange rate on 3 
November 2016, while implementing 
this reform pushed investment circles 
to submit applications worth $25bn to 
subscribe to a $7bn issuance. Interest 
rates on Egyptian bonds offered have 
declined by 1.2% and 1.7% since Janu-
ary.

The value of foreign subscriptions 
to government debt instruments since 
the liberalisation of the exchange rate 
has so far reached $16.5bn, while the 
minister expects them to reach $20bn 
by the end of the year.

He added that the Ministry of Fi-
nance will determine during the next 
two weeks the appropriate timing of 
the issuance of Eurobonds, and is like-
ly to complete the offer before the end 
of November, worth up to €1.5bn, fol-
lowing the approval of the Cabinet.

He added that banks involved in the 
offering would be discussed, although 
European banks are inclined to help in 
the marketing process in case the gov-
ernment moves to the European mar-
ket.

El-Garhy said that in the event of de-
ciding on offering euro-denominated 
bonds by the end of November, the 
US dollar-denominated offering will 
be postponed to February, with a value 
of $3bn-$4bn, as both offerings cannot 
take place at the same time.

The revival of the secondary bond 
market is one of the tools to reduce 
the cost of debt, with the activity of 
the treasury bills market through inter-
bank trading, which is lacking in the 
bond market and needs more traders, 
he noted.

El-Garhy also said that the govern-
ment aims to shift from economic 
reform to economic growth and de-
velopment, after completing the eco-
nomic reform programme agreed upon 
with the International Monetary Fund 
(IMF). He stressed that there is no re-
treat from the implementation of the 
current reform programme.

"We have been talking about eco-
nomic reform for the past 30 years," 
he said. "The difference is that now we 
are dealing with long-postponed prob-
lems."

He explained that the economic re-
forms establish a disciplined economic 
situation, including subsidies which 
were dealt with inefficiently, and grant-
ed to all citizens without discrimina-
tion, as the budget was supporting the 
owners of luxury cars in large amounts, 
which hindered subsidies from reach-
ing its true beneficiaries. 

The minister stressed that the pric-
es of petroleum products will not be 
raised again during the current fiscal 
year, as the current expectations of 
prices are consistent with the runway 
in the state budget.

The Ministry of Finance estimated 
the average price of a barrel of oil in 
the budget of the current fiscal year at 
about $55 and allocated EGP 110bn in 
subsidy for fuel.

Meanwhile, El-Garhy said that 
when addressing the economy, they 
are working to create large revenues. 
Then, the objectives of fiscal and mon-
etary policy will shift to encourage in-

vestment, which is already contrary to 
the increase in interest rates. However, 
this increase will be for a temporary 
period until inflation is curbed, then the 
interest rates will decline again.

He noted that the government is 
working to strengthen the various types 
of revenues in terms of taxes, other 
revenues, and the profits of companies, 
while controlling expenditures to cre-
ate financial space, which would ena-
ble the ministry to spend on productive 
aspects in the state budget rather than 
spending on consumption.

As for the budget deficit, the min-
ister said that the interest consumed 
about EGP 400bn of total annual ex-
penditure of EGP 1.2tn; hence, treat-
ing this comes gradually and through 
controlling the economic rhythm to 
achieve sustainable growth rates of 6% 
and 6.5% for long periods.

He said that the size of the initial def-
icit since 2011 until the last fiscal year 
amounted to EGP 540bn without the 
debt, “assuming that the size of indebt-
edness was in the range of EGP 1.4tn, 
in addition to interest and exchange 
rate impact, we reach our current debt," 
he explained.

The initial deficit is the difference 
between general revenues and general 

expenses without interest.
The public debt is at 102% of the 

GDP, which is estimated at EGP 3tn.
El-Garhy noted that the debt service 

and initial deficit accelerated the pace 
of increase of the overall deficit, which 
increased from 11% in 2010/2011 to 
13% of GDP in 2014/2015 and was 
likely to increase to 16% in case of 
absence of grants and Arab support in 
2013/2014.

He pointed out that the ministry is 
working on the completion of the ini-
tial deficit with a surplus that contrib-
utes to the payment of part of the inter-
est without borrowing to pay the debt 
service and the initial deficit.

He added that the estimates at the 
beginning of the economic reform pro-
grammd for the financing gap was be-
tween EGP 34bn and 35bn, while the 
ministry targets a gap of EGP 12bn-
EGP 14bn in the current fiscal year.

He added that work is currently 
being carried out through monetary, 
financial, structural, and economic re-
forms to develop different frameworks 
and areas that contribute to the devel-
opment of the real economy. 

"The Egyptian economy is charac-
terised by its diversification and the 
existence of a large consumer market," 

he noted.
He added that attention is also fo-

cused on human development at vari-
ous levels and the development of the 
education system gradually by interna-
tional standards.

El-Garhy also said that structural 
reforms would put the economy on a 
sound track by dealing with monetary 
policy without targeting a US dollar-
specific price, as was the case in the 
past when Egypt fixed the local curren-
cy’s rate against the dollar to prove the 
strength of the economy, which proved 
to be unsound.

He said that the currency rate cannot 
be targeted but reflects the economic 
aspects and growth. Thus, growth at 
the level of each economic sector re-
duces the dependence on imports, and 
the growth of the agricultural and in-
dustrial sectors increase export op-
portunities, in addition to the tourism 
sector.

He stressed the importance of the 
tourism sector in many respects due 
to being a labour-intensive sector and 
a prominent source of hard cash. He 
noted that before the 25 January Revo-
lution in 2011, the number of tourists 
ranged between 10 million and 14 mil-
lion per year, which fell to 3.5 million 

only at the end of last year. 
"Despite the circumstances of the 

country, the numbers would have 
hiked to 20 million, which would have, 
in turn, created more demand and im-
proved the balance," according to El-
Garhy.

He pointed out that the decline in 
the number of tourists affected other 
sectors, such as museums and archaeo-
logical areas that were generating high 
revenues at low costs, while this equa-
tion has changed now.

El-Garhy also said that the disburse-
ment of the second tranche of the IMF 
loan is linked to the achievement of 
financial targets during the review pe-
riod, adding that the various objectives 
of the Central Bank of Egypt (CBE) 
and the economic reform programme 
are proceeding properly.

Egypt signed a financing program 
with the IMF worth $12bn at the end of 
August last year over a period of three 
years. The loan requires Egypt to fulfill 
an economic and monetary reform pro-
gramme. Egypt disbursed $4bn of the 
loan last year after floating the national 
currency and hiking fuel prices.

According to the minister, the budg-
et deficit targets cannot be measured 
within three or four months, but are 

handled throughout the year, because 
of their dynamic. "We may achieve the 
goals during part of the year, or not, 
based on economic data."

Yet, he noted that the government 
targets a deficit of 9%-9.5% by the end 
of the current fiscal year.

Thus, the Minister of Finance raised 
the maximum target deficit, which was 
estimated at 9.1%, in light of the nega-
tive effects of the monetary policy used 
to deal with inflation, and the increase 
in the interest rate, which raises the in-
terest in the target budget.

The general budget of the state for 
the current fiscal year estimated the al-
locations of interest at EGP 380bn.

El-Garhy pointed out that the coor-
dination council between the monetary 
and financial policy is one of the tools 
of linking the two policies, adding that 
he constantly attends discussions and 
understands the role of the CBE in 
curbing inflation.

He added that in the current situa-
tion, the CBE aims to reduce inflation 
rates, which fell to 1.1% per month at 
the end of August. He predicted that 
the annual inflation will settle at 15% 
by the end of next June.

According to El-Garhy, the Ministry 
of Finance will complete the final ac-
count of the budget for the last fiscal 
year in late September and send it to 
parliament for discussion, with a total 
expected deficit of 10.8% of GDP, next 
to 1.8% of initial deficit.

He added that the request to open an 
additional appropriation in the budget 
of the previous year will be in accord-
ance with the provisions of the general 
budget on the expenditure side.

He described the response of the 
economic and investment sectors to 
the recent reform measures as “good” 
and reaping results through discus-
sions with investors and businessmen 
and their impression. "Although Egypt 
is still below 50 points on the PMI, 
there are signs of improvement in a 
number of sectors, including the food 
and industrial sectors, creating new ex-
port opportunities and increasing their 
competitiveness in foreign markets, as 
well as the recovery of the tourism sec-
tor," he noted.

In addition, he said that the current 
export rates, amounting to $20bn, do 
not reflect any kind of progress. "So we 
need to develop the industrial sector 
and further deepen it, especially since a 
large part of the industry requirements 
that are exported are now imported 
from abroad."

El-Garhy said that prior to the flota-
tion of the Egyptian pound, it was hard 
to call investors and ask them to inject 
funds into Egypt; however, now he can 
hold a conference call attended by 150 
investors.

The minister explained that the focus 
of FDI over the past two years in the 
oil sector is only due to the shortage of 
US dollar liquidity in the past, which 
accumulated arrears due to be paid to 
foreign oil partners, making them wor-
ried about their entitlements.

El-Garhy said that the ministry is 
considering the possibility of adjusting 
the Capital Gains Tax on unlisted com-
panies, which is now at 22.5%, but has 
not made a decision yet.

According to the minister, the gov-
ernment is considering the develop-
ment of a simplified system for small- 
and medium-sized enterprises (SMEs), 
including the payment of a pittance tax 
based on the size of economic activity 
to gain full legitimacy in the transac-
tions and provide services and transfer 
to the formal economy.

The Ministry of Finance intends to 
submit a number of bills to the House 
of Representatives in the next session, 
including the unified tax procedures 
law, customs, simplified system for 
SMEs, health insurance, tenders, and 
auctions.

Regarding the financial guarantees 
granted by the ministry for investment 
projects, El-Garhy said that the minis-
try grants its guarantees for strategic 
projects in the sectors of electricity, 
transport, and railways to accelerate 
the implementation and ensure the 
ability to generate revenues and cover 
the financial cost and debt, such as the 
electric train that will arrive at the New 
Administrative Capital.

El-Garhy directed a message to the 
attendees of the Euromoney confer-
ence, saying that Egypt is ready for in-
vestment and the financial situation is 
improving greatly. "Investment oppor-
tunities are very attractive, with a large 
market, high employment rates, and 
availability of labour and competitive-
ness. We look forward to attracting in-
vestors in different sectors," he added.

Funding gap 
amounts to 
$14bn by end 
of current
 fiscal year

We are 
considering 
€1.5bn
 Eurobonds
 by end of 
November

We will turn to economic development programme after end of reform programme

Maximum target deficit at 9.5% instead of 9.1% due to increased interest rates

We target foreign subscription in debt instruments worth $20bn by end of 2017
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New $10bn programme planned for 
international bonds: Finance Minister 

We need to develop, deepen industry to increase exports that do not reflect progress of economy

The Ministry of Finance is plan-
ning to draft a new $10bn inter-
national bond programme, after 
consuming a large portion of the 
programme listed on the Luxem-
bourg Stock Exchange (LSE).
Minister of Finance Amr El-Garhy 
said that the Egyptian government 
has a programme for the issuance 
of international US dollar bonds on 
the LSE worth $10bn, as $1.5bn 
have been consumed in 2015, 
compared to to $7bn consumed 
this year.
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The New and Renewable Energy Au-
thority (NREA) has received several of-
fers from companies to implement new 
solar and wind power stations under 
the direct contracting system during the 
coming period.

According to the chairperson of the 
NREA Mohammed El-Khayat, the Cabi-
net recently agreed to sign a bilateral 
agreement with Sky Power to set up a 
600 MW solar power plant and a similar 
agreement to implement two 250 MW 
and 320 MW wind power projects. 

These come in addition to the memo-
randums of understanding (MoUs) that 
were signed last March to set up 500 
MW wind stations.

El Khayat added that the Cabinet has 
approved a competitive tender for the 
implementation of 600 MW solar plants 
in the coming period.

He explained: "According to Law 203, 
the Egyptian Electricity Transmission 
Company (EETC) offers competitive 
tenders, but the preparation, analysis, 
and negotiations with investors for these 
tenders happen through a joint commit-
tee comprising the Commission and the 
EETC.”

El Khayat said that the new and re-
newable energy sector attracted invest-
ments, and the decisions taken by the 
government and the Central Bank of 
Egypt (CBE) to implement the economic 
reform plan did not adversely affect in-
vestment in the sector.

The effects of the economic reform de-
cisions on renewable energy projects can 
be categorised according to the projects’ 
implementation mechanism. For projects 
implemented under the Build Own Op-
erate (BOO) system, the EETC is com-
mitted to purchase the energy produced 
according to the contract price (US cents/
kWh).

These projects will benefit from the 
economic reforms and will not be affect-
ed by the liberalisation of the exchange 
rate, as shown by the progress of one of 
the companies to establish a solar power 
plant with a capacity of 600 MW, in ad-
dition to the submission of investors to 
other applications to implement renew-
able energy projects.

He added that regarding the projects 
implemented under the feed-in tariff 
system will buy the energy produced in 
accordance with the tariff in US dollars. 
The payment will be covered in Egyptian 
pound over two parts. The first part will 
be according to the exchange rate on the 
day of issuing the tariff, ranging from 
30%-40% according to the technology 
used, and the remaining, largest part will 
be set according to the exchange rate of 
the US dollar at the time of maturity of 
the invoice.

The projects implemented under the 
BOO and feed-in tariff mechanisms re-
main economic and attractive, proven by 
the 33 companies that offered letters of 
commitment to participate in the second 

phase of the feed-in tariff.
He added that the projects implement-

ed by factories or houses to cover their 
electricity needs will be affected by the 
high cost of capital. However, taking into 

account the rise in government electric-
ity prices and the plans to raise subsidies, 
these projects remain economic and at-
tractive for investment, especially with 
the state's net metering system for re-

newable energy projects.
El Khayat pointed out that the authori-

ty signed three contracts in the first phase 
of the feed-in tariff mechanism with a to-
tal capacity of 150 MW. The first of them 

will start generating electricity at a ca-
pacity of 50 MW by the end of this year.

He said that the position of the 33 
companies which proceeded to the sec-
ond stage of the feed-in tariff will be 
clarified after the financial closing date 
on 26 October. The final framework of 
the total capacity added will appear in 
this programme.

He added that new investors seeking to 
set up the solar and wind projects can be 
implemented through the BOO system, 
which is proposed by the EETC.

El Khayat estimated the average cost 
of producing 1 kWh from the NREA's 
projects during the fiscal year 2016/2017 
at about EGP 0.58.

He noted that the NREA is hold-
ing ongoing meetings with the German 
company Siemens to reach the best price 
for the purchase of energy from the new 
wind station.

El Khayat said that the legislations 
and regulations governing the Egyptian 
energy sector contain many incentives 
and facilities in support of the sector, in-
cluding Law No. 203 of 2014 on stimu-
lating production from renewable energy 
sources and the Cabinet's decision on the 
feed-in tariff, in addition to the Electric-
ity Law promulgated by Presidential De-
cree No. 87 of 2015 and others.

He added that all these legislations and 
controls are sufficient at the present time, 
but that with time, amendments may be 
considered.

Cabinet agreed to offer tender for implementation 
of solar plants at 600 MW capacity 

NREA receives new offers for solar, wind power plants 
Projects implemented under the BOO system benefitted from the economic reform, were not adversely affected by flotation

By Mohamed Farag

Minister of Electricity and Renewable 
Energy Mohamed Shaker said that the 
ministry received offers from foreign and 
Arab companies to invest in solar energy 
projects, and a committee was formed to 
study the offers to select the most techni-
cally and financially attractive ones.

He stressed that the electricity sector 
was able to provide electrical feeding to 
all consumers, and seeks to improve the 
quality of service in cooperation with 
private companies, under the Electricity 
Law, which allows the private sector to 
participate in production and distribu-
tion.

The minister estimated the invest-
ments necessary for the production, 
transmission, and distribution projects 
at about $25bn by 2020 to improve the 
quality of electricity supply, includ-
ing $17bn for production stations and 
$5bn for transmission and distribution 
projects and other investments for other 
activities.

He said that the electricity sector 
needs large investments to implement 
the expansion plan and sustainable de-
velopment in the sector.

Additionally, Shaker said that Egypt 
aims to export electricity to a number 
of Arab countries to reduce the depend-
ence on gas and strengthen the electric-
ity network. Nevertheless, Egypt agreed 
with Saudi Arabia to exchange 3,000 
MW in the peak period between the two 
countries. The feasibility study is re-
garding an exchange of 2,000 MW with 
Greece is still being discussed.

The agreement with Saudi Arabia will 
be signed by next October, after reach-
ing a final agreement on a number of 
items. The partial operation of the pro-
ject will start at the end of September 
2020, and the project will be fully op-
erational by September 2021, according 
to Shaker.

The cost of the project is $1.6bn, of 
which $600m is set for the Egyptian 
side, while the Kuwait Fund for Arab 

Economic Development (KFAED), the 
Arab Fund for Economic and Social 
Development (AFESD), and the Islamic 
Development Bank (IDB) will partici-
pate in the funding, as well as internal 
resources of the Egyptian Electricity 
Transmission Company (EETC).

According to Shaker, the Ministry 
of Electricity is working to establish 
a green energy corridor with African 
countries through several axes, includ-
ing the assessment of renewable energy 
sources and zoning according to sources 
and the development of renewable en-
ergy technologies. 

The second axis includes three main 
items, including the study of readi-
ness assessment for the deployment of 
renewable energy applications to en-
able consultative frameworks in the 
countries, and an electronic platform 
that outlines funding mechanisms and 
policies that should be adopted for the 
deployment of renewable energy appli-
cations.

The third axis includes local and re-
gional planning and capacity building. 
The fourth involves raising awareness 
of the challenges of climate change. The 
timetable for implementation of the cor-
ridor requires long-term planning of up 
to 25 years.

He explained that the agency respon-
sible for the construction of the African 
Clean Energy Corridor will cooperate 
with its partners in the preparation of an 
agenda of the requirements that must be 
taken throughout 5-20 years to build and 
support the clean energy corridor.

Shaker said that the plans of the elec-
tricity sector are dynamic and linked to 
the growth of loads and national output, 
and in light of the review of the load and 
energy forecasts required to be provided 
to different sectors of the state.

A total of 27,400 MW will be added in 
light of the implementation of the urgent 
plan projects and the start of the conver-
sion of part of them to the composite cy-

cle system and completion of the projects 
of the five-year plan (2012-2017).

According to Shaker, the reviews 
and studies have resulted in the absence 
of the need to add new production ca-
pacities until 2022, as all the planned 
generation projects were transferred to 
the plan 2022-2027, including the pro-
jects of Akobor, Benshmar, Alnoy, and 
Hamrawein.

Shaker said that the preliminary plan 
of estimation (2022-2027) includes the 
primary study of a number of projects 
including Aquapower, Benchmark, Al-
Nawais, Qena, and Hamrawein. All pro-
jects are subject to revisions according 
to the development of loads.

The minister said that the next year 
will witness the completion of the Sie-
mens projects in the production plants 

of Beni Suef, Borollos, and the New 
Administrative Capital. It will also see 
the implementation of the rest of the 
projects of the five-year plan and the 
transfer of ElShabab, West Damietta, 
South Helwan, West Cairo, and Assiut 
to work in the cycle system installed 
in the framework of improving the ef-
ficiency of work stations to generate 
power without additional fuel.

He explained that the renewable en-
ergy tariff projects will be completed 
along with the wind projects in Jebel 
El-Zayt, the capacity of Jebel El Zayt 1, 
the 220 MW wind station in cooperation 
with the Japan International Coopera-
tion Agency (JICA), and a wind station 
in cooperation with the Spanish govern-
ment of 120 MW.

The development of transmission and 
distribution networks will be imple-
mented with a total value of EGP 37.4bn 
and the development and completion of 
the 500 kV control stations.

Shaker said: "Many international enti-
ties have provided loans to the electrici-
ty sector on soft terms and good interest. 
These include the International Finance 
Cooperation  (IFC), the European Bank 
for Reconstruction and Development 
(EBRD), and JICA, and a number of lo-
cal banks including the National Bank 
of Egypt (NBE) and Banque Misr. An 
agreement has been signed with the 
two banks to arrange the largest loan 
received by the Ministry of Electricity 
worth EGP 37.4bn.”

Moreover, Shaker stated that the min-
istry is considering setting up a special-
ised company to maintain the stations, 
in cooperation with the ministries of 
petroleum and military production, and 
Siemens, to reduce the ministry's ex-
penses for the maintenance of stations.

When electricity was contracted on 
projects with Siemens and General 
Electric to build, operate, and finance 
plants, maintenance contracts were also 
signed with the operators.

The minister said that the first and 
second phase feed-in tariff system (FIT) 
is currently being implemented in solar 
energy projects and that the deadline for 
the financial closing of the projects is in 
October. 

The ministry will not offer a third 
stage, but the solar and wind projects 
will be put through a new competitive 
bidding system.

He expressed the ministry's readiness 
to contract with any Arab or foreign 
company to purchase electricity pro-
duced from waste recycling projects, if 
an appropriate technical and financial 
feasibility study is presented. 

The strategy of the Ministry of Elec-
tricity is to diversify the sources of en-
ergy production.

Regarding the Dabaa Nuclear Power 
Plant, the minister stated: "We agreed 
with Russia on all items. The contracts 
were sent to the State Council for re-
view. Egypt received several conces-
sions, including the total cost of the pro-
ject and the Russian loan for the station, 
as well as the training of Egyptians to 
work on the necular plants.”

The Ministry of Electricity expects an 
increase in investment opportunities in the 
energy sector after the economic reforms 
adopted by the government, especially in 
new and renewable energy projects. These 
reforms opened the door to foreign inves-
tors to set up power stations and sell the 
energy produced by the government. The 
incentives and legislations attracted interna-
tional companies to invest in transmission, 
production, and distribution projects. 

Electricity Ministry seeks investments 
worth $25bn until 2022: Shaker

We do not need new capacities within next 5 years; agreement with Saudi Arabia to be signed next October
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Legislative reforms prepared Egypt
for receiving foreign investment: Nasr

Direct lines of communication with international institutions to attract private sector financing

By Mostafa Fahmy
 and Hussein Hassan

Nasr added that the government re-
cently issued a package of legislation 
supporting the business environment, 
in conjunction with the implementa-
tion of the economic reform programme 
launched last October.

The government passed the law on the 
regulation of movable guarantees and the 
New Investment Law, which ended the 
last weeks of the executive regulations 
preparation, and completed the prepara-
tion of a bill for bankruptcy which will 
be presented in the House of Representa-
tives’ second session next month, in ad-
dition to the Companies Law.

The minister said that the government 
is constantly looking to solve the prob-
lems facing investors in Egypt, which is 
part of its investment promotion plan.

"Our discussions with investors are 
aimed at reaching final and fundamental 
solutions to investment disputes because 
we are well aware that the problems that 
remain outstanding for more than a year 
give a negative message about the invest-
ment climate in Egypt," she said.

"The Ministry of Investment and Inter-
national Cooperation is keen to solve the 
problems of investors, ensuring the preser-
vation of the right of the state and citizens 
to land and natural resources,” Nasr said.

The ministry is reviewing the new in-
vestment agreements to ensure the rights 
of the state, and provides all support to 
the serious investor who facilitates pro-

ductivity and provides jobs.
The government attaches special im-

portance to foreign investment for its 
strong contribution in the transfer of 
modern technology, excellent manage-
ment methods to the local market, as well 
as the transfer of international expertise 
to the Egyptian investor, Nasr explained.

The economic reform programme im-
plemented by the Egyptian government 
depends on improving the business envi-
ronment and increasing foreign and do-
mestic investment rates, she said.

She also noted that the increase of do-
mestic and foreign investments in Egypt 
supports economic growth and continu-
ity in achieving sustainable growth rates 
pursued by the state.

Nasr pointed out that the New Invest-
ment Law does not differentiate inves-
tors according to nationality or gender. 
It eliminates the bureaucracy that Egypt 
has suffered over the past years and al-
lows companies to obtain equal opportu-
nities.

"The lesson does not lie in the invest-
ment law, but the most important thing is 
to apply the law properly and that is what 
we aspire to," she said.

The New Investment Law supports the 
industry and gives incentives to investors 
in labour-intensive industries located in 
remote and disadvantaged areas, she said.

She said that the government, through 
the legislative and economic reforms, is 

seeking to implement strong infrastruc-
ture projects, which the investor needs, 
in addition to good legislation.

She pointed to the cooperation be-
tween the Ministry of Investment and all 
the governmental bodies and agencies 
to implement the New Investment Law. 
The new law stipulated the presence of a 
representative of the government bodies 
in the General Authority for Investment 
and Free Zones (GAFI).

In addition to that, it is expected to is-
sue the executive regulation of the New 
Investment Law soon, especially as the 
Legislative Department of the State 

Council is currently being drafted.
Nasr pointed out that the ministry is in 

contact with the private sector financing 
arm of international financial institutions 
to support projects implemented by in-
vestors in Egypt.

"We have direct contact lines with the 
International Finance Corporation (IFC) 
of the World Bank, the Islamic Devel-
opment Bank (IDB), and the European 
Bank for Reconstruction and Develop-
ment (EBRD) to provide private sector 
financing," she said.

Additionally Nasr stated that the min-
istry has started the right steps in the ap-

plication of the investment law through 
the establishment of the Egyptian En-
trepreneurship Investment Company 
(EEIC), also known as Egypt Ventures, 
to support small investors in the coming 
period.

The Ministry of Investment estab-
lished the EEIC a few months ago with 
a capital of EGP 451m, in partnership 
with the Saudi Development Fund and 
NA Capital.

The new company announced the es-
tablishment of two new companies to 
finance entrepreneurial projects with a 
capital of EGP 200m, a partnership with 
EFG-Hermes, and the United Nations 
Development Program (UNDP).

Nasr said that the ministry launched 
the Your Business Idea initiative to en-
courage and finance emerging projects 
and promote the entrepreneurial environ-
ment in Egypt.

She explained that the initiative is 
based on collecting ideas from young 
people in all governorates, selecting the 
good ones, and organising workshops for 
their owners for four months, followed 
by funding for the project.

Furthermore, she pointed out that the 
ministry attaches special importance to 
the Investors Services Center and will 
have representatives from several bod-
ies, including the Ministry of Justice, 
represented in the Real Estate Registra-
tion Office, the Ministry of Finance, and 
the Central Bank of Egypt (CBE), as well 
as Misr for Central Clearing, Depository 
and Registry (MCDR) and the Egyptian 
Financial Supervisory Authority (EFSA) 
to provide the best service to the investor 
in all governorates. 

The ministry also signed two coopera-
tion protocols with the EFSA and MCDR 
this month to allow the exchange of data 
and information among them.

Nasr said that the government has 
launched an integrated plan to support 

and develop free zones and investment, 
and seeks to establish a free zone in each 
province.

The GAFI has received numerous re-
quests for the establishment of special 
free zones in a number of governorates.

The New Investment Law allowed the 
return of the special free zone system, 
based on the offer of the relevant minis-
ter and after the approval of the board of 
directors of the Authority.

The minister pointed to the interest of 
a number of foreign investors, including 
two from China, of investing in the area 
of the Suez Canal Economic Develop-
ment Zone. These investments will be 
announced in the coming period.

She said that the Suez Canal Economic 
Zone is one of the most attractive areas 
for foreign direct investment.

Last week, Nasr held a session on 
investment in Egypt organised by CI 
Capital, in the presence of a number of 
international banks and funds to discuss 
expansion opportunities.

Seven international investment 
banks—Silk Invest, British Bellevue, 
Sustainable, NBK Capital, Sanlam South 
Africa, RIMCO, and American Oppen-
heimer Funds—expressed interest to in-
vest in the Egyptian market, especially in 
the development projects of the Suez Ca-
nal and the New Administrative Capital.

The Minister of Investment estimated 
the net foreign direct investment attract-
ed by Egypt during the last fiscal year 
at $8.7bn. She said that the oil sector 
accounted for the largest share by 42%, 
followed by investment in the construc-
tion sector.

Foreign direct investment increased 
by 67% in July compared to July 2016, 
which is promising at the beginning of 
the current fiscal year, she added.

Investments during the past fiscal year, 
whether new companies were established 
or expanded, rose by 24%.

Minister of Investment and International Co-
operation Sahar Nasr said that Egypt is ready 
to receive Arab and foreign investments af-
ter legislative and administrative measures 
taken in the previous months to create an 
attractive business climate.
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Solving corporate problems is part of 
the promotion plan to attract capitals
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Cost of LNG imports worth $1.8bn during 
current FY: Petroleum Minister

Egypt's current gas production at 5.2bn cubic feet per day; imports to stop at end 2018

The government succeeded in solving the energy crisis of the country until 2015 by im-
porting liquefied natural gas (LNG) shipments and realising large oil and gas discoveries 
that contributed to reducing pressure on foreign currency and saving energy through local 
production. This sparked a dialogue with the Minister of Petroleum and Mineral Resources, 
Tarek El-Molla, to understand the sector's plan to increase oil and gas production and 
economic development, and for the minister to direct a message to investors.

By Mohamed Adel

8m
barrels of 
Iraqi crude oil 
have arrived; 
contract
 renewed for 
2m barrels 
of Kuwaiti oil 
for 3 years

El-Molla said that the oil sector 
gives top priority to meet the needs of 
the local gas market before becoming 
an exporting country, and sets the pri-
ority of achieving self-sufficiency of 
natural gas by the end of 2018, once 
the major discoveries have been linked 
to the production grid.

The Ministry of Petroleum is seek-
ing to achieve a surplus of gas by 
2020, so that a portion can be directed 
to meet the contractual obligations for 
export, as a message to reassure inves-
tors that Egypt is a country committed 
to its contracts. In order to optimise the 
utilisation of resources, the ministry 
will direct the bulk of the gas surplus 
to develop the petrochemical industry, 
which would also contribute to achiev-
ing added value and the optimal utilisa-
tion of natural resources.

El-Molla estimated that Egypt's cur-
rent production of gas is about 5.2 bil-
lion cubic feet per day, up from 4.46 
billion, when the first stages of the 
West Delta fields entered the produc-
tion map. He said that the production 
will continue its gradual increase af-
ter the first phase of the Zohr field is 
linked to the production grid by the 
end of the year, as well as Atoll field, 
while production of oil is estimated at 
700,000 barrels of crude oil per day.

The Italian Eni has spent some $4bn 
until now on developing Zohr field in 
the Mediterranean Sea.

According to the minister, the oil 
sector signed 82 exploration agree-
ments with a minimum investment of 
about $15.4bn, which are expected to 
result in some new discoveries, sup-
porting the goal of increasing produc-
tion and reserves of petroleum wealth.

Efforts are also being intensified in 
cooperation with foreign partners to 
carry out projects to develop large gas 
discoveries in the deep waters of the 
Mediterranean Sea and the Nile Delta 
to contribute to the planned increase in 
gas production.

El-Molla said that 80 shipments of 
LNG worth around $1.8bn are set to be 
imported to meet the needs of the lo-
cal market, stressing that imports have 
been cut significantly after the increase 
in domestic gas production as of last 
year.

He pointed out that the procurement 
programme takes the different needs 
and consumption rates throughout the 
different months into account. The 
summer months record the highest 
rates of gas consumption in the power 
plants, with imports gradually decreas-
ing in winter, in conjunction with the 
decline in electricity needs and the en-
try of new fields of production by the 
end of the year. 

He noted that the number of ship-
ments will decline slowly. "Before 
the end of 2018, we will stop import-
ing and achieve self-sufficiency," he 
stressed.

The minister added that before the 
end of this year, three major projects 
will be completed, including the first 
phase of Zohr field, which will see its 
production growing gradually to reach 
2.7 billion cubic feet of gas per day 
when all phases are completed in 2019. 
This is in addition to the Atoll gas field, 
which has rates of 300 million cubic 
feet of gas per day, next to Noras field 
with 1.2 billion cubic feet per day in 
production.

This is also on the side of imports of 
crude oil, to which El-Molla said that 
the agreement with the Iraqi side in-
cludes the supply of 12 million barrels 
of crude oil for one year, to be refined 
in Egyptian refineries as of last May, of 
which Egypt received four shipments 
of 2 million barrels each.

The contract with the Kuwait Petro-
leum Corporation (KPC) was renewed 
in April for a period of three years to 
supply 2 million barrels per month to 
be refined in Egyptian plants, while the 
value of each shipment varies accord-
ing to international prices at the time.

He added that the ministry saved 
some 78 million tonnes of petroleum 
products worth EGP 411bn at a cost of 
EGP 321bn and sold in the domestic 
market at EGP 200bn. He noted that 
domestic production secures 70% of 
local needs and that the state imports 
the remaining 30%.

The ministry plans to deliver natural 
gas to about 600,000 residential units 
in 26 governorates in the current fis-
cal year, including villages and cities 
where natural gas is first introduced.

Talks with El-Molla then touched 
on the Egyptian-Greek-Cypriot rela-
tions. He said that several meetings 
were held to discuss ways to enhance 
energy cooperation between the three 

countries. Specific areas were identi-
fied for broader regional cooperation 
in the field of hydrocarbon activities, 
as well as safety in marine activities, 
energy infrastructure, research, and de-
velopment in the hydrocarbon sector.

According to the minister, the pos-
sible options for the pipeline and land 
facilities to transport Cypriot natural 
gas to Egypt are being explored using 

the infrastructure available between 
Egypt, Cyprus, and Greece, which will 
contribute to strengthening Egypt's 
position and supporting its project to 
become a regional hub for energy trad-
ing, next to improve the value added 
and revenues from the facilities of gas 
liquefaction in Egypt that will receive 
Cypriot gas.

El-Molla added that a committee 
was formed by decision of the Prime 
Minister under the chairmanship of the 
Minister of Petroleum, which includes 
a number of ministries concerned with 
turning Egypt into a logistics centre to 
follow up this national project and sup-
port its implementation.

He pointed out that Egypt has many 
elements that enable it to transform into 
a regional center for energy trading, 
foremost of which is its distinguished 
geographical location, which lies in the 
middle of the producing countries that 
are rich in energy sources and major 
consumer countries. These advantages 
require the support of a strong infra-
structure in the field of oil and gas, and 
the passage of investment-attractive 
legislation.

He described the Suez Canal as the 
most important international shipping 
corridor for international trade, and 
the SUMED crude oil and petroleum 
products project in Ain Sokhna and 
Sidi Kerir as one of the main pillars of 
the current trend to turn Egypt into a 
regional hub for energy.

The Ministry of Petroleum is de-
veloping the capacity of the SUMED 
project, and recently completed the 
operation of a new seaport at Sumed, 
Ain Sokhna. It is also currently devel-
oping and expanding the oil and gas 
pipeline network, natural gas liquefac-
tion, exporting plants, and new refining 
projects.

The minister said that production 
rates are currently being accelerated in 
the discovery of new natural gas and 
the development of oil ports, in addi-
tion to the promulgation of the law reg-
ulating the activities of the gas market 
prepared by the Ministry of Petroleum 
and the new investment law, as well 
as many steps being implemented to 
achieve this national project.

Meanwhile, the Minister of Petro-
leum estimated that the sector's entitle-
ments by government agencies, which 
represent the value of their withdraw-
als of petroleum products and natural 
gas, stand at EGP 96.2bn. He consid-
ered them a major challenge for the 
ministry, where the accumulation of 
debts owed by government agencies 
force the ministry to borrow.

The electricity sector is the largest 
consumer of oil with a total of about 
EGP 75.9bn of arrears, while the other 
sectors, such as aviation, railway, and 
public business companies are due to 
pay about EGP 20.3bn.

As for the entitlements of foreign 
partners by the ministry, El-Molla said 
they were cut to $2.3bn, which is the 
lowest since 2013, after the ministry 
paid $2.2bn of arrears to international 
oil companies working in Egypt.

Foreign partners' entitlements 
amounted to $6.3bn in 2013. The obli-
gation to pay the current receivable bill 
regularly did not accumulate any new 
entitlements. This reflected positively 
on the increased inflow of foreign oil 
companies' investments in Egypt and 
thus, increased the country's crude oil 
and gas production.

The Ministry of Petroleum recently 
signed six new oil agreements with the 
United States and international com-
panies, approved by parliament and 
issued by the President, with a total 
investment of $160m minimum, and 
grants of $64.2m to drill 33 wells.

In the petrochemical sector, El-Mol-
la said that there are planned projects, 
including the Styrene production pro-
ject in Alexandria and other projects 
under study and development, with 
investments of about $1.5bn, including 
the project of producing propylene and 
its derivatives with the expansion of 
Sidi Kerir Petrochemicals (SIDPEC) 
and the ammonia production project.

The petrochemical sector will also 
witness the establishment of a project 
for the production of formaldehyde 
and its derivatives and the project of 
production of resins and medium den-
sity wood panels (MDF), as well as an 
integrated petrochemical complex at 
the Suez Canal Economic Zone, the 
Phase II project to increase ethane ex-
traction from the Western Desert Gas 
Complex, and the refining and petro-
chemical complex in southern Suez.

El-Molla conveyed a message to 
investors, saying that Egypt is recov-
ering and is currently working to in-
crease economic growth and aspires to 
achieve more successes, in the light of 
political stability, adding that Egypt is 
the land of opportunities. "The politi-
cal leadership said, several times, that 
it stands with fair investment which 
achieves the state's interest and ex-
pected revenues for investors, which 
is why the government passed the new 
investment law and its bylaws."

He added that the oil sector involves 
investment opportunities which are be-
ing configured. "We have prospects for 
the oil and gas areas and global partner-
ships and a long history and experience 
accumulated in this vital industry. We 
are committed to our financial obliga-
tions and we work to pay the arrears to 
our partners, which have emerged due to 
the unstable conditions seen in Egypt be-
fore. I believe you are following the great 
interest and demand in the international 
auctions offered by Egypt, with trust in 
the reputation of the Egyptian petroleum 
sector and its strong and clear commit-
ment to the investors."

Domestic production saved state EGP 411bn last fiscal year

Arrears owed by government agencies to Petroleum Ministry at EGP 96bn

We are setting route of gas line connecting Egypt, Greece, Cyprus
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Trade and Industry  Ministry receives requests 
to allocate lands for projects worth $16bn

Implementation of plans with 71 companies to rationalise consumption of energy and increase product competitiveness : Kabil 

By Nehal Mounir

He ruled out the possibility of the 
interest and inflation rates affecting the 
investment plans of companies on the 
long-term as investors prepare their 
plans expecting changes in interest rates, 
as well as inflation. 

He said that the current interest rates 
affect the investment climate, but that 
the increase in interest prices is a tempo-
rary procedure that will not continue on 
the long-term.

A few weeks ago, the Central Bank 
of Egypt’s (CBE) monetary policy de-
cided to fix the interest rate at 18.75% 
and 19.75% for depositing and loans, 
respectively. 

Investors complain from the increased 
interest rate prices and their impact on 
the expansion plans of companies, as 
well as their debts; however, the minis-
ter said that the issue is temporary and 
should not raise concerns. He gave Tur-
key as an example in which the interest 
rate temporarily reached 80%. 

Kabil stressed that Egypt is not cur-
rently seeking negotiations with the 
United States to sign a free trade agree-
ment due to the American policies. 

According to the official data issued 
by the Ministry of Trade and Industry, 
the volume of trade exchange between 
Egypt and the US since the begin-
ning of the year until last June reached 
$2.253bn. The trade balance was in fa-
vour of the US. 

US exports to Egypt reached 
$1.617bn, while Egyptian exports to the 
US reached $636.64m.

Kabil pointed out that the government 
is seeking through the current session of 
the Euromoney conference to direct a 
message to investors to stress that Egypt 
is taking the right steps towards the road 
of development. All indicators show that 
the economic reforms programme im-
plemented by Egypt is the right thing to 
do.

"According to the indicators of the 
Ministry of Planning, growth rates last 
year reached 4.1% despite the fact that 
tourism never fully recovered. Foreign 
exchange reserves increased to $36bn in 
July. The surplus in the balance of pay-
ments this year reached $11bn. Also, 
there is noticeable improvement in the 
trade balance. Imports declined by 29%, 
and exports increased by 8% during the 
first half of this year, while unemploy-
ment declined to 12% during the first 
half of 2017," the minister said. 

He also noted that with these positive 
indicators, Egypt is seeking a diversity 
in investments to include different in-
dustrial sectors, rather than focus on in-
creasing investment rates. 

Kabil pointed out that the ministry is 
not currently seeking to issue new laws 
to limit foreign imports, especially since 
Egypt is committed to many internation-

al trade agreements with different coun-
tries across the globe.

He added that the ministry is seeking 
to encourage local manufacturing to cre-
ate an alternative for importing. A posi-
tive indicator is clear in the decline of 
foreign exports from January to August. 
Ready-made garments imports declined 
by 64%, leather by 52%, and furniture 
by 40%.  

He ruled out the possibility of the min-
istry taking measures to reduce imports, 
especially since some of them are stra-
tegic goods, such as wheat, beans, and 
corn; however, the ministry will seek to 
reduce the trade deficit by 50% by 2020. 

"According to the current import and 
export rates, the ministry may be able 
to achieve its target to reduce the trade 
deficit by 50%, especially since exports 
achieved $24bn at the end of last July 
and imports achieved $12bn at the end 
of May," he said.

He added that over the past period, 
new export markets were opened to 
compensate for the losses of Arab mar-
kets which led to an increase in exports, 
as well as the number of exporting com-
panies and the entrance of a large num-
ber of small- and medium-sized enter-
prises (SMEs) into the exporting system. 
The increase in exports was not a result 
of the liberalisation of the exchange rate. 

He noted that the Export Development 
Authority, established by the ministry 
this year, is preparing a strategy for ex-
port in general, and another for the more 
competitive sectors in exports. 

Egyptian non-petroleum exports in-
creased by 8% during the first half of 
this year, recording $11.13bn compared 
to $10.295bn during the same period in 
2016, according to data by the ministry. 

Kabil said that the ministry's plan aims 
to increase exports by $2bn-$3bn annu-
ally.

Egyptian non-petroleum exports 
achieved an increase of 8.65% in 2016 
with exports amounting to $20bn, com-
pared to $18.6bn in 2015. Imports 
reached $63bn last year, compared to 
$70bn in the year before. 

The Ministry of Trade and Industry 
has put forward the 2020 strategy which 
focused on a number of main sectors, 
namely the chemical, food, engineer-
ing, apparels, construction materials, 
and medical industries, with the aim of 
increasing exports. 

He stressed that the Export Develop-
ment Authority is negotiating with the 
Saudi Development Bank and the Afri-
can Development Bank, in addition to 
other entities to ensure exports delivered 
to Africa and other foreign markets. 

Kabil added that the ministry is cur-
rently not making adjustments to the pro-
gramme of export burdens refund. 

The minister stressed that indicators 
show a recovery in the industrial sector 
and denied allegations of a recession. 
The ministry aims to increase the rates of 
industrial growth to record 8% by 2020. 

Kabil explained that the negotiations 
with Russian and Dutch investors to es-
tablish industrial areas in the Suez Canal 

Economic Zone are ongoing. 
He said that the ministry will not grant 

any preferential advantages to an inves-
tor at the expense of another, and that 
the Industrial Permits Law's executive 
regulations are enforced on all investors. 
The ministry is having negotiations with 
Russia regarding establishing the Rus-
sian industrial zone. 

Russia expressed its desire to estab-
lish a Russian industrial zone in Egypt 
two years ago and settled on the area of 
North Ataka on an area of 2 million sqm, 
in preparation of establishing a free trade 
zone between the two countries, includ-
ing food, equipment, machinery, and en-
gineering industries. 

Kabil said that the ministry is planning 
to expand in order to establish integrated 
industrial cities in addition to an industri-
al zone. There are ongoing negotiations 
with several foreign investors to estab-
lish an integrated industrial city in Kom 
Oshim in North Fayoum on an area of 
33 million sqm. The city would include 
residential areas for workers, as well as 
schools and hospitals. 

He added that the ministry will assign 
the advisory tasks of the integrated in-
dustrial city in Fayoum to a global tech-
nical office to handle the management 
and offering of the project. 

Kabil explained that the ministry is 
organising a visit of a businesspersons 
delegation to the countries taking part in 
the Mercosur agreement to raise aware-
ness of the importance of the agreement 
and its positive impact on Egypt's foreign 
trade, as well as the mechanisms to ben-
efit from it and holding bilateral meet-
ings between businesspersons during the 
visit. 

The Argentine parliament ratified the 
free trade zone agreement between Egypt 
and Mercosur countries, which com-
pletes the ratifications made by the mem-
ber countries which are Brazil, Argen-
tina, Uruguay, and Paraguay, in addition 
to Egypt's approval of the agreement. 

Kabil stressed that the prices of energy 
provided to factories have not been re-
duced, adding that the government con-
tinues its plan to rationalise energy and 
make sure it is delivered to those who 
deserve it. 

He called on companies to put for-
ward a programme to face the recession 
in local markets, as well as rationalise 
employment and energy consumption. 

The ministry is working with 71 en-
ergy-intensive companies to prepare a 
programme to rationalise energy usage, 
as well as increase the competitiveness 

of the products of these companies in 
global markets.

It is also seeking to finish the prepara-
tion of an investment map this Septem-
ber with the aim of creating a linkage be-
tween factories and meeting their needs 
for raw materials.

"For example, Sohag has 17 furniture 
factories that all need glue, and there is 
not a single glue factory in Sohag," the 
minister said. 

The map would be used to determine 
the kind of labour and trainings needed 
to achieve integration between factories 
and connect factories and workers. 

He added that the ministry launched 
a website for the 10th of Ramadan In-
vestors Association and waste recycling 
companies to connect all the companies 
working in the sector to each other. 

Kabil stressed that the authority has is-
sued about 923 operation permits since 
the issuance of the Industrial Licensing 
Law until the issuance of the executive 
regulations last August. "The law will 
create a leap in the rates of industrial 
growth over the upcoming period," Ka-
bil said. 

He pointed out that the minister of the 
public business sector is cooperating to 
develop the affiliated companies, as well 
as prepare a plan to develop the industry 
of textiles. 

The minister said that several meetings 
were held over the past period with El 
Nasr Automotive Manufacturing Com-
pany to develop production lines and 
look for new partnerships while using 
the company's assets and reviving them. 

Kabil explained that the personal ex-
port council grants law is currently being 
discussed in the parliament and aims to 
provide export councils with more au-
thority, such as making decisions to open 
logistical centres, in addition to other de-
cisions related to increasing export rates. 

This year, the ministry carried out 
changes to Law No. 155 of 2002 to de-
velop exports in a way that enables it to 
establish promotion and marketing com-
panies for the different export councils, 
as well as contribute to establishing lo-
gistical centres to facilitate the presence 
of Egyptian products in foreign markets, 
as well as hold specialised exhibitions in 
coordination with the concerned authori-
ties. 

The Minister of Trade and Industry 
handles determining the specialties of 
these councils, their resources, and their 
spending, as well as the work system and 
the membership. In addition, the Federa-
tion of Egyptian Industries (FEI) nomi-
nates one-third of the number of mem-
bers in each council.

Kabil explained that the ministry 
seeks to include companies from the 
private sector in the management of the 
industrial zones to ensure the quality of 
the infrastructure and carry out periodic 
maintenance. 

Cooperation with private sector companies to manage industrial zones, starting with Merghem

Coordination with ministries of agriculture, public business sector to restructure companies and develop textile industry
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The Ministry of Trade and Indus-
try, represented in the Industrial 
Development Authority (IDA), has 
received requests from companies 
to allocate lands for the imple-
mentation of projects with invest-
ments worth $16bn. 
Minister Tarek Kabil said that the 
economic decisions made by 
Egypt over the past period have 
contributed to facilitating inves-
tors’ readiness to invest, based 
on three main factors, namely 
monetary and financial policies, 
and security and political stability. 
He said that the ministry received 
requests from a Chinese company 
to establish new investments in 
the sector of textile industries in 
the Suez Canal Economic Zone 
worth $1bn. The IDA is carrying 
out negotiations with more than 
17 companies to establish new 
investments in Egypt worth more 
than $16bn. 

The deci-
sion to reg-
ister export-
ing foreign 
companies 
remains; no 
new proce-
dures to re-
strict export

923
permits
 provided since 
issuance of 
Industrial
 Permits Law 
until approval 
of executive 
regulations
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CAPMAS considers launching online 
interactive investment map 

Agency issued a special bulletin for producer prices in June in order to protect the rights of investors, says El-Guindy

By Amany Radwan

CAPMAS director Abu Bakr El-
Guindy said that the agency is keen to 
communicate with local and foreign 
investors through social media and peri-
odic updates on its website and the Geo-
graphic Information Portal.

El-Guindy told Al-Borsa in an inter-
view that the agency is seeing growing 
demand by producers in giving CAP-
MAS information on the different sec-
tors. This came as a result of the gov-
ernment and other bodies, including the 
private sector and suppliers, resorting to 
the bulletin as a tool to evaluate the cost 
differences to specify the compensations 
for the difference in costs that emerged 
due to the difference in the foreign ex-
change rate in tenders and contracts 
signed before the flotation of the Egyp-
tian pound in November 2016.

He added that CAPMAS appreciates 
the cooperation of the sources of in-
formation and responds to their needs. 
CAPMAS issued a special bulletin for 
producer prices in June, before its usual 
date, so that the various parties could 
reconcile their positions before the end 
of the last fiscal year to ensure the rights 
of investors.

Egypt, with its legislative and finan-
cial reforms, has become a suitable 
environment for investment, which is 
expected to show more results in the 

coming months, according to El-Guindy.
He highlighted the growth in the num-

ber of new companies between January 
and July 2017 by 20%, reaching 8,751 
companies up from 7,279 companies 
established in the same period last year.

He noted that CAPMAS is continu-
ously cooperating with the Ministry of 
Trade and Industry and the Egyptian 
Customs Authority to improve the qual-
ity of foreign trade data by recording the 
quantities next to the prices, instead of 
manually processing the data and deter-
mining the quantity according to the val-
ue and the average price, which would 
take months to calculate. 

At the same time, El-Guindy pointed 
to some technical problems facing the 
unification of different units of measure-
ment, which is being solved in the new 
way the mechanism expected to be faster 
and more accurate.

He added that CAPMAS is constantly 
seeking to improve its communica-
tion with data sources to speed up the 
issuance of statistical bulletins and is 
working on developing its technologi-
cal structure for processing data in real 
time, as was the case with the birth and 
death bulletin. He noted that this process 
requires high costs that the state budget 
cannot afford now.

Moreover, El-Guindy said that CAP-

MAS is cooperating with the World 
Bank on technical support to improve 
the quality of important bulletins, such 
as consultation on income and expendi-
ture research forms, data entry methods, 
training of staff on computers, and mod-
ern software.

He pointed out that CAPMAS will 
work on linking the prices of the food 
basket, which determines the poverty 
line, periodically with the current market 
prices, since the method of measuring 
the number according to the US dollar 
exchange rate is not correct because its 
effect is uneven on different products 
and it neutralises other factors in the cost.

He added that the agency is in the pro-
cess of conducting a new survey on the 
fare of transportation and the extent of 
the obligation of drivers in the various 
governorates with the new tariff.

El-Guindy also said that the supervis-
ing authorities could have ignored the 
drivers who round up the tariff to even 
numbers; yet, he noted that the survey 
aims to find the ratio of unjustified tariff 
increases in different regions to identify 
the areas where control should be tight-
ened.

He noted that the monthly survey 
conducted by CAPMAS on 20,000 out-
lets shows that the adherence to prices 
is linked to the number of competing 
entities in different regions, where the 
spread of governmental outlets, includ-
ing the Ministry of Supply, the armed 
forces, or the police, curb random pric-
ing.

Egypt ranks 115th from 138 coun-
tries on the Global Competitiveness 
Index 2016/2017, even though it ranks 

amongst the top 25 countries on the mar-
ket size rankings included on the same 
index. Egypt also ranked 112th amongst 
138 countries on the commodity market 
efficiency index.

The general producer price index reg-
istered 289.1 in May, up by 35.7% from 
the same month last year, in conjunction 
with the consumer price index (CPI) 
scoring 29.5% in the same month.

He mainly attributed the inflation hike 
to the increase in production costs, not 
lack of competitiveness, as shown in 
the producer price index, which surveys 
1,330 establishments spanning more 
than 785 commodities. 

El-Guindy expects that the social pro-
tection measures taken by the state to 
protect low-income citizens by financ-
ing direct subsidies, which doubled the 
ration cards of the energy and electric-
ity subsidy programmes, will accelerate 
the recovery of the purchasing power of 
citizens and support competition with 
private producers.

According to the statistics of the sys-
tem, the ration cards include 90% of 
households up to the eighth tranche of 
the expenditure segments, and this per-
centage decreases with the increase in 
the standard of living of the family to 
77.4% in the tenth, upper expenditure 
segment.

The ration cards provide about 6.8% 
of households' consumption of food 
products, mainly sugar, which covers 
62.5% of the household needs in the 
urban governorates, and can go up to 
84.9% in the countryside, according to 
the indicators of the food support system 
issued by the agency last year.

The Central Agency for Public Mobilization 
and Statistics (CAPMAS) is studying the use 
of population data and distribution, and the 
distribution of activity and production in order 
to formulate an interactive investment map 
highlighting the type of activities in the gov-
ernorates, facilities, and services. This map 
would be available on the agency’s website.
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We study linkage of poverty line with consumer 
price index and update it periodically 

The recovery of investment statistics is evidence of the success 
of reforms in improving the business environment
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By Nehal Mounir

The government aims at improving 
Egypt's status in global competitiveness 
indicators through the application of the 
national system to facilitate trade, known 
as Egy Trade.

Advisor to the Minister of Trade and In-
dustry for information Samir El-Gammal 
said that the implementation of the nation-
al trade facilitation system, known as Egy 
Trade, will improve Egypt's position in the 
global competitiveness indicators, through 
reducing the documents required for con-
ducting trade transactions.

Egypt's ranking fell in the Global Com-
petitiveness Index from 70 among 131 
countries in 2009/2010 to 115 amongst 
138 countries in 2016/2017, while it 
ranked 116th in 2015/2016 from a total of 
140 countries.

El-Gammal told Al-Borsa that one of 
Egypt's main problems in foreign trade 
is the multiplicity of documents required 
for the process of trade, both export and 
import, next to the manual procedures 
and their replication from different bod-
ies, which lengthens the trade process and 
hikes costs.

He explained that Egy Trade works to 
unify eight licensing bodies for all foreign 
trade operations into one body to ease the 
procedures for importers and exporters, 
which would boost the confidence of in-
vestors in the local market and enhance the 
presence of Egypt on the map of regional 
and global trade.

Former prime minister Ibrahim Mehleb 

issued a decree in 2015, giving the order to 
establish a trade facilitation system known 
as Egy Trade to simplify procedures for 
exporters and importers and eliminate bu-
reaucracy. At the same time, President Ab-
del Fattah Al-Sisi issued a decision to have 
Egypt join the Trade Facilitation Agree-
ment within the framework of the World 
Trade Organization; thus, contributing to 
reducing the cost of trade facilitation by 
30%-40% and boosting the size of global 
trade by $1tn.

El-Gammal said that the Egyptian Cus-
toms Authority is responsible for review-
ing all procedures to simplify and unify 
them in cooperation with various relevant 
authorities. For example, the General Or-
ganization for Export and Import Control 
(GOEIC) can shorten the time and proce-
dures needed from investors to obtain the 
import and export approvals from several 
bodies, through a website or an integrated 
portal that guarantees obtaining customs 
approvals and examines the imported or 
exported samples; hence, eliminating the 
potential for forgery.

He noted that the Ministry of Trade and 
Industry is working with the customs au-
thority to reconsider the legislation con-
cerning the automation of procedures and 
convert them into electronic processes to 
prevent problems in import and export 
when Egy Trade becomes operative.

He pointed out that the decision of the 
Minister of Finance to apply the Single 
Admission Document (SAD) contrib-
utes to reducing the time of customs re-
lease, and reducing the cost incurred by 
importers.

SAD is a document that consolidates 
all forms required by customs authori-
ties (other than original invoices and 
certificates of origin) within a single 
form to be used for a single import or 

export transaction.
He added that the system will be 

tested in the port of Alexandria, noting 
that the internal environment of the of-
fices of the GOEIC is being prepared to 

become a central system before the end 
of the year. This will make them ready to 
be linked with Egy Trade as soon as the 
Egyptian Customs Authority prepares 
the software for that.

El-Gammal also said that the first phase 
of the work of the national system to facili-
tate trade begins before customs clearance, 
which is the stage of the customer (import-
ers and exporters) obtaining the permits 
and certificates that prove their eligibility 
for such transactions through several elec-
tronic documents, such as the importers or 
exporters registry and the approval.

Once the client enters the data with the 
code assigned to them on the system, all 
approvals, industrial, export, and import 
records are displayed online.

He added that with all the data made 
available, importers and exporters can 
open the customs declaration, begin en-
tering their data, facilitate the process of 
obtaining approvals, start the export or 
import, and enter directly at the stage of 
customs declarations. If the commodity is 
among the goods that must be presented 
to examination, the system automatically 
transfers the data to the GOEIC to finish 
review and accept or deny in accordance 
with the rules.

He noted that the clients can stay up-
dated about the procedures online, saving 
them time and effort.

Although he did not specify a time for 
the launch of the system, he said that it de-
pends on the Egyptian Customs Authority 
that is preparing the implementation plan.

He pointed out that the new system 
facilitates the tracking of incoming ship-
ments to Egypt, ensures their conformity 
to specifications and quality before enter-
ing local markets, and is in line with the 
state policy to rationalise imports and in-
crease exports.

Activating the system reduces foreign trade licences 
to one body, facilitates tracking of imports

Strategic sectors are saturated with investments; market 
has potential for textiles, pharmaceuticals, food

Egy Trade to improve country’s position on global competitiveness indices
Industry ministry and customs authority to re-examine trade transfer legislation for electronic transactions : El-Gammal

BY Walaa Gamal
 and Ahmed Sabry

The head of the Federation of Egyp-
tian Industries (FEI), Mohamed El-
Sewedy, said that the adoption of the two 
laws and the imposition of restrictions on 
imports pushed many foreign and local 
companies to submit requests to invest 
in Egypt.

He noted that the industrial sector now 
needs much more industrial land offer-
ings to meet the booming demand on 
investment in Egypt.

The Industrial Development Authority 
(IDA) has offered 11.5 million sqm to 
investors in the first half of this year, in 
addition to a number of ready industrial 
complexes.

El-Sewedy added that the last few 
months saw a decline in the production 
capacities in the industrial sector, due to 
the rise in production costs on the back 
of increasing the prices of fuel, electric-
ity, and water, as well as the high ex-
change rate. He, however, said that the 
pains of factories will soon come to an 
end and that they will be back online at 
full capacity soon.

He said that many Egyptian and for-
eign investors showed great desire to in-
vest in Egypt and that the IDA received 
requests from Germany, Italy, and China 
to establish industrial zones in East Port 
Said and the Suez Canal Economic Zone.

El-Sewedy also said that the Egyp-
tian market offers many investment op-
portunities in the sectors of garments, 
medicines, petroleum industries, marble, 
food industries, agricultural reclamation, 
ceramics, and sanitary ware, having been 
saturated with investments in the strate-
gic industries such as iron and cement.

He urged the government to expand 
in the establishment of integrated indus-
trial complexes and cities; to expand the 
industrial scale, because the future of 
the industry is based on the small- and 
medium-sized industries development 
to provide raw materials in the domes-
tic market, and the operation of a large 
amount of labour.

He pointed out that the FEI called on 
the government to establish areas for 
the feeding industries to reduce the im-
port bill from abroad, and identified four 
major sectors, namely ready-made gar-
ments, upholstery, leather, and marble, to 
start to provide materials locally.

He added that the FEI, in cooperation 
with AYADY for Investment and Devel-
opment, also submitted a memorandum 
to the Cabinet to approve the establish-
ment of six industrial zones within the 
1,000 Feddans projects in the Delta and 
Upper Egypt with investments of EGP 
90m-120m.

Two years ago, the FEI announced 
its intention to establish a project called 
1,000 Feddans to establish an industrial 
zone on an area of 1 feddan in each vil-
lage. About 40% of funding comes from 
the governmental AYADY for Invest-
ment and Development, while the re-
maining part comes from financiers or 
private sector investors. The project aims 
to support micro, small-, and medium-
sized enterprises all across Egypt, and 
create jobs, as well as stimulate the in-
dustry.

El-Sewedy said that under the memo-
randum submitted to the Cabinet, the 
FEI seeks to find the best mechanism to 
complete the project of 1,000 Feddans, 
employ youth of the villages, and raise 
their standard of living, even if it is at 
the expense of obtaining plots of small 
agricultural land in order to operate the 
largest number of employment in a legal 
framework.

He estimated the cost of each indus-
trial zone at EGP 15m-20m to create 
500-600 jobs.

Moreover, he noted that the Central 
Bank of Egypt (CBE) approved the fi-
nancing of industrial developer com-
panies that are based on the project of 
1,000 Feddans at a reduced interest rate 
in the framework of its small- and me-
dium-sized enterprises (SMEs) develop-
ment initiative.

He expected that the first factory with-
in the project of 1,000 Feddans will open 
in Sharqeya governorate in October, spe-
cialised in ready-made garents, set to of-
fer 250 jobs.

He pointed out that the FEI called on 
the CBE to allow the industrial sector to 
access soft loans with an interest rate of 
12%, so that companies can inject further 
investments.

He explained that the FEI addressed 
the CBE after many factories com-
plained about the high interest rates, 
which impacts rates of foreign and local 
investments.

He added that the reduction of inter-
est rates contributes to an increase in the 
growth rate of the industrial sector, in 
line with the government's tendency to 
establish areas for small- and medium-
sized industries that contribute to a rise 
in industrial growth, and provide raw 
materials for the domestic market.

The CBE raised interest rates in May 
by 2% to reach 18.75% on deposits and 
19.75% on credit.

El-Sewedy said that the bylaws of the 
law of industrial licences issued in Au-
gust can increase growth in the industrial 
sector, especially safe industries, that ac-

count for 80% of the industrial sector.
He explained that these factories were 

facing difficulties in obtaining licences 
for industrial land, and the adoption of 
the law will contribute to the inclusion of 
several factories from the informal sector 
to the official sector.

He pointed out that the FEI submitted 
a memorandum to the Ministry of Trade 
and Industry to demand a reduction in 
gas prices for steel plants, so that they 
can return to work at full production ca-
pacity, especially after the decline in the 
production capacities of the factories.

Prime Minister Sherif Ismail issued a 

decree last year to reduce the prices of 
gas supply to iron factories from $7 to 
$4.5 per million thermal units, but the 
decision has not yet been implemented.

He described the rise of iron prices in 
the domestic market during the past few 
months as a natural matter beyong the 
will of factories, as a result of the rise of 
the prices of raw materials and scrap.

He called for the need to obligate all 
bodies and government agencies to apply 
the law of domestic product preference, 
rather than importing.

"In cooperation with the Ministry of 
Trade and Industry, the FEI is studying 
an export support mechanism and im-
proving the efficiency of Egyptian prod-
ucts, in order to remove obstacles for 
exporters," El-Sewedy said.

The study includes increasing support 
for the African market, facilitating the 
transport of goods, and setting up exter-
nal exhibitions to enhance the chances of 
the Egyptian producer's presence in for-
eign markets.

It also includes support for shipping 
goods to distant countries or for which 
shipping costs are high, as well as facili-
tating the exporters to obtain the certifi-
cates of specifications and quality of the 
Egyptian product.

He pointed out that the FEI called 
on the parliament to study the draft law 
stipulating the independence of the In-
dustrial Development Authority (IDA), 
both in terms of linking industrial lands 
to utilities or offering them to investors, 
without the need to refer to the New Ur-
ban Communities Authority (NUCA) or 
the General Authority for Investment and 
Free Zones (GAFI) to boost investments 
rates.

He said that the executive regulations 
of the Food Safety Authority Law will 
be issued before the end of this year, and 
will contribute to organising measures to 
prevent monopoly and unfair competi-
tion, protect consumers, and ensure the 
safe arrival of products, in accordance 
with international standards.

He said that the Chamber of the Phar-
maceutical Industry at the FEI will sub-
mit its proposals to the committees of 
health and industry in the House of Rep-
resentatives on the law of the Supreme 
Healthcare Body within two months, and 
that the law will be completed before the 
next session of the House of Representa-
tives.

He explained that the body will con-
tribute to the speed of issuing approvals 
for the establishment of factories, and the 
provision of missing drugs, as well as at-
tract new investors to the local market.

The economic reforms adopted by the 
government in the last few months have not 
been easy on the industrial sector, but have 
caused a decline in the productive capaci-
ties of factories. Yet, this will soon change 
and the pain of factories may soon be 
gone—especially after the passage of the 
industrial licences and investment laws.

Industrial sector needs more lands after 
new investment, licensing laws: FEI Head

Factories have been adversely affected by the economic reforms; investors' pains will soon end
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By Ahmed El Fayed

"The Egyptian economy is still prom-
ising and ready to attract new invest-
ments after implementing the bulk of the 
economic reform programme," said busi-
nessman Salah Diab, chairperson of Pro-
ject & Investment Consulting Co (Pico).

Diab told Al-Borsa that the economic 
reform measures taken by the govern-
ment in the past period have contributed 
to confronting reality and emerging from 
the tunnel of the imaginary economy.

"The economic reform was definitely 
coming, and facing reality now is better 
than facing it after the situation has wors-
ened, as it did with Greece or elsewhere," 
Diab said.

He added that the fruits of the reform 
will not appear quickly and will not be 
very noticeable for the time being, due 
to the rise in the prices of all goods. 
This contributed to a rather foggy im-
age, despite the prices going up to their 

realistic level.
He pointed out that foreign and domestic 

investments are inevitably coming and that 
the delay in attracting them is due to the 
reluctance of some investors.

Diab expected lower interest rates by 
the end of the year after inflation fell, 
as that would attract more investments 
and improve the image of the investment 
climate in Egypt, as well as send a mes-
sage of reassurance to local and foreign 
investors.

The Central Bank of Egypt (CBE) 
raised interest rates last July to reach 
18.75% for deposits and 19.75% for 
lending. This is the third increase since 
the flotation of the Egyptian pound, 
which resulted in a 3% interest rate hike 
in November 2016 and a 2% rise in May.

Diab said that next year will see a new 
beginning and reveal the true image of 
the Egyptian economy, which will posi-
tively reflect on attracting investments.

He added: "As an investor, I am confi-
dent in what is coming, especially as the 

exchange rate will not see a new explo-
sion, and everyone should be optimistic, 
especially businessmen."

He said that the remarks of the Minis-
ter of Investment and International Co-
operation Sahar Nasr to target the same 
growth rates achieved in 2010 and attract 
$10bn of foreign direct investment are 
realistic and achievable under the gov-
ernment's plan to reform the economy.

Diab called on the government to se-
riously implement the economic reform 
programme, resolve the implementation 
of decisions and laws, and completely 
separate the policy from the economy.

He pointed out that the reform pro-
gramme contributed to moving away 
from the dominant state of economic 
panic, ending the crisis of foreign cur-
rency management and the failure to 
provide financing and loans to investors.

He added: "The economic scene has 
changed after the recent measures. The 
picture is very promising and the next 
one is better."

Separating 
politics from 
economy, 
strictly
 applying laws 
are success 
factors of
 reform plan

The ministry's plan aims to attract local and foreign investments 
and helped absorb the fluctuations of the sector

Economic landscape promising, investments inevitably en route: Diab
Reform programme considered successful surgery that took economy out of ‘imaginery tunnel’

By Mohamed Darwish

The ministry has also worked to devel-
op specific legislations for the real estate 
sector, including the contractors' com-
pensation law, the bylaws of the New 
Urban Communities Authority (NUCA), 
and the social housing law, alongside the 
expansion of offering land plots to indi-
viduals in Egypt and Beit Al Watan for 
Egyptians abroad, in addition to Sakan 
Misr for distinctive housing.

Minister of Housing Mostafa Madboly 
said that the ministry is seeking to im-
plement its plans on time, within a com-
prehensive government plan for urban 
development and economic reform.

In an interview with Al-Borsa, he 
specified the ministry's role in the com-
prehensive government plan, explaining 
that it will provide the largest number of 
units and land plots for different income 
segments and work on meeting investors' 
demand to obtain lands with utilities ac-
cording to different investment models.

He pointed out that the Egyptian econo-
my in general and the real estate sector in 
particular faced the challenges of the rise 
in the US dollar exchange rate against the 
Egyptian pound and the price increases, but 
that the ministry's plan succeeded in ab-
sorbing a large number of variables by sup-
plying the market with the units and land 
needed to meet the increasing demand.

Last year, the ministry, through its in-
vestment arm NUCA, launched a series 
of land proposals in various housing and 
investment activities, as well as units in 
its residential projects.

"In past years, real estate companies 
complained of the lack of available lands 
in new cities," he said. "Yet, the NUCA 
has succeeded in providing a variety of 
mechanisms for offering lands and pro-
vide opportunities for all companies in 
accordance with their technical and fi-
nancial capabilities."

In July, the NUCA offered 86 land plots, 
including 59 urban activity plots at a spe-
cific price per metre with areas ranging be-
tween 4 and 402 feddans in 19 new cities.

The NUCA also offered 14 land plots 
through closed-envelope tenders. These 
plots ranged between 10 and 105 feddans 
each in 6th of October, Obour, Shorouk, 
Sheikh Zayed, New Aswan, and New 
Damietta cities, and 13 plots in partner-
ship with the private sector with areas 
ranging between 58 and 2,800 feddans in 
New Cairo, 6th of October City, Sheikh 
Zayed, and South Marina.

The Minister of Housing said that the 
new placement is suitable for all segments 

of the real estate development companies 
operating in the Egyptian market, adding 
that the ministry was keen to distribute the 
pieces in most of NUCA's cities within the 
comprehensive urban development plan.

He noted that the plan aims to attract 
more internal and external investments 
through offering lands for real estate in-
vestment in new cities, which will posi-
tively affect the development of these 
cities and will provide direct and indirect 
employment opportunities because of the 
labour-intensive nature of the sector.

"The NUCA has endeavoured to diver-
sify the mechanisms of offering. The lands 
at a specified price are suitable for many 
segments of the companies that target spe-
cific areas suitable for their development 
capacity, while the pieces offered in closed 
envelopes are left for companies to com-
pete on the offering price, due to their vital 
locations in the new cities," he said.

Madboly also said that the second offer-
ing of the private sector partnership project 
comes as a continuation of the success of 
the ministry in the first offering, which re-
sulted in signing contracts with Egyptian 
and Arab companies to develop four pro-
jects over a total area of 2,000 feddans in 
New Cairo and 6th of October City with 
investments reaching EGP 150bn.

The Minister of Housing said that the 
size of the NUCA's offerings in the last year 
exceeded the size in the previous years, as 
in 2016 alone, NUCA offered some 80,000 
land plots to individuals for social housing, 
distinctive housing, and luxurious housing.

The new land offering includes 24,000 
pieces distributed across three income 
segments for all categories.

The NUCA offered 12,700 social 
housing plots, 7,373 plots for distinc-
tive housing through public tenders, and 
3,930 luxurious housing land plots allo-
cated for the highest down-payment.

Madboly stressed the ministry's ef-
forts to combat land trade by increasing 
the number of plots offered in all cities 
to meet the demand of all Egyptians and 
speed up the development of the new cit-
ies, as well as provide job opportunities 
in these projects.

He added that the NUCA is keen to speed 
up development by providing the architec-
tural models of all the necessary executive 
drawings to obtain licences, so that citizens 
that win the tender can obtain building per-
mits as soon as they obtain the land.

Madboly described the New Adminis-
trative Capital project as the most impor-
tant project that supports the country's 

plans for comprehensive urban develop-
ment due to its large size and its ability 
to attract local and foreign investments 
throughout the development period.

The project lies on 170,000 feddans. 
The Ministry of Housing provided in-
vestments amounting to $8bn to develop 
12,500 feddans for the first phase.

The ministry is also preparing to offer 
25,000 units in the first phase of the resi-
dential district in the new city, including 
houses and villas.

The first residential district in the New 
Administrative Capital extends over an 
area of 1,000 feddans.

Madboly said that the development pro-
ject aims at creating an integrated work en-
vironment with high quality infrastructure, 
attracting capital and international compa-
nies, as well as providing the opportunity 
to free Cairo from the congestion resulting 

from the movement of employees in min-
istries and government bodies. This would 
leave Cairo to become the historic, cultur-
al, and heritage tourism capital.

He pointed out that the size of the new 
capital is double the size of New Cairo and 
provides lands for 50 years, which is a ne-
cessity at the current time.

Madboly added that a number of 
Egyptian construction companies started 
– under the supervision of the Engineer-
ing Authority – the implementation of 
the government district, which will in-
clude the House of Representatives, the 
cabinet, and 18 ministries.

Meanwhile, he explained that the min-
istry presented the ninth offering in the 
social housing project in 22 governorates 
within a plan to provide units for low-
income citizens.

He pointed out that the ministry com-

pleted the implementation of 230,000 so-
cial housing units worth EGP 31bn and 
is now working on 270,000 units worth 
EGP 42bn.

The ministry has also implemented a 
middle-income project, Dar Misr, where it 
is now completing 58,000 units in 11 cities 
and preparing to build 100,000 new units. 
The distinctive housing project, Sakan 
Misr, has seen an offering of 40,000 units 
in six new cities with 115 sqm per unit.

Madboly said that the government is 
seeking to develop the existing cities and 
create a new generation of new cities to 
achieve the national plan of doubling the 
urban area from 7% to 11% by 2030.

He added that the ministry is imple-
menting 1,920 residential units at a cost 
of EGP 300m in New El Alamein, along 
with the beachfront and infrastructure, 
worth EGP 3bn.

The minister estimated the investments 
needed to develop the first phase of New 
El Alamein at EGP 10bn, noting that the 
ministry is planning to offer projects of 
large areas to Egyptian and Arab investors, 
whether through a partnership with the pri-
vate sector or through selling the lands.

The area of New El Alamein is esti-
mated at 50,000 feddans. The city has a 
beachfront extending over 14 kms and will 
include a number of investment projects, a 
tower district, hotels, and residential areas.

"The NUCA will finance the city," he 
said, adding that many large investors 
have begun negotiating with the ministry 
that will offer them projects soon.

The philosophy of the work of the 
Ministry of Housing in the new cities is 
to carry out the implementation of infra-
structure, followed by some projects to 
confirm the seriousness of implementa-
tion, and then offer projects and opportu-
nities to investors.

He noted that the NUCA's plan is to 
build units for all segments, starting with 
distinctive housing at 5,000 units in the 
first phase, followed by the implementa-
tion of middle-income housing, before 
moving on to luxurious housing.

Madbouly said that the beach area has 
been set to become a global tourism des-
tination with over 25,000 hotel rooms that 
operate all year long like Sharm El-Sheikh, 
adding that the projects will begin with the 
first coastline part extending over 4 km, 
which will include restaurants and hotels.

According to the minister, the Ministry 
of Housing contributes to the state plan 
to increase the volume of construction 
and construction sector to about EGP 1tn 
over the coming five years.

The land offer to real estate companies 
and individuals increases the size of the 
construction sector and contributes to in-
creasing the activities of real estate com-
panies, in conjunction with the ministry's 
plan to develop new cities.

The value of the investment plan of the 
NUCA this fiscal year amounts to EGP 
31bn.

The NUCA's investments surged from 
EGP 4.8bn in fiscal year 2012/2013 to 
EGP 7.7bn in the following year, then 
EGP 12bn in FY14/15, to EGP 22bn in 
FY15/16, and over EGP 30bn in the past 
fiscal year.

He pointed out that the increase in the 
investments of NUCA reflects on the 
growth in the number of projects im-
plemented, in line with the state's plan 
to provide lands and residential units to 
individuals.

Finally, he stated that the NUCA’s 
negotiations with real estate companies 
are ongoing to solve the problems fac-
ing the sector, adding that the NUCA 
has adopted its bylaws and signed a co-
operation protocol with the Real Estate 
Development Chamber of the Federa-
tion of Egyptian Industries, and formed 
a permanent joint committee to solve the 
problems of investors and developers. 

Moreover, it also transferred the au-
thority of reviewing permits to an author-
ised consulting office to speed up grant-
ing the permits, obtaining ministerial 
decisions, and regulating the advertise-
ment of the real estate investment units.

After decades of scarcity of available land 
and unsuitable units offered to citizens 
for real demand, as well as the lack of 
transparency in distribution, the Ministry of 
Housing has become a beehive for nearly 
four years. During that time, the ministry 
has launched a number of development 
axes, such as social housing projects for 
low-income citizens, along with Dar Misr 
for the middle-income segment, and the 
expansion in offering investment lands.

Housing Ministry supports real estate sector 
within comprehensive economic reform plan

We provide units and land for all income segments, meet demands of developers with various investment models , says Madboly
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El Garhy Steel to raise annual production 
to 2.5m tonnes by 2020 end: chairperson

Increase in steel prices bad luck for factories, following global price of billet

By Walaa Gamal
and Samira Saed

Chairperson of the group, Gamal El Ga-
rhy, said that the group will inject invest-
ments of $250m to establish two factories 
in Suez on an area of 1 million sqm in order 
to produce billet with a capacity of 1.2 mil-
lion tonnes per year. The other factory will 
roll 500,000 tonnes of steel per year.

El Garhy told Al-Borsa in an inter-
view that the current factories include 
untapped spaces, as the group will add 
two production lines to the Misr Nation-
al Steel Ataqa plant and the Egyptian Co 
For Steel (El Garhy) with a capacity of 
500,000 tonnes each.

He explained that the production of 
the group will rise to 2.5 million tonnes 
per year in 2020, up from only 1 million 
tonne now.

The group owns three factories pro-
ducing 1 million tonne per year.

Construction is scheduled to commence 
during the current period, and the group 
will select between importing machinery 
and equipment from Germany or Italy.

El Garhy said that the group aims to 
realise sales worth EGP 11.5bn by the 
end of the year, with plans for exporting 
and new restructuring, in conjunction 
with the new investment plan, which also 
includes putting the group on the Egyp-
tian Exchange (EGX).

He added that the first quarter of next 
year will witness the listing of the com-
pany on the EGX and offering 25% of 
its shares for trading, explaining that the 

proceeds of the offering will be directed 
to new expansions and factories, and that 
the group is now re-evaluating the fair 
value of the share.

He noted that the banks' participation in 
financing investments will remain under 
30-40% of the total value.

The chairperson explained that he does 
not want to borrow a sum beyond the con-
tribution of the company itself from banks.

El Garhy also said that investing in full 
cycle and DRI production factories went 
through several obstacles, including the 
high price of gas and the restrictions on es-
tablishing power plants for each of the fac-
tories, which surged costs and investments.

"I will not go through this again unless 
I am completely satisfied with the strength 
of the company in going through these 
challenges," he stressed.

He said the group had delayed investing 
beyond the iron and steel sector despite the 
desire to distribute investment risks and en-
ter into fewer fields. However, the expan-
sion of the iron sector is a priority.

The group allocates 30% of its produc-
tion to major state projects and 70% to 
feed the local market through agents and 
distributors.

El Garhy also said that the group 
launched an advertising campaign in Ram-
adan to introduce it to the market.

He explained that the group has a distri-
bution plan covering all governorates with 
a clients' base of over 250 names, which 

will increase following the new production 
increase, especially with the increasing de-
mand from existing clients and the growing 
list of possible new ones.

He pointed out that the market share 
of the group fell from 12% to 9% on 
the back of other factories increasing 
their production, adding that the group 
is working to reach a 22% market share 
through increasing production and 
pumping new investments.

The group also plans to allocate part 
of its production for exporting to collect 
hard cash, which will be necessary to im-
port raw materials.

He pointed out that the rise of steel pric-
es was bad luck for the factories, explain-
ing that despite the appreciation of the val-
ue of the national currency against the US 
dollar, the global price of billet increased to 
$530 per tonne, up by $135 (EGP 2,500). 

Yet, the prices of steel only increased by a 
small margin compared to the surge in raw 
materials prices.

He noted that companies are seeking 
to offer products at a price suitable for 
the consumer, but the local market is af-
fected by the fluctuations of international 
iron prices and is forced to raise prices in 
order not to lose.

El Garhy also said that the group faced 
challenges last year, but managed to keep 
production rates steady, which is consid-
ered a success, as the volatility of the real 
estate sector was bad enough to eliminate 
any investments.

He added that the operational capacity 
of the factories reaches 12 million tonnes 
per year, while the local market only 
needs 8 million tonnes.

He pointed out that the market is wit-
nessing a decline in constructions by 

individuals, but the national projects off-
set the decline and balance the market, 
which contributed to taking the accumu-
lated stockpile in factories, especially 
with the decline in import rates.

He said imports had not been com-
pletely banned, but dumping duties on 
iron from China, Turkey, and Ukraine 
had been imposed.

He added that the decline in imports is 
evidence of the lack of market need for 
imported iron and that these countries de-
liberately dump the market and demolish 
the Egyptian industry.He explained that 
Turkey, China, and Ukraine were provid-
ing dishonest support to their factories to 
damage the Egyptian steel industries.

He said that the total imports of iron 
since the imposition of protection fees in 
June reached 75,000 tonnes and that rais-
ing the global price of steel protected the 
Egyptian market from importing.

The Egyptian iron factories rely, in the 
pricing of the product, on the prices of 
raw materials, being the main influence 
on the sector, he noted, adding that the 
current period is experiencing a crisis 
in the availability of the billet because 
China, the material's main producer, cut 
down its production—as if is responding 
to the dumping fees.

He said that Egyptian factories have a 
tendency to inject new investments to pro-
duce the billet in order to get rid of exter-
nal pressures and fluctuations in the global 
market. The Egyptian market needs a total 
of 3 million tonnes of billet per year.

El Garhy said that the price of scrap, 
which is then melted to produce billet, 
amounts to $360 per tonne. Its price locally 
increases as it depends on the price of the 
final products. The needs of the Egyptian 
market of scrap ranges between 2 million 
and 2.5 million tonnes per year.

He noted that the iron sector does not 
need new investors, especially since 
current factories received permits to in-

crease production.
He explained that he worries about the 

sector, not only his share. "I will not be 
the only one impacted, but there must be 
balance between supply and demand," he 
stressed, pointing out that the state should 
direct new investments to sectors and areas 
needed by the economy, especially since 
Egypt’s production of iron exceeds the 
need by about one-third, and any increase 
will lead to a defect in the sector.

He noted that Egypt should first solve 
the problems of local investors before at-
tracting foreign investment, as local inves-
tors, if satisfied, can themselves promote 
investments to foreign counterparts.

He called for solving the problems of 
the iron, aluminum, and foundry industry, 
especially as the foundries sector suffers 
from the fixed instalment of electricity, 
which may reach EGP 26,000 per month, 
when consumption is worth EGP 3,000.

He added that the foundries are working 
on smelting the metal and then the furnace 
is turned off to start the manufacture of the 
material and its composition. This means 
that the highest point of consumption is 
only two or three times a month, so the 
state must modify the fixed instalment of 
electricity and determine a figure that does 
not exceed the value of consumption.

He explained that the problem was pre-
sented to the ministers of electricity and 
industry, and the Prime Minister, but that 
no actions were taken, which exhausted the 
foundries, causing many of them to stop or 
reduce production. He noted that he can-
not urge the state to reduce energy prices 
at the current time, but reducing the price 
of gas is not a subsidy, as steel is a strategic 
industry.

He added that what prevents the state 
from implementing the decision is the lim-
ited size of gas available, emphasizing that 
the cost of gas on the plants of the full cycle 
of steel production amounts to 12%-13% 
of total cost per tonne.

El Garhy Group for Steel aims to boost its 
production to 2.5 million tonnes per year in 
2020 and increase its market share from 
9% to 22%, as well as realising sales of EGP 
11.5bn by the end of this year.
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By Basma Tharwat 

The Internal Trade Development Au-
thority (ITDA) of the Ministry of Sup-
ply intends to offer between eight and 
16 opportunities for investors during 
the current fiscal year in several gov-
ernorates, as well as develop and link 
the commercial registry offices across 
Egypt. 

In an interview with Al-Borsa, chair-
man of the ITDA Ibrahim Ashmawei 
stated the ITDA is negotiating with sev-
eral governorates to provide lands for 
commercial chains and logistics centres.

In addition to that, Ashmawei stated 
that the ITDA managed to provide 254.5 
feddans to be used for the establishment 
of logistical centres in seven governo-
rates, which will be launched by the end 
of 2017. 

Twenty-six of these feddans are in 

Luxor, 50 in Beni Suef, 16.5 in Qena, 15 
in Fayoum, 17 in Assiut, 30 in Suez, and 
100 in Ismailia.

Ashmawei estimated the total value 
of all investments that are being carried 
out by private companies to obtain lands 
from the public financial system last 
year at about EGP 26bn, including EGP 
6bn for 80 feddans in the Gharbia gov-
ernorate and EGP 20bn in 86 feddans in 
the Beheira governorate.

The ITDA promotes domestic trade, 
stimulates and encourages investment 
in wholesale and retail sectors, develops 
the legislative environment, and regu-
lates and develops internal markets to 
become more competitive and balanced 
among producers, traders, and consum-
ers.

Moreover, the ITDA aims to increase 
the contribution of the domestic trade 
sector in the gross domestic product 

Marsa Matrouh to allocate land to the 
ITDA, given that the area lies on the 
borders with Libya – an area which is 
currently being reconstructed and needs 
a variety of furniture, building materials, 
and food commodities,” Ashmawi said. 

The ITDA is currently working with 
local and foreign investors to promote 
investment opportunities to be launched 
during the Euromoney Conference from 
18-19 September.

Furthermore, the ITDA aims to final-
ise linking 88 commercial registry of-
fices across Egypt, in addition to linking 
commercial records to facilitate their 
extraction from any governorate instead 
of committing to the governorate issued 
by the registry.

The project of automating and devel-
oping the commercial registry was halt-
ed, although four consortiums won the 
public-private partnership (PPP) tender.

(GDP) to 25%, instead of the current 
17.5%, especially since it is a labour-
intensive sector and absorbs about 6 
million workers directly and indirectly, 
according to Ashmawei. 

He also added that the ITDA held 
meetings during the last period with a 
number of foreign and local investors, 
in addition to commercial chains, such 
as Carrefour, Spence, Al-Othaim, and 
Metro Market.

The ITDA aims to expand develop-
ment areas in Upper Egypt, Sinai, North 
Coast, and Marsa Matruh, along with the 
Delta region and Suez cities. The agency 
obtained land in the Luxor, Beni Suef, 
Fayoum, and Qena governorates, as well 
as other areas in Ismailia, for which the 
cabinet’s privatisation decision is un-
derway and expected during the coming 
period.

“We are currently negotiating with 

Investment law incentives aim to deepen industry, 
increase contribution to GDP

ITDA offers 8-16 investment opportunities in 2017 
Investments on lands worth EGP 26bn offered last year, says Ashmawei  

By Abdel Razek Al Shuweikhy 

Ghallab said that the package of leg-
islations approved by the parliament 
during the past legislative term targeted 
reforming the structural imbalances in 
the economic system to increase growth 
and the attractiveness of that system be-
fore direct, indirect, and local capital. 

Over the past legislative term, several 
important legislations were passed, of 
which the most prominent one was the 
value-added tax (VAT) and industrial 
licensing laws. The latter facilitates the 
procedures of projects and their imple-
mentation. In addition to that, the New 
Investment Law approves a group of 
incentives for different economic zones 
and transferring profits based on spe-
cific controls and rules.

During its upcoming session, the par-
liament targets to resume the economic 
reforms, whether to attract capital or to 
set the pace of markets through tight-
ening control on them with the aim of 
increasing efficiency and transparency 
through the legislation of the bank-
ruptcy law, the amendment of the Com-
panies Law, and a law to amend the 
Consumer Protection Agency (CPA), 
he added.

The laws issued over the past period 
and those expected to be issued over 
the upcoming period do not only aim at 
legislative reforms, but also to create a 
suitable climate for capital flow, as the 
state with all its institutions is working 
towards that goal, the committee head 
stated.

The New Investment Law approved 
by the parliament was discussed for 
more than two months. Business or-
ganisations were contacted during the 
discussions. The government was also 
keen on responding to all the amend-
ments of the parliament’s Economic Af-
fairs Committee and the remarks made. 

In addition, the government sent the 
draft of the executive regulations to the 
committee for remarks, which were dis-
cussed in August, Ghallab explained.

The new law provides incentives to 
projects implemented after the law be-
comes active, according to the invest-
ment map through carrying out a deduc-
tion of the net profit on the taxes due. 
The law allocates 50% deduction of the 
tax for sector A. It includes the needi-
est geographic areas for development 
based on the data and statistics issued 
by the Central Agency for Public Mo-
bilization and Statistics (CAPMAS). 
The deduction will be 30% for sector B 
which includes the rest of the country 
based on the distribution of investment 

activities. 
The project stipulated that the invest-

ment incentive must not exceed 80% of 
the paid up capital until the start of the 
activity.

The law will contribute to enhanc-
ing Egypt’s position in the indices of 
direct investments internationally with 
the improvement in the investment cli-
mate, and not only modern legislations, 
he said. More than 65% of the New 
Investment Law was amended during 
its discussion in the Economic Affairs 
Committee in the parliament. The Min-
ister of Legal and Parliamentary Affairs 
Omar Marwan can attest to that, he as-
sured. 

Of course, there is an important as-
pect to focus on which is that incentives 
alone are not enough to attract capital, 
he pointed out, adding that it goes hand 
in hand with preparing the investment 
climate through a whole package of 
economic legislations; something that 
the parliament has been able to achieve 
so far.

Those legislative packages, whether 
the ones already issued or the ones ex-
pected to be issued over the upcoming 
term, aim to create rules for after the 
investors’ entrance into the market until 
their exit, whether the exiting is partial 
or total.

The new law allows transferring in-
vestors’ profits and has solved this is-
sue from which many foreign investors 
had complained, Ghallab highlighted. It 
gives investors the right to completely 
transfer profits abroad with controls and 
rules. 

All these details are made clear in 
the executive regulations of the New 
Investment Law. They were sent by the 
government to the parliament and were 
discussed during several sessions held 
in August, he elaborated. 

The investment map is expected to be 
issued later, and this matter might take 
a long time as ministries will work to 
gather all investment opportunities that 
could be placed on that map, given that 
each ministry is obliged to propose the 
available investment opportunities and 
send it to the General Authority for In-
vestment and Free Zones (GAFI).

The ministries of trade and housing 
have already sent their available invest-
ment opportunities to GAFI in order to 
place them on the map in August. 

Ghallab expressed his optimism 
about the moves made by the Minister 
of Investment and International Coop-
eration and her meetings with inves-

tors, whether inside or outside Egypt, 
through her presence at different events. 

He believes that minister Sahar Nasr 
is adopting marketing and promotion 
of different investment opportunities 
through those meetings. 

Nasr has visited many countries in 
Southeast Asia during the last month to 
promote several investment opportuni-
ties to them. 

These tours and meetings are serious 
steps that stress the presence of a desire 
to promote investments and that there 
is a change in the mindset, according to 
Ghallab. 

Previously, there was no database 
of these investment opportunities that 
could be promoted in all the economic 
events across the world, but everything 
is improving, he said. 

Ghallab added that he is pleased with 

Nasr’s efforts and her ability to imple-
ment the tasks assigned to her efficient-
ly. 

The new recently-approved invest-
ment law does not treat foreign inves-
tors any differently from local inves-
tors. Everyone has the chance to benefit 
from the incentives and guarantees pro-
vided by the law, according to him.

Reforms have specified the steps in 
dates, and the procedures as well as 
controls to be implemented. This is 
what will happen in the amendments 
of the Companies Law planned to be 
passed to the parliament over the next 
legislative term, he noted. 

The return of foreign investors’ 
confidence in the Egyptian economy 
has increased investments in the treas-
ury bonds and bills over the past few 
months. He said that the aim is to cre-

ate a centre to attract direct foreign in-
vestments in the Middle East during the 
upcoming period, following the major 
reforms. 

He expects the Egyptian economy to 
attract direct foreign investments worth 
$8bn-$10bn by the end of this fiscal 
year, with expectations for the amount 
to exceed $10bn during the upcoming 
fiscal year with the continuation of the 
economic reforms. 

Ghallab said that the decision made 
by Central Bank of Egypt to increase 
the interest rate by 2% raises the cost of 
takin loans from banks, negatively af-
fecting direct investment indices. 

The decision by the CBE to increase 
the basic interest rate on the tools of 
the monetary policy by 2% took it to 
18.75% on deposits, 19.75% on loans, 
and 19.25% for credit, discount, and 
main operation prices in the CBE.

The decision was extremely difficult 
and took place during a short period 
after the decision to increase the inter-
est rate by 2% in May. It has severely 
impacted the market, but the fact that 
the decision is temporary is reassuring. 
With the activation of the investment 
law and its regulations, the interest rate 
must decline. 

The CBE’s intervention was tradi-
tional in order to deal with the inflation 
indicators which went above 30%. This 
does not mean that there was no coordi-
nation between the fiscal and monetary 
policies, because there is actually great 
coordination between the government 
and the CBE, according to Ghallab. 

Ghallab called upon the government 
to help the CBE face inflation, adding 
that the government can do this through 
opening new outlets and delivering 
goods directly, as well as tightening 
control and activating the role of civil 
society. He noted that some civil society 
organisations are already offering help 
in this regard. 

He expects the control over markets 
to increase following the discussion 
of the consumer protection law put 
forward by the government. It will be 
discussed in the upcoming legislative 
term. 

There is already an increase in the 
prices in the market due to the lack of 
control. “This is something we must 
admit,” he said, adding that the govern-
ment is deficient in its control role, so 
there must be strict procedures against 
all merchants who manipulate prices. 

There is a parallel market in Egypt 
that is hard to control in terms of prices. 
Control is only carried out over the of-
ficial market only. The parallel market 
must be merged into the official market 
so we do not remain in a pointless cycle 
where we keep blaming one another, 
according to him. 

Switching to monetary support in-
stead of in-kind support—which does 
not deliver subsidised goods to those 
who deserve it—will create a more effi-
cient system. “I support the recent deci-
sion made by the Minister of Supply to 
issue ration cards to social security pen-
sioners, migrant workers, and individu-
als with chronic diseases, in addition to 
those with low-income in the private 
and public sectors,” he added, saying he 
completely approves reviewing the in-
kind support entirely. 

The parliament is planning to amend the 
Companies Law No. 159 of 1981 and 
discuss a new bankruptcy law during the 
upcoming legislative term in October.
Amr Ghallab, head of the Economic Affairs 
Committee in the parliament, said that 
the two laws will continue the economic 
reforms undertaken by the government 
since early 2016, which started with the 
Civil Service Law that targeted the admin-
istrative reforms of which the government 
implemented a part. 

Parliament to resume discussing economic 
reform laws in October: committee head

Bankruptcy, consumer protection laws, amendment of Companies Law are most prominent legislations
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By Ahmed Sabry 

In an interview with Al-Borsa, Mo-
hanna said that the economic meas-
ures taken by the government and the 
Central Bank of Egypt (CBE) in the 
last months, primarily the decision of 
liberalising the exchange rate, boosted 
the desire of American companies to 
enter the Egyptian market.

He stated: “The recent economic re-
form measures pushed Egypt to over-
come the obstacles faced by Ameri-
can companies wishing to invest in 
the country during the past months, 
namely the instability of the exchange 
rate and the difficulty of converting 
profits.”

Nevertheless, the EUSBC is prepar-
ing to hold an expanded meeting for 
a number of Egyptian and American 
companies next November to discuss 

the increase of American investments 
in Egypt, in addition to increasing the 
trade exchange.

Mutual trade between Egypt and the 
United States (US) reached $5bn by 
the end of 2016 – an increase of 6% 
compared to 2015, according to the 
Ministry of Trade and Industry.

The US is among the top 10 invest-
ing countries in the Egyptian market, 
with investments exceeding $23.7bn, 
through 1,221 companies operating 
in the industrial, service, construction, 
finance, agricultural, tourism, commu-
nications, and information technology 
sectors.

Mohanna called on the Egyptian 
government to quickly complete its 
plan to completely lift fuel subsidies, 
as stipulated by the government's eco-

ing economic growth if the financial 
inclusion plan is implemented, which 
aims to migrate all buying and selling 
transactions to bank accounts, and in-
tegrating the informal sector into the 
formal economy.

Mohanna called on the Egyptian 
government to quickly take the execu-
tive measures to establish a free trade 
area with the US, especially after the 
improvement of relations between the 
two countries.

“The Egyptian side should look be-
yond the reduction of the Israeli com-
ponent of the Qualifying Industrial 
Zones (QIZ) agreement to a free trade 
area between the two countries - Egypt 
and the US - which will contribute to 
enhancing trade cooperation,” Mo-
hanna said.

He also stated that the QIZ agree-
ment is very necessary as it has saved 
the textile and apparel industry in 
Egypt over the past years. However, 
it is time to look at what will benefit 
Egypt even more, especially since it 
has a good investment potential and 
significant geographical location, in 
addition to trade agreements with Af-
rican and Arab countries. 

nomic reform programme.
“Despite the negative impact of 

these government decisions on a large 
segment of the country’s citizens, they 
have been necessary for years in order  
to put the Egyptian economy on the 
right track,” he explained. 

Additionally, Mohanna expects the 
economic climate to improve in the 
coming period, especially after the 
government's approval of the execu-
tive regulations of the investment and 
industrial licensing laws, which con-
tribute to encourage both domestic and 
foreign investments. 

“The new industrial licensing law 
will save Egypt from a large chunk of 
bureaucracy, which is one of the most 
important factors negatively impacting 
economic growth,” he said.  

The new industrial licensing law 
requires the Ministry of Trade and 
Industry to terminate the issuance of 
licences for industrial establishments 
within seven days for licensing and 30 
days for pre-licensing, after these pro-
cedures have been in effect for about 
two years.

Mohanna pointed out that Egypt will 
take important steps towards achiev-

Lack of competition in markets and control of producers 
responsible for historical price hikes

Economic reforms prompt major US companies 
to invest in Egypt: EUSBC chairperson 

Egypt went through difficult phase after flotation, solving the problem of repatriating funds, says Mohanna

By Ahmed Farahat
and Amany Radwan

This means that the new numbers 
will not result in the direct improve-
ment of the consumers' behaviour who 
need more time until their real incomes 
improve. 

Radwa El-Swaify, head of the re-
search department at Pharos Holding 
for Financial Investments, said that the 
improvement of the inflation rate does 
not mean a decline in prices, but rather 
a decline in the rate of price increases 
compared to the past. 

The consumer price index increased 
from 20.2% in November 2016 to 
34.2% by the end of July 2017, re-
cording the highest inflation rate in 31 
years. 

She added that the improvement in 
the purchasing power of individuals 
can only happen in line with an in-
crease of income and the availability of 
jobs, as well as decreasing unemploy-
ment rates. During the first half (H1) of 
2018, the annual increase in incomes is 
supposed to take place in both the pri-
vate and public sectors.

El-Swaify noted that implement-
ing the tax deduction system, as well 
as raises and pension increases, will 
contribute to increasing the purchasing 
power as a result of being an indirect 
form of an income increase for indi-
viduals. 

She pointed out that the lack of 
statistics by the relevant authorities 
makes it difficult to calculate the rate 
of individuals' incomes. In addition, 
the purchasing power may be calcu-
lated either through the inflation rates 
or the basket of goods for a family's 
purchasing power.

According to El-Swaify, a large 
number of companies have increased 
salaries by 15%-25% on average; how-
ever, this not enough to bring the pur-
chasing power to its previous level as 
a result of an increase of inflation rates 
compared to incomes.   

The Central Bank of Egypt (CBE) 
liberalised the exchange rate in No-
vember 2016 which caused the Egyp-
tian pound to lose more than half of its 
value against the US dollar, reaching 

EGP 17.80 compared to EGP 8.78 be-
fore the decision. 

A report issued by BNP Paribas said 
that the main reason for inflation in 
Egypt is the decline in the local curren-
cy’s price; however, there are impor-
tant explanatory elements to determine 
what affects inflation in Egypt and the 
prices over the past months. 

The report used studies carried out 
by several members of the faculty of 
economy at Cairo University with sev-
eral CBE members from 2003 to 2015. 
These studies noted that the direct 
impact of the increased prices of im-
ported goods hardly contributes to the 
increase of inflation rates. However, 
the larger increase happens indirectly 
as a result of the increased prices of 
half-processed goods which impacts 
production inputs. 

According to the study, this transition 
is not immediate and takes two or more 
years. In addition, the increase would not 
leave a full impact on prices as a result of 
the existence of many goods for which 
prices can be controlled due to a small 
number of local manufacturers in the 
consumer goods sectors. 

"We find that another structural fac-
tor had an impact on inflation rates, 
which is organising the market, espe-
cially with the decline in the severity 
of the competition on the level of con-
sumer goods," the report said. 

The report added that there is strong 
evidence that some increases in the 
prices of certain products may exceed 
the coverage of the higher expenses of 
imported goods following the decline 
in the currency’s value. 

BNP Paribas added that the limited 
competition in the market of consumer 
goods, especially the trade of food-
stuff, is the main engine of inflation. 
Food, except for seasonal fruits and 
vegetables, represents about 34% of 
the average spending of a family and 
31% of inflation. 

The report said that the control of 
distribution channels is considered a 
main factor for producers in terms of 
deciding their pricing strategies. 

It added that the products of compa-
nies can be found in supermarkets, but 
that those seek to reduce their supply 
to maintain their pricing, pointing out 
that the weakness of competitiveness 
in the local market enables producers 
to implement this strategy. 

According to the most recent com-
petitiveness report issued by the World 
Economic Forum, Egypt ranked 112th 
amongst 138 countries in terms of the 
efficiency of the market for goods, and 
127th in terms of local competitive-
ness. 

"The limited competition in the retail 
market explains the continued inflation 
over long periods of time, despite not 
entirely using the production capacity," 
the bank said. 

The report added that the expansions 
of modern supermarkets in Egypt may 
improve competitiveness and reduce 
inflation; however, it threatens the mar-
gins of producers. 

BNP Paribas said that the consump-
tion rates, which are considered one of 
the engines of economic activity, have 
greatly shrunken, affected by the his-
torical inflation rates which reached an 
average of more than 30% since last 
January. 

It added that liberalising the ex-
change rate is a main reason behind 

the sharp increases in inflation after 
the reduction of the Egyptian pound's 
value by more than 50% against the US 
dollar. 

Since November, the increase of 
consumer prices were rather gradual 
than immediate but came at high rates. 
The depreciation of the local currency 
was a major factor. 

BNP Paribas compared the flotation 
of the pound in 2003 with the flotation 
in 2016. It said that after the first flota-
tion in 2003, the pound's value against 
the dollar decreased by 13% after a 
year, and 25% after 20 months. How-
ever, in November 2016, it decreased 
by more than 50% immediately due to 
the increase in the ratio of imports to 
the GDP to 21% in 2016 compared to 
14% in 2003. 

It added that on the short-term, infla-
tion will remain high and is expected to 
record an average of 25% during fiscal 
year 2017/2018, compared to 23.7% in 
FY16/17.

The report expected growth levels 
during this fiscal year to increase to 
4.5%, compared to 3.8% in the fiscal 
year ending in June. 

Pascal Devaux, a senior economic re-
searcher in the bank, said that the reduc-
tion in energy subsidies, inflation result-
ing from high import expenses, and the 

potential recovery of local demand are 
all expected to cause a continuation of 
the increase in inflation rates.

He said that the ability of the gov-
ernment and the CBE to counter the 
increased inflation has become limited 
due to the minimal percentage of finan-
cial inclusion, since less than 15% of 
adults have bank accounts. 

The CBE tried to face the increase in 
prices by increasing the interest rate by 
7% in 10 months, making it reach its 
highest level in 25 years.

In a similar context, former minis-
ter of finance Momtaz El Saeed said 
that the improvement of individuals' 
purchasing power is linked to many 
factors, including the gradual improve-
ment of the local currency and increas-
ing productivity; hence, the GDP. 

El Saeed added that the flotation de-
cision in November has led to a notice-
able increase in prices and a declining 
purchasing power. 

Hani Sarie-Eldin, an economic ex-
pert and chairperson of Sarie-Eldin & 
Partners law firm, said that the rise in 
purchasing power of consumers either 
happens through increasing the income 
of consumers, or the value of that in-
come, and both are difficult to achieve 
on the medium-term unless an individ-
ual has more than one job. 

He added that increasing individu-
als' share of income and consumption 
through reducing unemployment is the 
viable solution on the medium-term. 

Sarie-Eldin explained that each 
percentage point in the GDP provides 
nearly 100,000 jobs. "In order to reach 
the whole operational level, we need to 
provide 1 million jobs every year. This 
means that growth rates of 8%-10% are 
required, which were the rates before 
2011," he said. 

He pointed out that the current eco-
nomic growth rates and their success 
to bring unemployment to 11.98% are 
still weak. 

The government took several pro-
cedures to enhance the social protec-
tion network and lessen the severity 
of economic reforms on consumers. 
This included increasing the monthly 
subsidy on ration cards to EGP 50 for 
an individual instead of EGP 21. It also 
applied tax deductions with rates rang-
ing between 5%-80%. 

The tax deduction is estimated at 
80% on incomes of up to EGP 30,000 
annually, while the tax deduction on 
incomes ranging from EGP 30,000 to 
EGP 45,000 is 40%, and 5% on in-
comes ranging between EGP 45,000 
and EGP 200,000. 

The incomes of government employ-
ees were increased by 20% for 6 mil-
lion employees. The minimum pension 
was also increased to EGP 500. 

Egyptians spend 40% of their in-
come on food and beverages – goods 
whose prices increased by 40% on an 
annual basis over the past period. 

Amr El Alfy, head of the research 
department at Mubasher Securities 
Trade, said that the culture of using 
credit cards or instalments must be 
encouraged in order to increase indi-
viduals' purchasing power with recon-
siderations of the current consumption 
patterns based on families' priorities. 

El Alfy added that the purchasing 
power has nothing to do with the de-
clining inflation rates and a lot to do 
with salary increases and the ability to 
purchase. 

He stressed the importance of in-
creasing internal and foreign invest-
ment rates over the upcoming period 
with the aim of reducing unemploy-
ment and improving the purchasing 
power. The latter was recently affected 
by the increase in interest rates and the 
delay in many funding loans of com-
panies due to a decline in profit rates 
and their inability to compensate for 
the high funding expenses. 

El Alfy ruled out any signs of im-
provements in individuals' purchas-
ing power before the H2-18 for sev-
eral reasons, including the fact that two 
years will have passed since the flota-
tion, and inflation will begin to decline, 
in addition to the presence of some li-
quidity with individuals as a result of 
the declining inflation.

The government and analysts know when 
inflation will slow down, expectedly during 
the last quarter of 2017. However, they do 
not know when the purchasing power of 
consumers is expected to improve. 
The main reason behind the expected 
decline in October and November is the 
end of the basic year of the current rates 
which resulted from implementing the 
value-added tax (VAT) and liberalising the 
Egyptian pound's exchange rate, which took 
the basic inflation rate from 15% in October 
2016 to 35.3% in July 2017. 

Inflation prepares for decline, suffering continues
The end of the difficult situation for citizens is linked to an improved purchasing power, says El-Swaify 
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Major American companies have expressed 
a real desire to invest in the Egyptian mar-
ket during the coming period, according to 
Omar Mohanna, chairperson of the Egyp-
tian-American Business Council (EUSBC).
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Government targets 16.2% growth
of ICT sector next FY: El-Kady

Investment law includes section for Technological Parks, Beni Suef, Sadat parks to open end of the year

Interview by Mohamed Fawzy
El-Kady told Al-Borsa in an interview 

that the new sanctions list on commu-
nication companies has been activated, 
stressing that the company will take all 
measures required to ensure governance 
in the relation between Telecom Egypt 
and Vodafone - Egypt.

Moreover, he said that the volume 
of foreign investments in the telecom-
munications sector is very high, and the 
amount invested in the 4G mobile li-
cences exceeded EGP 32bn, next to in-
vestments in network modernisation and 
frequency transfer.

According to the minister, the target 
growth rate in the ICT sector will reach 
16.2% in the coming fiscal year, includ-
ing the electronics and design sectors, 
which have tremendous growth opportu-
nities.

He considered that the adoption of the 
New Investment Law is one of the most 
important factors to motivate interna-
tional companies to inject new capital 
into Egypt. The ministry had a separate 
section within the law for investment in 
technological parks, which counts as a 

great investment stimulant.
He predicted that the vision and strat-

egy of the state and the ministry to spread 
technological parks at the level of the 
governorates is to provide an environ-
ment conducive to investment, not only 
in Cairo, but all parts of the country, and 
both Upper Egypt or Lower Egypt.

He said that the ministry plays an im-
portant role in the system of financial 
inclusion, which depends mainly on tech-
nology. "Without a strong technical envi-
ronment and structure, financial inclusion 
could not be activated," he stressed.

El-Kady said that the ministry began 
the financial inclusion plan two years 
ago and is now continuing to promote it 
through post offices, where the services 
provided by Egypt Post will speed up the 
implementation of financial inclusion, 
thanks to the 4,000 post offices across 
Egypt and the automisation of 800 offices 
by the end of the year.

Financial inclusion is the provision of 
financial services, such as bank accounts, 
insurance and financing through banks 
and post offices, and providing services 
to different groups of society, whether in-
stitutions or individuals, and enable them 
to use these services.

El-Kady said that the presence of the 
ministry in the Supreme Council of Pay-
ments enhances its role as a key player in 
the system of financial inclusion, and that 
the ministry has made great efforts with 
the International Telecommunication 
Union and the United Nations, as well as 
the Bill Gates Foundation, to make Egypt 
one of the most important countries in 
the world to focus on financial inclusion, 
next to China and Mexico.

The minister added that the technologi-
cal parks in Beni Suef and Sadat City will 
both be opened before the end of the year, 
and that the ministry will sign contracts 
with companies manufacturing electron-

ics, computers, surveillance cameras, and 
fibre cables.

He pointed to the availability of invest-
ment opportunities in the sector in the lo-
cal market at the level of manufacturing 
and the level of service delivery in the 
sector as a whole, as well as significant 
opportunities in outsourcing, as Egypt 
emerged again for the second year in a 
row on the global outsourcing map to be 
one of the top nine countries in the world 

in this field.
The number of employees in the out-

sourcing business in Egypt increased by 
26%. New companies have entered this 
field, which is witnessing a breakthrough 
and seeing growth opportunities. 

El-Kady also said that Orange will 
have a centre in the Assiut technological 
park, while Vodafone will have a place 
in Borg El Arab, adding that the minis-
try is seeking to create job opportunities 

through companies investing in techno-
logical parks.

He highlighted investments in elec-
tronics, software, surveillance cameras, 
and devices associated with the Internet 
of Things and wireless internet commu-
nication, saying that China's ZTE will 
soon begin to manufacture those products 
in Borg El Arab.

He said that the investment opportuni-
ties available in the New Administrative 
Capital in the field of communications 
and information technology include the 
extension of fibre cables and the estab-
lishment of mobile towers and all the 
smart services to be provided in the pro-
ject, in addition to the expected opportu-
nities in eight new cities, which President 
Abdel Fattah Al-Sisi directed to be smart 
cities.

He said that the ministry is working on 
ending the procedures for handing over 
the land on which Knowledge City will 
be built in the New Administrative Capi-
tal. The designs were completed by an 
English house of expertise.

The city will be on 300 feddans and 
will be a closed area within the New 
Administrative Capital. It will include 
research centres for science, innovation, 
entrepreneurship, software, and com-
puter applications, next to centres and 
institutes for the rehabilitation of young 
people, raising the efficiency of modern 
technology, and employ systems for the 
benefit of society.

Meanwhile, El-Kady said that the 
amendments to the Telecommunications 
Law had a high priority before the issu-
ance of new licences for the 4G, but the 
licences themselves already included the 
sought amendments to the law, so that is 
no longer a priority.

The information crime law will be 
completed during the current parliamen-
tary session, and the personal data pro-
tection and freedom of information act 

is also very important and will be com-
pleted soon, he explained.

He said that a large number of compa-
nies are seeking to be present in the tech-
nological areas for the manufacturing of 
phones, tablets, computers, and laptops, 
because Egypt's position is strategic and 
attractive to the electronics industry and 
its solutions.

Furthermore, El-Kady said that the 
ministry sees great importance in training 
and skills development within its strate-
gic plan, which is closely related to in-
novation and entrepreneurship, and has 
expanded significantly in the training of 
graduates. The ministry used to train 500-
600 graduates per year, but, through the 
presidential programme for the rehabili-
tation of young people for leadership and 
the technological parks, the number will 
jump to 3,500.

He added that the government will take 
all measures to ensure the governance of 
the relationship between Telecom Egypt 
and Vodafone Egypt, after the former ob-
tained a licence to offer 4G services.

In addition, he said that Silicon Waha 
Company has a significant role in the 
development of technological parks, and 
that there are investors who want to con-
tribute to it.

Silicon Waha for Technological Parks 
Company was founded as a joint stock 
company per law No. 159 of 1981 and its 
bylaws, based on a partnership  between 
the Information Technology Industry 
Development Agency (ITIDA) and the 
New Urban Communities Authority 
(NUCA) to operate in the field of plan-
ning, design, implementation, and crea-
tion of buildings and technological parks 
specialised In the field of communica-
tions and information technology, and 
the provision of logistics services and 
the establishment of infrastructure and 
technology projects required for the de-
velopment of these areas.

The Minister of Communica-
tions and Information Technology, 
Yasser El-Kady, estimated the 
target growth size of the ICT sec-
tor at 16.2% in the coming fiscal 
year, adding that the 4G mobile 
services will officially launch be-
fore the end of the current month.
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Activation of new list of sanctions imposed 
on telecommunications companies
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Egypt still attractive, EgyptAir to support 
direct flights: Tourism Minister

The completion of a large part of e-Visa procedures, liberalisation of exchange rate increased demand on Egypt

By Ahmed Saad

The Ministry of Tourism's plan is 
part of the government's medium-term 
sustainable development plan and aims 
to encourage regular flights by operat-
ing direct flights from Paris, London, 
Barcelona, Madrid, and Amsterdam to 
Egyptian tourist destinations.

Tourist rates began to rise again after 
years of decline in light of the setbacks 
Egypt had experienced during the past 
years, and there are indicators to pull 
the sector out of the recession after 
the economic reforms approved by the 
government in the recent period.

"The tourism industry is affected by 
the economic decisions taken by the 
government, some of which had a posi-
tive effect, such as the liberalisation of 
the exchange rate, while others had a 
negative impact, such as the reduction 
of fuel subsidies and the rise in electric-
ity prices," Rashed said.

He added that the decision to liberal-
ise the exchange rate had a clear effect 
on the devaluation of the local curren-
cy, which contributed to the increased 
competitiveness of Egypt as a destina-
tion in the region, since cost is one of 

the most important elements affecting 
travel decisions.

He pointed out that the devaluation 
of the currency is strongly in favour of 
the purchase of goods, products, and 
services that are characteristic of tour-
ism (Khan Al Khalili products, handi-
crafts, carpets and silver), especially 
those locally manufactured, which in-
creases the value added by the Egyp-
tian product.

He pointed out that the decline in the 
currency also increased the demand for 
tourists on safaris, diving, water sports, 
and entertainment.

The minister stressed that Egypt as 
a destination has not lost its attractive-
ness despite the successive crises in 
recent years, which decreased tourism 
movement. The decline of the tourism 
movement was due to the travel ban 
decisions taken by several countries, 
not due to the reluctance of the tourists 
themselves.

He continued: "The movement com-
ing to Egypt began to automatically 
multiply immediately after the removal 
or easing of the embargo, in addition to 

the success of the programme to stimu-
late aviation in various forms."

He added that these reasons have led 
to increased traffic, in addition to tra-
ditional promotional campaigns and 
social networking sites, which have 
significantly reflected movement from 
the Gulf market and emerging markets 
in Asia and Eastern Europe.

He pointed to the increase in tourist 
traffic from Germany and Italy, with 
the encouragement of electronic book-
ing in cooperation with global booking 
sites, such as Expedia, booking.com, 
and others.

He said that the return of tourism 
comes within the framework of the 
positive political movement of state in-
stitutions to support the tourism indus-
try, counter terrorism, and establish the 
importance of achieving security and 
safety for citizens and tourists alike.

He added that the return of Italian 
tourism and the arrival of English and 
Spanish tourists are evidence of the 
positive results of the measures taken 
by the state at all levels.

"We aspire to restore the previous 
rates from those countries, as well as 
target new markets in Central Asia, and 
will focus on marketing campaigns in 
the coming period," Rashed stated.

He pointed out that the application 
of the e-Visa is being executed through 
collective work between the ministries 
of interior, foreign affairs, and commu-
nications, and the Passport and Tour-
ism Authority. A large part of the pro-
cedures for launching the application 
have been terminated, according to the 
minister.

He pointed out that the ministry, in 
cooperation with the Tourism Promo-
tion Authority, is preparing the adver-
tising campaigns and promotion of the 
electronic visa, as the launch will take 

place while the offline visa is still at-
tainable. The launch will test the appli-
cation of the overall visa system.

He said that an agreement was 
reached on a proposal to select Luxor 
as a pilot model to implement the mini-
mum price of hotel rooms.

The ministry has also formed a work-
ing group comprising representatives 
of the private tourism and legal sector 
and the ministry to develop the appro-
priate mechanism and review the sys-
tem of prices and tourist regulations in 
the framework of the classification of 
hotel establishments.

He added that this group has submit-
ted an initial proposal for indicative 
prices that vary according to the nature 
of the destination, the type of accom-
modation, and the classification of the 
hotel.

The number of tourist arrivals in 
Egypt has reached 10.5 million during 
the current fiscal year, compared with 
6.5 million tourists during the last fiscal 
year, with a growth of 61.5%, accord-
ing to a report issued by the Ministry 
of Planning.

The projected revenue for the current 
fiscal year will reach $7.8bn, compared 
to $4.8bn last year - a growth of 62.5%, 
with revenues reaching $28.4bn in 
2019-2020, the report said.

The government plan expects tourist 
arrivals to reach 20 million tourists dur-
ing fiscal year 2019/2020 by increas-
ing inflows from Arab countries and 
traditional or new European markets, 
whether in Europe or Central, East-, 
and South-Asia.

The government forecasts that the 
number of tourists coming from Eu-
rope will rise to 6 million, compared 
with 4.7 million in the previous fiscal 
year, while Arab tourism will rise to 2.6 
million against 2 million tourists.

The Ministry of Tourism plans to provide 
support for direct and regular flights from 
European capitals and cities to Egyptian des-
tinations through EgyptAir.
Minister of Tourism Yehia Rashed told Daily 
News Egypt that negotiations with the Min-
istry of Civil Aviation to provide support for 
direct flights through Egypt Air from the capi-
tals of the world to Egyptian tourist destina-
tions is part of the ministry's plan to increase 
incoming traffic, and eliminate the monopoly 
of charters companies. 
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Promotional campaigns launched in Central Asian countries; 
plan to restore influx rates from Italy, Spain, Britain

By Aisha Zidan

"The company is focusing on the com-
pletion of its projects in Soma Bay in 
2019, because it plans to complete a huge 
project annually," Abo Ali said.

According to Abo Ali, Albatros does 
not deal with the government, represented 
by the Tourism Development Authority, 
when buying land because of the many 
conditions and obligations that it impos-
es and cannot achieve, as he put it, and 
turned to buy 75% of its portfolio of ho-
tels and existing or unfinished hotels from 
troubled investors.

Abo Ali, who is also chairperson of the 
Red Sea Investors Association, criticised 
the method of offering government land. 
“The biggest mistake that the government 
is making is to put the land on auction 
to investors to ensure the highest bidder. 
However, this system generates one-time 
profits from selling land at reasonable 
prices and guaranteeing its entry as a part-
ner with the investor, as well as the taxes 
that will be collected after the establish-
ment of projects on the land.”

The auction system turned the govern-
ment into a land dealer. On the other side, 
the buyers are not specialised in suitable 
projects for the land, so they put them on 
hold for a while and then resell them at 
double the price.

Abo Ali called on the government to 
put development as a strategic objective of 
the land to investors and ensure the estab-
lishment and termination of projects and 
employment. This would provide a large 
number of employment opportunities for 
young people, especially in tourism pro-
jects since they are considered to be the 
largest industry in terms of operating in-
tensity.

He also said that an improvement in the 

tourism sector indicators will be seen in 
the coming year. However, this improve-
ment depends on the government's plan 
and its desire to develop and promote the 
sector. In Egypt, the role and decisions of 
the government significantly affect the 
sector’s growth rates.

He pointed out that this year had al-
ready witnessed a clear improvement in 
the tourism sector, with the support of the 
private sector which is marketing Egypt as 
a destination by organising a public rela-
tions campaign with foreign tour opera-
tors, besides online marketing.

"The government sector has no role to 
play in improving tourism indicators this 
year," he said. It undermines all the plans 
implemented by the private sector in terms 
of non-compliance with contracts with 
tour operators and foreign companies, as 
had happened in the delay in the payment 
of corporate dues in the aviation incentive 
programme, whether casual or regular.

He added that the private sector in the 
coming period must increase promotional 
campaigns, which ensure increased num-
bers of expatriates. In return, the govern-
ment must commit to paying the dues of 
foreign companies, and also to raise funds 
for investors suffering from a sharp de-
cline in revenues since 2011. This was 
caused by the deterioration of 75% of ho-
tel equipment, a lack of liquidity in parent 
companies, and their inability to currently 
conduct maintenance and development. 
Therefore, the hotels cannot receive tour-
ists at the current status.

The president of the Association of 
Red Sea Investors expected the return of 
Russian tourism within four months from 
now, according to statements issued by 
Russian officials, as well as the implemen-

tation of the bulk of the requirements of 
Egyptian airports security, stressing that 
the return of Russian tourism will be an 
achievement of the President and not the 
Ministry of Tourism.

He pointed out that the East-Asian 
markets are also recovering in the current 
period, and highlighted the need to max-
imise them to increase the contracts with 
companies organizing.

He revealed that the Red Sea Investors 
Association will launch a promotional 
campaign in four European countries, 
namely Ukraine, the Czech Republic, 
Germany, and Italy, for four months, and 
agreed with the airlines to operate six 
flights a week for the four months.

Abo Ali considered the reform steps 
taken by the government and the Central 
Bank of Egypt (CBE) at the level of liber-
alising the exchange rate of the Egyptian 
pound, restructuring energy subsidies, and 
raising interest rates as a double-edged 
sword. The liberalisation of the pound’s 
exchange rate helped the tourism sector in 
terms of Egypt as a destination. Rising in-
terest rates and energy prices have caused 
prices to rise and to increase the cost of 
bank financing.

He stressed the need for the government 
to understand the role of the private sector 
as an effective element in development, 
and that it must continuously meet with 
its representatives and the relevant bodies, 
and put his proposals into consideration 
when making influential decisions. 

As for his production company, Abo 
Ali said that it is preparing to produce the 
series El Gamaa 3 at a budget of at least 
EGP 108m, and that it is currently produc-
ing three films, most notably Revolution 
of the People, starring Ahmed El-Sakka.

Albatros Investment Group is preparing to complete the construction and installation of a 
hotel and resort in Marsa Alam on the Red Sea coast with investments worth EGP 650m.
Chairperson of Albatros Group for Tourism Investment Kamel Abo Ali told Al-Borsa in an 
interview that 40% of the 400-room hotel's construction and processing has been completed 
and is due to open by May 2018.

Expected improvement of tourism indicators next 
year, thanks to private sector promotion activity 

Albatros plans to complete grand tourism projects annually
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Promotion 
campaign 
for Red Sea 
investors in 
4 European 
countries, 
agreement 
on 6 flights 
per week 

Marsa Alam 
resort at EGP 
650m cost in 
mid-2018; hotel 
by Soma Bay 
next year
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By Fahad Omran

COSCO Shipping Lines began oper-
ating its logistics area in the industrial 
zone in Ain Sokhna for storage. The 
company aims to achieve 30% growth in 
the movement of inbound and outbound 
ships to Egypt, following its acquisition 
over the Orient Overseas Container Line 
(OOCL) recently.

Mohamed El-Ashry, general manager 
of COSCO Shipping, said the company 
has started to use a new logistics area 
of 600 sqm in the industrial zone in Ain 
Sokhna.

He noted that operating the new stor-
age area will save the company between 
60% and 70% of annual storage cost.

He added that the company is working 
to use the logistics area for the storage 
activity of COSCO lines, and ruled out 
the intention to contract with other ship-
ping lines to offer them storage spaces, 
especially after the acquisition of OOCL, 
which added 96 new ships to COSCO 
fleet.

COSCO had acquired OOCL in a $6bn 

deal, making it the third largest container 
carrier in the world.

El-Ashry said that the business of the 
company and the movement of its ships 
will double in the coming period. 

Moreover, he predicted a 30% increase 
in the company's incoming, outgoing, 
and transit traffic over the next few 
months of 2017, with the possibility of 
doubling growth over the coming years.

He ruled out expanding in Egypt in 
2017, especially after operating the stor-
age area in Ain Sokhna.

Yet, he said that the company could 
expand in the coming year after reaching 
an agreement regarding the utilisation 
of a quay in East Port Said port with the 
Suez Canal Economic Zone.

The Suez Canal Economic Zone and 
the armed forces are developing 5 km 
of new berths in East Port Said, as part 
of expansions aimed at transforming the 
port into a global hub for navigation.

COSCO Shipping Lines is one of the 
largest shipping and logistics compa-
nies in Egypt, and the agent of China’s 
COSCO that provides shipping and inte-

grated logistics services.
El-Ashry said that there is nothing to 

prevent the company from increasing 
its stake in the Suez Canal Container 
Terminal up from 20% when both 
companies are competing for container 
transit trading activity in the Mediter-
ranean, through the Greek port of Pi-
raeus.

He downplayed the feasibility of the 
Suez Canal Authority's decision to grant 
new discounts on port services fees, such 
as guidance fees, and considered them 
insufficient, as these fees do not repre-
sent a major burden on shipping lines, 
but the problem is the double collection 
of the fees.

He said that the introduction of the 
consolidated bill next month will signifi-
cantly contribute to solving the problem 
suffered by shipping lines.

He called for the granting of new cuts 
on the transit fees of ships in the Suez 
Canal, taking into account changes in oil 
prices to enhance competitiveness with 
the route of Cape of Good Hope, benefit-
ting long-distance vessels.

Operating 
the Sokhna 
logistics area 
saves 70% of 
annual
 storage
 allocations

China's COSCO Shipping Lines expects 
30% growth in Egypt business this year

The application of the consolidated invoice next month will solve the problem of double charge collection

Success of propositions requires enabling environment, pricing that will 
bring higher returns to subscribers compared to interest, says Fathallah

By Mahmoud Abu Bakr

The last of the government's propos-
als dates back to 2005, when three offer-
ings attracted some 50,000 investors to 
the market—a figure higher than the total 
active traders currently in the market. At 
the time, they pushed the main index to 
rise during the following two years by 
over 100%, boosting the market to score 
12,000 points in 2007.

According to official data, the govern-
ment is working on the preparation of 
studies for listing and offering 11 gov-
ernment companies on the EGX. Those 
companies operate in the fields of petro-
leum and financial services. The first run 
will be Engineering for the Petroleum & 
Process Industries (Enppi).

Good pricing for securities to be of-
fered was atop the requirements high-
lighted by money market experts for the 
success of the offerings. However, the in-
dependence of the management and their 
understanding of the interrelationship 
between the parties and the interests of 
the parties associated with the company, 
emphasizes the need for a strong system 
of governance away from the privatisa-
tion of the administration.

The term privatisation has been ac-
companied by bad reputation and has be-
come a source of concern for the govern-
ment and investors alike, ever since the 
transition plan in 1991, which targeted 
mainly large proceeds from selling com-
panies, regardless of the value of their as-
sets. Courts have seen many cases, some 
of which are still pending, to nullify the 
decisions of privatisation or selling com-
panies, which also increased following 
the 25 January Revolution.

Economic expert Hany Tawfik said 
that the scenario of selling the public 
sector should not be repeated in the way 
it was done in the past, as in some cases 
they were sold cheaper than their worth. 
This led to the erosion of state owner-
ship. Hence, he called on the government 
to categorise the potential companies 
into three segments.

Tawfik explained that the first category 
includes losing companies, which can no 
longer be restructured due to the floating 
or depreciation of equipment and capital 
assets, or lack of competitiveness with 
players in the market. These companies, 
he said, should be sold as assets to inves-
tors to use them in other activities they 
deem useful, or sell them and achieve 
returns from the transaction.

The second category includes govern-
ment companies that make losses, but 
need technical expertise and exports 
to become profitable. Such companies 
should be handled by increasing the com-
pany's capital and inviting a strategic in-
vestor to contribute to their management 
alongside the state and participate in the 
necessary development and structuring.

The third category is government 
companies that have a profitable oper-
ating structure and need more horizon-
tal expansions to penetrate new foreign 
markets or expand vertically through the 
introduction of new products. The capi-
tals of these companies should be raised 
to increase their competitiveness and of-
fer them on the EGX.

"I would rather have a small share of 
a big cake than a large share of a small 
cake," Tawfik said. "The government 
should focus on raising the capital of 
these companies rather than partially exit 
to finance their growth."

The latest public offering of Egyptian 
companies was in 2005 through Telecom 
Egypt, Alexandria Mineral Oils Co SAE 
(AMOC), and Sidi Kerir Petrochemi-
cals Co SAE (Sidpec), in addition to the 
Egyptian Fertilizers Company (EFC).

EFG Hermes co-head of Investment 
Banking Mostafa Gad said that the most 
important factors for the success of gov-
ernment proposals is the availability of 
an investor's guarantee of professional 
management, independent from the po-
litical administration of the state, next 
to other determinants related to the at-
tractiveness of the sector in which each 
company operates and reliance on strong 
business results spanning, at least, the 
past three years.

He stressed that the evaluation proce-
dures of government companies should 
be subject to the same evaluation pro-
cedures for private sector companies to 
reassure the selling party, namely the 
state, with fair evaluation without exag-
geration, since evaluation stems from the 
market and the institutions and funds op-
erating in it.

He noted that studies and evaluations 
by the state would take time. Gad called 
that a normal thing to ensure that sales 
and placement decisions were supported, 
and to reach the nearest market price. 
"The financial results of the last three 
years before the IPO may not reflect a 
good price for the offering, prompting 

the concerned parties to postpone the sale 
until the financial situation improves," he 
explained.

Gad said that the current turnover on 
the market is weak, where most stocks 
are at low price levels. He predicted that 
the turnover could revive by the begin-
ning of 2018 in conjunction with the 
start of the programme of government 
proposals, which would attract strategic 
investors and foreign funds.

He pointed out that the market needs 
new large-sized card sets that can be 
used as players in the market. "The mar-
ket lacks blue chips," he stressed, adding 

that even the performing companies now 
are still smaller than the requirements 
targeted by foreign institutions and 
funds, in terms of volume and minimum 
liquidity injected.

Gad said that Hermes received many 
inquiries by foreign funds and institu-
tions to participate in government pro-
posals, offering investments between 
$250m and $400m per offering, but 
stipulating a good performance record 
of the companies and the privatisation of 
the administration, as well as abiding by 
governance rules.

Aly El-Tahry, managing partner and 

co-founder of Catalyst Partners, said 
that previous experiments confirmed that 
the enforcement of the rules of govern-
ance and changing management patterns 
can help companies subject to an IPO 
compete with private sector companies 
working in the same area, but the private 
equity ratio should be between 65% and 
75%, next to focusing ownership in an 
institutional manner, to create the desired 
structural impact and to avoid fragmen-
tation of private property.

He noted that Madinet Nasr for Hous-
ing & Development (MNHD) is the 
most successful privatisation example in 

Egypt, as its performance remained mar-
ginal since it was listed in 1996 until the 
government sold an additional share of 
20% of the total capital in 2006. "Only 
then, the private sector owned 85%, 
making the new structure the u-turn in 
the history of the company, for which 
market value has been increasing over 
the past three years," he explained.

He added that relying on the quality of 
the sector to ensure the success of the of-
fering is not a top priority for investors.

Furthermore, foreign direct invest-
ment (FDI) expert Amr El Kady said that 
choosing a good promoter for the IPOs 
and good pricing, as well as offering at 
least 50% of the shares to ensure priva-
tisation of administration, are all main 
axes for the success of the propositions.

He noted that the main problem for 
public sector companies is the inefficien-
cy of their boards of directors, given the 
nature of selection and the absence of re-
lated incentives, which undermine effec-
tive regulatory decisions and regulations.

He highlighted a number of factors 
that threaten the IPO operations, namely 
the tightening of the boards of directors 
of government companies in pricing, 
fearing to fall under the guillotine waste 
of public money, and the need to prepare 
the media for the appropriate atmosphere 
for the success of the process.

Radwa El-Swaify, head of research at 
Pharos Holding, said that the economic 
indicators suggest that low interest rates 
will benefit the investor and reduce the 
cost of alternative opportunity, which is 
borne by investors should they decide to 
invest in the coming government offer-
ings.

Mohamed Fathallah, managing direc-
tor of Al-Tawfik Brokerage Firm, said 
that the recovery in trading volumes de-
pends on the seriousness of the offering 
and the good promotion of attracting new 
investors to the market from foreigners, 
Egyptians, and Arabs.

He pointed to the market's need for 
proposals at prices without valuation, the 
expansion of the base of dealers, and the 
recovery of capital that leaked out of the 
EGX. More important than the specific 
sizes of the proposals is to create the 
appropriate environment, which accom-
modates new companies, and the need to 
cancel the stamp duty which scaled down 
the market's turnover.

"Reducing interest rates and abolish-
ing the stamp duty would be a message to 
investors of market readiness to receive 
capital and its ability to ensure strong re-
turns on such funds," he explained.

"According to current conditions, sub-
scribers in government offerings expect 
achieving a margin of 30%-40% to com-
pensate for the high interest rates and 
channeling the liquidity in saving vessels 
into the capital market," he added.

Finally, Mostafa Nagaty from Arqaam 
Capital said that proposals would raise 
the competitiveness of the Egyptian 
market against many other emerging 
markets, attracting many foreign inves-
tors in these markets and possibly in-
creasing investments from neighbouring 
regional markets.

Tawfik

Propositions
must aim to
 secure liquidity 
for companies and 
strengthen
 governance

Gad

Hermes received 
inquiries from 
foreign funds, 
institutions to
 subscribe 
government IPOs 

El-Tahry

Increasing offered 
share, focus of pri-
vate ownership in 
institutional form 
ensure success of 
programme

The capital market is preparing to welcome two new 
initial public offerings (IPOs) in the coming months to 
start a programme of public companies' IPOs on the 
Egyptian Exchange (EGX). Experts in the securities 
industry expect that these proposals will attract new 
categories of investors to support the trading activity 
and increase its value.
The government also hopes to raise US dollar rev-
enues from the companies' proposals in the EGX 
and raise the efficiency of its management, including 
reducing the budget deficit.

Public companies IPOs: government enters test 
Money market hopes to restore investors; government looking to collect dollars
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By Mustafa Fahmy and
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A number of investors agreed that 
acquisitions, mergers, and expansions 
in the health sector have declined sig-
nificantly during the past eight months. 
They attributed the decline to high 
prices required by corporates wishing 
to exit health projects, the scarcity of 
investment-attractive public hospitals, 
high costs of construction, rise of land 
prices, and fluctuating foreign ex-
change rate.

Khalid Samir, a board member of 
the Healthcare Chamber at the Federa-
tion of Egyptian Industries (FEI) and 
managing director of Dar El Oyoun 
Hospitals and Centers, said that the 
acquisitions in the health sector have 
significantly declined over the past 
months due to the scarcity of eligible 
corporates for acquisition and merging. 

Samir added that the last two years 
witnessed the conclusion of many ac-
quisition deals of major hospitals, but 
that currently the number of corpora-
tions qualified for acquisition is very 
limited.

During the past years, major acqui-
sitions have taken place in the health 
sector. The Cleopatra Hospital of 
Abraaj Group had acquired Cairo Spe-
cialized, Nile Badrawi, Al Shorouk, 
and Cleopatra hospitals. The Andalu-
sia Group for Medical Services also 
acquired two hospitals in Cairo and 
Alexandria. Additionally, the Saudi 
Health Investment Company (SHIC) 
purchased a controlling interest of Ibn 
Sina Specialized Hospital in Giza.

"The health sector is divided into 
three segments: large hospitals (more 
than 100 beds), medium hospitals (less 
than 50 beds) and small medical cen-
tres (15 beds). Most of the last acquisi-

tions targeted large hospitals that pro-
vide public services," Samir said.

He attributed the decline in acquisi-
tions in the health sector to the high 
prices asked for by corporates wishing 
to exit health projects, an increase of 
hospitals offered for sale, and the re-
cent tendency of major hospitals to es-
tablish management companies rather 
than purchase hospitals.

He pointed out that the last period 
witnessed the emergence of new kinds 
of investment in hospitals, including 
management, and finance and man-
agement, in which the management 
company owns a share of the hospital’s 
capital. These new types of investment 
will reduce the acquisitions of hospi-
tals that provide public services.

Samir expects that investors will 
purchase specialised hospitals, par-
ticularly for eyes, urology, microscopy, 
and obstetrics, while mergers will de-
cline.

He called on the government to pro-
vide land at low prices for investors to 
implement health projects in the new 
cities. In return, those hospitals would 
provide 10% of their services free of 
charge. Samir noted that encouraging 
local investors to expand in medical 
services protects the market from the 
control of foreign companies.

He suggested that the government 
should launch projects to build health 
cities using healthcare development 
companies, just like industrial cities.

He explained that these cities would 
attract major investments in the fields 
of pharmacy, specialised and general 
hospitals, and medical centres. They 
would also significantly contribute 
to maximise the proceeds of medical 
tourism targeted by the state.

Samir predicted that 2018 will see 
the entrance of new European compa-

nies in the local market, and the expan-
sion of projects by domestic investors.

The Saudi German Hospital is plan-
ning to establish four new hospitals in 
Giza, Ismailia, Assiut, and New Cairo. 
Andalusia will also establish two new 
hospitals in 6th of October City and 
the Fifth Settlement with EGP 750m 
investments. Moreover, Cleopatra 
Hospitals Group allocated more than 
EGP 1bn to acquire two hospitals and 
manage a third one, as well as the es-
tablishment of a number of specialised 
clinics.

However, Samir expressed his con-
cerns over the Ministry of Health's 
probable imposition of fixed pricing 
for health services provided by the pri-
vate sector by the next year.

"Fixed pricing violates the free mar-
ket rules and the government will not 
be able to invite anyone to invest in 
the sector if it imposed fixed prices for 
health services," Samir warned.

He added: "There are four main fac-
tors that determine the pricing of health 
services in Egypt, namely the prices of 

land, the US dollar price, the philoso-
phy of the free market itself, and the 
need for continuous development of 
healthcare service."

Mustafa El-Asmar, a member of the 
Healthcare Chamber at the FEI, upheld 
those concerns and said that the cham-
ber had not received any suggestions 
regarding the fixed pricing to be im-
posed on hospitals and private clinics 
from the Ministry of Health.

"It is not that easy, and the Ministry 
of Health has to put it up for communi-
ty discussion," El-Asmar said. He add-
ed that the Healthcare Chamber will 
hold a meeting to discuss the matter. 

The Ministry of Health's Central Ad-
ministration of Free Treatment plans to 
impose a fixed pricing rate for health 
services provided by private hospitals 
and clinics in the next year, according 
to Ali Mahrous, head of the adminis-
tration. 

The Egyptian market includes 2,020 
private hospitals, 380,000 clinics, 40 
transplant centres, and 582 dialysis 
centres. All of them will follow the 

government’s fixed pricing.
El-Asmar said that the healthcare 

sector in Egypt is still attractive for 
investment, in light of the increase of 
population and the market's need for 
quality medical services.

He pointed out that the specialised 
medical centres, which play a main 
role in the healthcare system, require 
more investment. 

El-Asmar attributed the decline 
in acquisitions during the past eight 
months to the delay in the issuance of 
the executive regulations of the New 
Investment Law, which will show the 
incentives and facilities to be provided 
for the sector.

He expected that new Arab and for-
eign investments will be injected into 
the Egyptian market during the coming 
period, stressing that the government 
should obligate new investors to pro-
vide high quality medical services.

The Central Bank of Egypt's (CBE) 
decision to float the Egyptian pound 
last November has contributed to the 
decline of Egyptian hospitals' value 

which makes them more attractive to 
foreign investors, said Ghada Ganzo-
uri, representative of the Healthcare 
Chamber of the FEI.

She pointed out that there is a strong 
demand from Gulf investors to invest 
in the healthcare sector in Egypt, since 
it still retains the lead of the most at-
tractive sectors in the country.

Economic analyst Sharif Abdel Mo-
ati said that the next year will be better 
in terms of expansions and new acqui-
sitions in the healthcare sector.

He added that the sector was affected 
by a delay in the issuance of some leg-
islation, especially the New Investment 
Law and its executive regulations, as 
well as the fluctuation of the foreign 
exchange rate after the flotation of the 
Egyptian pound.

"Investments have generally de-
clined in the past eight months, and 
the implemented investments were al-
located to certain sectors that are able 
to achieve significant export returns," 
he said. 

Abdel Moati said that the CBE's de-
cision to increase interest rates by 7% 
gradually from last November to Sep-
tember has greatly affected the invest-
ment. 

"Who can guarantee achieving high-
er yields than the banks' interest rate on 
deposit which amounts to 18.75%?" he 
wondered. 

Despite these concerns, Abdel Mo-
ati expressed his optimism for the ap-
proaching issuance of the new health 
insurance law that will be submitted 
for discussion to the House of Repre-
sentatives in the next month. 

"The new law will have a positive 
impact on the sector, but it depends on 
the implementation mechanisms on the 
ground and the pricing of services," 
Abdul Moati stressed.

Major entities 
move to
 establish
 management 
companies; 
new players to 
emerge in 2018

Healthcare sector investments expected 
to revive following drop in 2017

Acquisitions decreased due to overpricing and increasing offerings, says Samir

By Husseini Hassan

The government's expansion in foreign 
borrowing over the last three years has 
raised many concerns about Egypt's abil-
ity to repay its foreign debts in light of its 
regular foreign exchange flows.

Egypt has doubled its foreign loans 
since 2011, jumping from $35bn to $74bn 
today. Most of the increase occurred in the 
last two years as the total external debt re-
corded $48bn at the end of 2015.

Since 2015, the government has ex-
panded in obtaining foreign loans and 
bilateral funding from international fi-
nancial institutions. It has agreed with the 
World Bank and the African Development 
Bank (AFDB) to obtain $4.5bn in loans 
over a three-year period, with the latest 
tranche of $1.5bn to be delivered by the 
end of the year. 

Egypt has already received about $4bn 
from the International Monetary Fund 
(IMF), representing the first and second 
tranches of a loan worth $12bn approved 
by the IMF in August 2016 within an eco-
nomic reform programme. This includes 
the liberalisation of the Egyptian pound’s 
exchange rate, the application of value-
added tax (VAT), the reduction of energy 
subsidies, and the issuance of new laws on 
investment and the business environment.

The government has also successfully 
raised US dollar-dominated bonds in in-
ternational markets since the beginning 
of this year, offering $7bn in bonds on 
the Luxembourg Stock Exchange and re-
ceived subscription applications of $24bn. 

According to the IMF-supported gov-
ernmental economic reform programme, 
the external debt of Egypt will reach 
$82bn in this fiscal year and $102.4bn by 
FY20/21. 

Egypt's economic reform programme 
estimated that Egypt's foreign debt may 
reach $66bn and a debt service of about 
$5.8bn in this fiscal year. However, the 
actual borrowing levels exceeded those 
expectations to reach $73.8bn at the end 
of March.

Egypt is currently working on replac-
ing its short-term foreign debt with a 

long-term one through issuances on in-
ternational markets with maturity periods 
of 5-30 years, in addition to the IMF loan 
which lasts about 10 years, an official in 
the Central Bank of Egypt (CBE) said.

The CBE and the government mainly 
relied on borrowing to rebuild the coun-
try's foreign exchange reserves, which re-
corded $36.036bn at the end of July. 

Credit ratings agency Moody's com-
mented on the rise in Egypt's foreign ex-
change reserves, saying that despite the 
significant improvement in Egypt's ex-
ternal liquidity position over the past 12 
months, the increase in foreign reserves 
was mainly driven by debt flows, which 
led to an increase in the external debt 
level.

Egypt is required to repay more than 
$10bn during the current fiscal year, 
which are mostly deposits from the Arab 
Gulf countries in 2013, 2014, and 2015, a 
senior assistant of the CBE governor said.

The CBE can repay all these commit-
ments as a result of the economic reforms 
undertaken by the government and the 
bank, which have led to the increase in 
foreign currency reserves.

Analysts say that Egypt has the ability 
to meet its external obligations and pay 
the debt service in the coming period, 
pointing out that the country had not de-
layed the repayment of external dues in 
the past years.

The central government and local gov-
ernment units account for the highest val-
ue in foreign debt by $32.2bn, followed by 
the monetary authority by $29.9nn, other 
sectors by $7.7bn, and the banks by about 
$4bn.

Fakhri Al-Fekki, a professor of eco-
nomics and a former executive director 
of the IMF, said Egypt has the ability to 
meet its foreign commitments, whether 
loans secured by the government or loans 
obtained by the government. 

He added that the external debt current-
ly accounts for 30% of the GDP, and that 
the repayment of instalments depends on 
foreign reserves and the foreign exchange 
in the banking sector. 

Al-Fekki pointed out that the balance of 
payments surplus is directly added to the 
reserves, adding that the ability to repay 
dues is not only linked to the regular re-
sources of foreign currency, as Egypt has 
some Gulf deposits that are owned by it 
until they mature.

The balance of payments surplus be-
tween July and March during the last fis-
cal year reached $11bn, of which $9bn 
was collected in the period following the 
liberalisation of the exchange rate in early 
November 2016, against a total deficit of 
$3.6bn in the same period in the previous 
fiscal year. 

Al-Fekki said that most of the debts that 
Egypt has recently received are long-term 
debts, as some of the international bonds 

last about 30 years. 
Long- and medium-term debts account 

for 83% of the foreign debts reaching 
$61.3bn, while short-term financing rep-
resents $12.6bn, according to the CBE. 

Al-Fekki attributed Egypt's reliance on 
foreign borrowing during the past years 
to its low interest rates compared to lo-
cal debt, as well as providing foreign ex-
change to the market.

The CBE said that more than half of 
Egypt's external debt is not government-
related, since the government's share of 
external debt is about 18% of the GDP, 
while the total external debt is about 41% 
of the GDP.

Foreign debt servicing rates reached 
15.6% of commodity exports, up from 
12.3% in December 2015.

The liberalisation of the exchange 
rate in last November and the raising of 
deposit and borrowing interest rates by 
about 700 basis points contributed to 

an increase in foreign subscriptions to 
government debt instruments, which ex-
ceeded 20%.

Al-Fekki said that the regular sources of 
foreign currency in Egypt are the oil sec-
tor and the Suez Canal, pointing out that 
Egypt will secure $5bn after the start of 
production in newly discovered gas fields. 

Minister of Petroleum and Mineral Re-
sources Tarek El-Mulla recently stated 
that the first stages of production of the 
Zohr gas field will start before the end 
of this year, while the rest of the stages 
will be completed during 2018. The new 
gas field's total production is estimated at 
$2.7bn cubic feet per day, equivalent to 
half of Egypt's current natural gas produc-
tion. 

The Suez Canal and tourism services 
are among the most important regular 
sources of foreign currency in the Egyp-
tian economy. 

Amr Hassanein, chairperson of Mid-
dle East Rating and Investor Services 
(MERIS), said that Egypt has the ability to 
serve external debt in the coming period. 
He pointed out that Egypt has not post-
poned paying international obligations in 
the last 40 years. 

Hassanein added that Egypt has differ-
ent sources of foreign currency, includ-
ing external support and bilateral funds 
received from countries and international 
institutions.

Despite Egypt's high debt rates and in-
creasing risks, the government would be 
able to repay those debts, he asserted.

Hassanein noted that the rise in Egypt's 
external debt balances does not represent 
any problem, but more importantly that 
the government should have a plan for the 
repayment of debt and debt services. 

He said that the institutional construc-
tion of foreign exchange sources is in need 
of restructuring to increase revenues, by 
supporting institutions that increase the 
volume of Egyptian exports.

According to data provided by the IMF 
programme with Egypt, the debt service 
will record about $3.5bn in the current fis-
cal year, $3.4bn in FY18/19, and $3.6bn 
in FY19/20.

We are structuring the country's external debt to be long-term, says source at CBE

Will government succeed in depending on 
long-term external debts?

Low interest rates, foreign currency availability, openness to the world are most important features of the plan

Khalid Samir Mustafa El-Asmar



NUCA embarks on new phase of partnership 
with real estate developers: Abbas

Revenues from 24,000 plots offered to individuals in 19 new cities amount to EGP 20bn

14
plots offered 
to companies 
through closed 
envelopes
 expected to 
proceed EGP 
12bn

Agency issued a special bulletin for producer prices in June in order to protect the rights of investors, says El-Guindy

By Mohamed Darwish

The second phase of the partnership 
projects includes 13 plots with areas 
ranging between 58 and 2,800 feddans, 
including six plots in New Cairo; one 
plot in 6th of October City; five plots 
in Sheikh Zayed; and one plot in South 
Marina. The activities of the plots in-
clude integrated urban to mixed tourist 
activities.

Abbas pointed out that NUCA sold 
over 120 conditions booklets for the 
partnership projects since the booking 
was opened on 30 July.

The companies that bought the 
booklets includes Emaar Misr, Madi-
net Nasr Housing & Development, 
Sixth of October Development & In-
vestment (SODIC), Palm Hills, Rooya 
Group, Orascom, Heliopolis For 
Housing & Development, Maadi for 
Development & Reconstruction, Tat-
weer Misr, Capital Group Properties, 
ARDIC for Real Estate Development, 
Al Ahly for Real Estate Development, 
Hassan Allam, and Mabany Real Es-
tate.

Abbas said that selling the plots is 
done through sharing with in-kind 
or cash shares or a mix of both with 
the leading development companies, 
which have prior expertise in devel-
oping projects of no less than the total 
area and according to the previous ex-
perience and solvency appropriate to 
the plot of land.

He explained that the companies 
will begin to submit their offers from 
24 to 28 September. The down-pay-
ment is set at 2% of the total value of 
the plot, which differs depending on 
the area and location.

He pointed out that the NUCA re-
ceived 60 offers from Egyptian and 
Arab companies to develop projects 
in partnership. The authority called for 
companies to resubmit their offers at 
the official announcement of the ten-
der to compete in giving the state the 
biggest share in the project and the 
least implementation time.

The list of companies that made a 
previous bid for the partnership with 
the NUCA includes a number of Sau-
di companies such as Dar Al-Maaly, 
Aqary, a subsidiary of Salman Abdul-
lah bin Saedan Group, Marakez, an 
Egyptian subsidiary of Saudi Arabia's 
Fawaz Al Hokair Group, and a number 
of big Egyptian companies.

Abbas expects that the second phase 
of the partnership projects to witness 
a turnout of Egyptian and Arab com-
panies, after the success of the first 
phase and the signing of four contracts 
of projects on 1,927 feddans in New 
Cairo and 6th of October City with in-
vestments of EGP 150bn.

He said that the companies that 
won the land of the first phase of the 
partnership projects have obtained the 
ministerial decisions on their projects, 
and a number of them began to imple-
ment projects.

The NUCA signed a contract with 
Palm Hills to develop 500 feddans in 
New Cairo, along with two contracts 
with Sisban — Mountain View for a 
project of 500 feddans in New Cairo 
and another in 6th of October City on 
479 feddans. The last contract was 
signed with Arabia Group For Real 
Estate Investment to develop 557 fed-
dans in 6th of October City.

Abbas estimated the expected pro-
ceeds from selling 14 plots through a 
closed-envelope tender at EGP 12bn.

The offering includes 14 plots for 
urban activity ranging from 10 to 105 
feddans in 6th of October, Obour, 
Shorouk, Sheikh Zayed, New Aswan, 
and New Damietta cities. The NUCA 
sold about 100 booklets of conditions.

The NUCA will sell to the company 
that offers the highest price per sqm 
with accepted technical conditions. 
The insurance for entering the tender 
ranges between EGP 750,000 and EGP 
9m according to the location, area, and 
activity of each piece.

Expected proceeds for offering 
24,000 plots for individuals in dis-
tinguished, most distinguished, and 
social housing axes amount to EGP 

20bn, next to EGP 12bn from selling 
14 plots through a closed-envelope 
tender.

Abbas said that the NUCA sold over 
200,000 booklets since the booking 
was opened on 30 July and that about 
120,000 paid down-payments.

He added that the NUCA will pre-
sent architectural models of all the 
necessary executive drawings to ob-
tain licences, so that the winner of the 
tender can obtain permits right after 
receiving the land.

He added that the expansion in of-
fering lands to individuals aims to 
counter land trading by providing the 
largest number of pieces with com-
plete facilities, and contribute to the 
development of new cities, as well 
as provide employment opportunities 
through these projects.

He described the popularity of the 
recent offering of Beit al Watan project 
for Egyptians working abroad as big, 
noting that the NUCA sold all plots 
offered in New Cairo, New Damietta, 
Obour, Badr, Sadat, and 6th of October 
cities. He added that the NUCA also 
received extra requests to obtain lands 
and is currently studying presenting 
the offers to the Cabinet to supply ap-
plicants with lands.

The latest Beit Al Watan offering in-
cluded 3,795 plots.

Abbas said that the introduction 
of Dar Misr units for middle hous-
ing has seen a moderate turnout from 
Egyptians abroad and will be put the 
remaining units in the new announce-
ments of the project.

The NUCA offered 3,906 units 
in Dar Misr projects for Egyptians 
abroad in 6th of October, 15 May, 10th 
of Ramadan, Sadat, Borg El Arab, 
Badr, Obour, and New Damietta cities.

He added that the NUCA sold 2,311 
units offered to Egyptians abroad from 
its in-kind share in Rehab and Ma-
dinaty in New Cairo, including 1,161 
units in Rehab and 1,150 units in Ma-
dinaty.

The NUCA estimated the price 
per sqm in Rehab units at EGP 8,835 
($490) and $402 per sqm in Madinaty 
units, while the exchange rate is calcu-
lated at EGP 18.1 to the US dollar.

Abbas explained that the NUCA is 
preparing to launch a new phase of its 
in-kind share in Madinaty and will an-
nounce early 2018.

The NUCA targets implementing 
100,000 units within the Sakan Misr 
project for distinguished housing, as 
it has offered 40,000 units in the first 
phase to measure demand and sold 
50,000 booklets since booking started 
on 15 August.

Each of the units offered is 115 sqm. 
A down-payment of 10% is required to 
prove seriousness, another 10% is paid 
after winning the draw, and the third 
tranche of 10% is paid after receiv-
ing the unit. The remaining amount is 
paid over five years with no interest or 
with an interest of 8.5% over 15 years 
through mortgage finance.

He explained that the NUCA is pre-
paring the detailed plans for the expan-
sion of New Cairo, 6th of October, and 
Sheikh Zayed in preparation to offer 
lands for individuals and investors, as 
well as projects for social and average 
housing.

He pointed out that the NUCA plans 
to add 71,000 feddans to 6th of October 
City and 15,000 feddans to New Cairo, 
next to 9,300 feddans to Sheikh Zayed.

Abbas said that 6th of October City 
was divided into three cities after add-
ing the current expansion to become 
6th of October, October Gardens, and 
New October.

Abbas said that the NUCA is pre-
paring to offer the third phase of the 
Dar Misr project for middle-income 
housing this year and has put forward 
tenders to implement 15,000 units in a 
number of cities.

He added that the units are being 
priced through the relevant committees 
to determine the value of the square 
metre, after the recent increases in the 
cost of implementation. He, however, 
noted that the prices will be lower than 
their counterpart in the private sector.

He explained that the NUCA will 
deliver 31,000 units in eight cities in 
the first phase of Dar Misr this year, 
except for Koronfel area in New Cairo, 
which will be delivered in 2018.

The second phase of the Dar Misr 
project includes 25,000 units distribut-
ed over 12 cities and will be delivered 
within the second half of 2018.

Abbas also said that the NUCA is-
sued 34 ministerial decisions for de-
velopment projects in the past four 
months, including 11 decisions in 
May, nine decisions in June, four deci-
sions in July, and 10 in August.

He explained that the most promi-
nent companies that received minis-
terial decisions for their projects in-
clude Talaat Moustafa Group which 
obtained a ministerial decision for 
developing 1,465 feddans in Madinaty 
and 895 feddans in Rehab Extension in 
New Cairo.

Moreover, Hyde Park received a 
ministerial decision for the develop-
ment of 1,447 feddans in its projects 
in New Cairo, while Mountain View 
received decisions for 479 feddans in 
6th of October City, and Palm Hills for 
117 feddans of a total 500 feddans in 
New Cairo.

This is in addition to a ministerial 
decision for Zayed Edge for 13 fed-
dans in Sheikh Zayed, two decisions 
for Raslan Real Estate Investment for 
10 and 60 feddans in New Cairo, a 
ministerial decision for Lake View for 
77 feddans, another decision for Egy 
Gap for 23 feddans in Shorouk, and a 
ministerial decision for Cairo Univer-
sity for 575 feddans in 6th of October 
City to establish a new branch.

According to Abbas, the projects 
launched by the NUCA will attract 
foreign investments, especially Gulf 
investments, including Emirati and 
Saudi. He added that the projects will 
provide over 250,000 direct and indi-
rect job opportunities.

He stressed that the NUCA is keen 
to speed up the issuance of ministerial 
decisions and solve the problems that 
can face investment projects, in addi-
tion to offering plots of land for inves-
tors to establish housing and service 
activities to meet all needs.

The NUCA introduced amendments 
to the new real estate bylaws to ensure 
the speed of issuance of ministerial 
decisions and accelerate the develop-
ment process of new projects.

Abbas said that the NUCA has start-
ed activating the system of extracting 
building permits in the new cities, in 
cooperation with the consulting offic-
es, so that the officials of the licences 
of the city authorities will review the 
structural requirements only, and if 
they match, the building licence is tak-
en on the responsibility of a consultant 
accredited by the union.

He added that between 2 May and 
31 July, the number of permit requests 
reached 1,900 in 10th of Ramadan, 
Sheikh Zayed, 6th of October, New 
Cairo, Obour, Shorouk, and Badr cit-

ies, including 1,500 permits granted 
already.

Abbas said that the number of NUCA 
cities will reach 40 after establishing a 
number of new ones, including New Al-
Alamein, East Port Said, New Mansoura, 
New Obour, New Luxor, West Qena, 
West Assiut, Al-Fashn Al-Jadida, and 
New Mallawi, as well as the New Ad-
ministrative Capital.

He added that the NUCA began 
developing Nasser and West Qena to 
implement the urgent phase in two cit-
ies. The New Luxor area is estimated 
at 8,900 feddans and New Mansoura 
at 5,000 feddans.

The NUCA established two new 
authorities for October Gardens and 
New October to improve the services 
provided to citizens, after large expan-
sions to city to become twice as big as 
Cairo.

Abbas explained that the planning 
and projects department in the NUCA 
completed planning 6,000 feddans in 
a number of new cities, including 6th 
of October, New Cairo, New Assiut, 
New Beni Suef, Obour, New Sohag, 
15 May, and New Qena.

Abbas said some of the cities had 
been fully developed, so the unexploit-
ed spaces are being planned.

In addition, he said that NUCA's 
strategy is based on developing exist-
ing first and second generation cities, 
as well as completing the development 
of the third generation cities, and begin 
developing fourth generation cities.

He added that the growth rates in the 
real estate sector during the current pe-
riod is very good in conjunction with 
the increase of investment land pro-
posals for different uses.

He highlighted a NUCA study that 
showed that each 1,000 sqm can ac-
commodate 36 temporary workers for 
18 months.

He said that the number of cus-
tomers with the NUCA has increased 
significantly during the last period, 
adding that it allocated lands for indi-
viduals according to different income 
levels, besides issuing ministerial de-
cisions to implement investment pro-
jects in the new cities.

Finally, he said that the NUCA aims 
to provide various products in the 
real estate sector and plan proposals 
and announce them every 3-4 months 
throughout the year, including lands 
and units suitable for different seg-
ments of income.

The New Urban Communities Authority (NUCA) is plan-
ning to expand its partnership projects with the private 
sector. The planning and projects sector has completed 
preparing 50 distinguished plots in a number of new cit-
ies, including 13 plots announced in the last offering two 
months ago.
Walid Abbas, aide to the Housing Minister for Urban 
Communities Affairs, said that the lands are in a number 
of new cities, including New Cairo, 6th of October, New 
Damietta, and New Aswan.
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We are preparing 50 plots to offer for partnership with private sector



Economic reform programme part of Al-Sisi's bold decision 
to put Egypt back on global investment map: Abou El-Enein

There is great potential European demand on investment in Egypt; massive capital to flow in soon

The reform plan solved the most  important foreign exchange, revenue repatriation crises

BY Hussein Abd Rabo
and Mostafa Fahmy

Businessman Mohammed Abou El-Enein knows the demands of Euro-
pean investors and the incentives to attract them to the local market, 
given his current stature and long experience as chairperson of the 
Egyptian-European Business Council, as well as the head of the Arab 
Investors Union. This vilifies his assertions that there is a great potential 
European demand for investments in Egypt, which proves the validity of 
economic measures taken by the state.
"The economic reform programme boosted confidence in the domestic 
economy and put Egypt back on the global investment map," Abou El-
Enein said. "We are already reaping the fruits of the reform: we received 
huge investment demands from local and foreign investors to implement 
projects in Egypt."
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In an interview with Al-Borsa, Abou 
El-Enein said that investors are keep-
ing a close eye on the reforms in Egypt, 
expecting a great deal of European in-
vestments inflow to the local market in 
the near future.

He added that the meetings organ-
ised by the council with European in-
vestors showed the conviction of Eu-
ropean companies that the efforts of 
President Abdel Fattah El-Sisi and the 
government put Egypt on track and re-
stored confidence in the economy and 
in the investment climate.

He pointed out that the council had 
put forward ideas to European inves-
tors to promote joint investment and 
export, including the establishment of 
a comprehensive and deep free trade 
zone.

"We presented a package of available 
investment opportunities in the market 
to many European companies, and we 
stressed the importance of restoring 
European tourism to its previous lev-
els, as well as requested to cooperate 
to address the campaign launched in 
Egypt in the wake of the 30 June Upris-
ing to distort the facts," he noted. 

Abou El-Enein said that the council 
is in constant contact with investors to 
inform them of the reforms that are tak-
ing place and the new laws and invest-
ment opportunities available, aiming to 
create stable channels of communica-
tion between the business community 
and officials in Egypt and Europe.

He added that Europeans are the 
main investors in Egypt, acquiring 
60% of all foreign direct investment 
(FDI) in the country, next to being the 
biggest trade partner to Egypt and the 
largest source of incoming tourism.

He said that Egypt and the European 
Union (EU) are linked by the unity of 
destiny and the common challenges 
that affect their collective security, 
such as terrorism and illegal immi-
gration. Therefore, investing in Egypt 
enhances the security and stability of 
both sides.

He added that the council presents 
Egypt to investors in Europe as the 
largest market in the region for Euro-
pean companies and as the gateway to 
Africa and the Arab region.

He pointed out that the economic 
decisions taken by the government and 
the Central Bank of Egypt (CBE) in 
the past few months encourage invest-
ment substantially, and that the current 
period is witnessing a huge demand 
for investment in Egypt from local and 
foreign investors.

Abou El-Enein described the eco-
nomic reform programme imple-
mented by the government as bold and 
courageous decisions taken by El- Sisi, 
and said the plan was inevitable to 
correct the path of the economy and 
restore confidence in solving chronic 
problems and make Egypt more attrac-
tive to investors.

He stressed that the country is al-
ready reaping the fruits of the pro-
gramme by restoring confidence in the 
economy, adding that there are many 
investment demands from local and 
foreign investors, in addition to the res-
toration of indirect foreign investment 
in the Egyptian Exchange (EGX) and 
government debt instruments.

"The foreign exchange reserves 
reached $36bn, which is similar to the 
level before 2011. We also have seen 
the abolition of restrictions on foreign 
exchange transfers abroad, the growth 
of non-oil exports, the decline in the 
balance of the trade deficit, and the 
gradual increase in FDI, especially in 
sectors such as oil and energy, and im-
proved macroeconomic indicators," he 
highlighted. 

He said that the economic reform 
programme has a large tax that will 
be borne by the consumers, investors, 
producers, and the general budget of 
the state, especially since it raised the 
costs of investment and production, as 

well as the prices on the consumer.
Yet, he said that all these burdens 

are accepted by the public—being the 
path needed for the recovery of the 
economy.

"The Egyptian people have exempli-
fied the awareness and confidence in 
their leadership and its decisions. We 
all have to work to reduce the dura-
tion of this transitional period and to 
address the negative effects. This is 
mainly related to reducing costs and 
encouraging investment to achieve the 
main objective of these reforms, which 
is realising the vision of Egypt 2030, 
surging growth rates, doubling the in-
come of Egyptians, and improving the 
quality of lives in Egypt," he said. 

He added that improving the Egyp-
tian economy to become one of the top 
30 economies in the world requires 
improving the investment climate in 
general, including facilitating entry of 
capital and operation procedures at low 
cost, next to providing a safe exit for 
investments.

He pointed out that the priority now 
must be to complete the programme of 
improving the investment climate by 
issuing a stable package of legislation 
and clear, consistent and attractive pol-
icies that guarantee the ease and speed 
of dispute settlement and implemen-
tation of decisions. They should also 
ensure balanced work relations and 
advanced infrastructure, and complete 
the institutional reform which deals 
with investment in all governorates 
and regions, to eliminate bureaucracy 
and provide land at affordable prices. 
The legislation package will be com-
plete through issuing the bankruptcy 
law, the unified corporate law, the la-
bour law, and amending the social in-
surance and local administration laws.

He asserted that Al-Sisi is the main 
promoter of investment in Egypt. "He 
addresses problems radically and ex-
erts efforts, with the Minister of Invest-
ment and International Cooperation, to 
solve problems," he added.

Moreover, Abou El-Enein said that 
the economic reform programme has 
led to restoring confidence in the Egyp-
tian economy, re-placing Egypt on the 
global investment map, and solving 
many of the major problems facing 
investment, especially the availability 
of foreign exchange, the possibility of 
repatriating profits, the stability of the 
exchange rate, and the abolition of the 
black market.

He added that the recent package of 
legislation issued by the government, 
particularly the new investment law 
and industrial licences, had made sig-
nificant progress in improving the in-
vestment climate. 

"For the first time in 15 years, Egypt 
established an economic zone of a sec-
ond special nature after the Suez Ca-
nal: the Golden Triangle," he noted, 
adding that Egypt has a strong invest-
ment portfolio in the agricultural and 
industrial sectors in the canal region, 
the golden triangle, and the New Ad-
ministrative Capital, as well as 15 new 
cities.

He pointed out that the economic re-
form programme had major effects on 
the cost of investment and production.

He called on the Minister of Invest-
ment and International Cooperation, 
Sahar Nasr, to prepare a comprehen-
sive study on the cost of investment 
in Egypt compared to the competing 
countries and submit her recommenda-
tions to the Cabinet for discussion so 
that Egypt can gain a good competitive 
position in attracting investments.

Abou El-Enein explained that Egypt 
is in a global market where countries 
strongly wrestle to attract investment, 
and therefore, we must adopt bold and 
unconventional measures that can put 
the country on top of the investment-
attractive list and prove it has the inten-
tion, the will, and the determination to 
attract investment. 

"Investors look at the world and put 
their money on the stable countries that 
provide incentives, guarantees, and 
high profitability," he added.

He suggested following a new meth-
od for promoting investment, namely 
offering 100 investment opportunities 
in all sectors and regions, including 
high-tech and renewable energy pro-
jects, basic industries, and pharma-
ceutical industries combined with a 
package of financial and non-financial 
non-traditional incentives and advan-
tages for each opportunity. These op-
portunities, in his opinion, should also 
come with pre-obtained permits and 
licences so that investors can immedi-
ately begin operation and production. 
He described the plan as "a sale for op-
portunities".

He added that the investors at this 
phase can be considered pioneers, 
which gives them advantages, as their 
success will bring in further invest-
ments in the sectors and the areas they 
work in.

He said that the reform of the invest-
ment system requires the good and 
honest implementation of the pack-
age of legislation issued in the past 
period, adding that the point is not the 
clear text or the good formulation, but 
rather understanding it correctly and 
implementing it correctly, along with 
the speed of procedures and respect for 
contracts and liabilities. "With good 

promotion for these laws and explain-
ing their philosophy and importance, 
Egypt will become a better place," he 
noted.

He pointed out that an investment 
map is needed based on specialisation, 
whether sectoral or geographical, and 
that these lands and investment oppor-
tunities should be free of problems and 
with prior licences to prompt investors 
to begin working and producing imme-
diately.

Furthermore, Abou El-Enein said 
that attracting foreign investors and 
matching them to sectors and areas of 
priority to the state and encouraging 
them to re-invest their profits and in-
crease their exports, requires the state 
to provide an attractive environment by 
providing a specialised economic zone 
in which feeding industries are com-
plementary and services are available 
from schools, universities, specialised 
markets, accommodation, hotels, and 
banks.

He noted that such zones attracted 
brands to China, India, Malaysia, and 
Vietnam to produce at lower costs and 
export products to the rest of the world.

"It is this thought that will double 
FDI in Egypt to tens of billions, which 
will make Egypt part of the new fast-
growing countries or what they call the 
new BRICS, such as Indonesia, Viet-
nam, and Turkey," he noted.

He called for the need to set off the 

development potential in all provinces 
and to provide an industrial develop-
ment centre in each of them, which 
should include the agriculture and 
commercial sectors. He noted that this 
will require the law to provide gover-
nors with the authority to compete in 
attracting investments, while at the 
same time put new criteria for perfor-
mance appraisal based on the size of 
the investments that each governorate 
is successful in attracting.

He also stressed the importance of 
addressing the "shaky hands”. "All 
bodies should be as strong and respon-
sible as Al-Sisi," he explained.

He urged to solve all problems of lo-
cal investors and implement the deci-
sion of the ministerial arbitration com-
mittees since the comfort and success 
of local investors will attract foreign 
investors.

He called for the provision of land 
to the industrial sector at competitive 
prices, addressing the multiple jurisdic-
tions and authorities of the land, creat-
ing structured channels of dialogue 
between the government and investors, 
especially foreigners, and establishing 
an advisory board for foreign invest-
ment to be a continuous channel of 
dialogue between the government and 
investors to solve any problems and 
clarify the vision of the state.

He praised the new investment law 
and stressed it has been anticipated for 

years.
He added that the law has many un-

precedented advantages in terms of 
procedures or incentives, but it will not 
solve all the problems alone and must 
be accompanied by a package of other 
legislations, as well as have a final so-
lution to the arbitration problems.

He noted that investment promotion 
in Upper Egypt is not only dependent 
on tax incentives, but it is important to 
develop good infrastructure and link its 
provinces with the Red Sea.

He stressed the need to coordinate 
investment policies and procedures so 
that they all go in the same direction 
of encouraging investment, and that 
no action affecting investments should 
be taken without discussing it with the 
Ministry of Investment and Interna-
tional Cooperation.

He called for encouraging invest-
ment in services such as high quality 
education and health services, target-
ing countries such as Japan, Italy, 
China, Germany, and the United States 
(US) to encourage them to set up spe-
cialised industrial zones for their com-
panies in the Suez Canal region – not 
only for production in the local market 
but for export to markets with which 
Egypt has trade agreements.

As for the flotation of the Egyptian 
poung, Abou El-Enein described the 
decision as inevitable, despite its con-
tribution to raising the cost of import-
ing production input. He explained that 
it had a positive impact on investment 
through providing US dollars and elim-
inating the informal market, as well as 
increasing foreign exchange reserves 
and facilitating the repatriation of rev-
enues in hard cash, which brought back 
direct and indirect investments.

At the same time, he criticised the 
decision to hike interest rates, saying it 
harmed new investment and the expan-
sion of existing enterprises. He hopes 
that the decision will be reversed soon 
so that these deflationary policies do 
not lead to further restricting demand 
and thus, reduce the ability to grow.

He asked banks to provide the larg-
est part of their funds to encourage the 
private sector credit, not financing the 
budget deficit, and to set the goal of fis-
cal and monetary policies towards en-
couraging more work and investment.

He urged the importance of involv-
ing the armed forces in the Egyptian 
economy, saying that Al-Sisi made 
them the main contributors due to 
his keenness to develop the economy 
at the lowest possible cost and in the 
shortest time.

He noted that the armed forces do 
not compete with private investors on 
investment opportunities, and that their 
presence is necessary to help the gov-
ernment achieve development.
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Interest rates are not only attraction; risks are 
under the microscope, says Kouchouk 

By Ahmed Farahat

However, the increase in debt at-
tractiveness has led an outcry warning 
against excessive reliance on foreigners 
to cover almost daily government bills 
and bonds offerings, due to the rising 
risks of hot money.

Despite the strong return of foreigners, 
whose investments exceeded a record of 
$15bn, almost all of them were concen-
trating on the short-term treasury bills 
of a one-year maturity at most. This re-
quires caution from a collective exit that 
could once again cause a currency short-
age crisis, which could happen in case of 
any kind of market disturbances.

Some fear that the presence of foreign-
ers in the Egyptian debt market is cur-
rently linked to the high interest rates 
and that they will leave the market once 
it becomes quiet again following the in-
flation storm, which was triggered by the 
value-added tax (VAT) and the flotation 
of the Egyptian pound.

Vice minister of finance for fiscal 
policies and institutional reform Ahmed 
Kouchouk said that the Egyptian debt at-
tractiveness is not related to interest rates 
alone, but also to risks. "An interest rate 
of 12% could be more attractive to inves-
tors than 17% due to low risk," he added.

Kouchouk told Al-Borsa that the risk 
factor, in the view of foreign investors, 
relies on the credit rating of the sover-
eign state and the return on exported debt 
instruments in international markets, as 
well as the reform programme with the 
International Monetary Fund (IMF) and 
the development of new foreign invest-
ment and economic indicators.

He noted that hot money is inherently 
volatile and variable in the short-term, 
but at the same time, it is economically 
important because it represents an exter-
nal inflow on one hand and indicates the 
presence of 20-30 investors interested in 
assessing and analysing the market on 
the other. He explained that those inves-
tors also have investments in the stock 
market or in other debt instruments, 
while others are even involved in financ-
ing some economic projects.

However, the economic situation of 
Egypt says that cooling hot money to 
keep it longer in the market requires ac-
tion by the government.

Kouchouk stated that the procedures 

for cooling and keeping hot money will 
happen soon by cultivating Egypt's credit 
rating, improving economic indicators, 
and ending the disbursement procedures 
of the new tranche of the IMF loan, 
which will reflect positively in the form 
of continued foreign flows in debt instru-
ments even at an interest rate ranging be-
tween 14% and 15%.

Treasury bills and bonds are currently 
being sold bearing interest rates between 
17% and 18.5%. The successive increase 
in interest rates to counter inflation has 
kept interest rates high despite the im-
provement of a number of economic in-
dicators. The government has allocated 
about a third of its expenditures during 
the current fiscal year to repay its debt, 
equivalent to EGP 380bn.

Foreigners bid $3bn to buy Egyptian 
debt instruments in July 2017, to which 
Kouchouk commented that July was 
exceptional for Egypt and the monthly 
prospects for the offerings could not be 
based on it.

He added that the government is a bor-
rower with financing needs and that it is 
looking at multiple goals rather than a 
single target. First, it aims at improving 
the structure of debt by prolonging its 
time, which has recently begun through 
increasing the debt from less than two 
years to 32-33 months, with aims of 
reaching 36 months, next to reducing the 
cost of borrowing and easing the pres-
sure on the local market.

 Senior banker at BNP Paribas Youssef 
Beshay said that the pace of foreign in-
vestments in government debt instru-
ments will rise even if interest rates fall 
due to two reasons; first of which is glob-
al, related to the decision to postpone the 
decision to raise the US interest rate to 
2018.

"Our expectations for the increase in 
US interest rates throughout the year re-
volves around 75 basis points in batches, 
and currently the index lies between 1% 
and 1.25%," he added.

Beshay also noted that keeping the in-
terest rate in the US unchanged guaran-
tees that foreign investment funds will be 
interested in debt on high-yield emerging 
markets.

He added that the other reason is local, 
namely the rise in the domestic interest 

rate becoming the second highest after 
Argentina according to international re-
ports. Even if prices fell by one or two 
percentage points in the coming period, 
they will have no impact.

Egypt is currently one of the top 10 
emerging markets in the global debt mar-
kets.

Beshay said that the other local vari-
able is the expectations of the apprecia-
tion of the Egyptian pound against the 
US dollar by the end of the year, and the 
presence of near-consensus within the 
Egyptian market on that, in light of the 
improved balance of payments.

He added that the channel through 
which foreign investments portfolio en-
ter the Egyptian market is the private for-
eign transfers fund of the Central Bank 
of Egypt (CBE), while the CBE's adher-
ence to this mechanism prevents volatil-
ity in the exchange rate, which excludes 
the potential volatility in the exchange 
rate, noting that the changes only ranged 
between 5 and 10 piasters.

The US dollar fell by 34 piasters in 

easing cycle, part of the foreign invest-
ment will be shifted from bills to bonds.

He said that the investments of for-
eigners in governmental debt instru-
ments cuts the cost of borrowing and 
thus, reduces the budget deficit, because 
the bids they offer are lower than the lo-
cal banks, putting pressure on pricing 
processes. This is what happened during 
the previous period, which saw a decline 
in average interest rates at a rate of be-
tween 2% and 3%.

He noted that the disadvantage of this 
type of investments is that it is subject 
to exit the market at any point based on 
local and international political events, 
which happened in 2011 when foreign 
investors sold their debt instruments dur-
ing February to June of the same year.

The gradual improvement in the 
pound’s value ensures the continuity of 
foreigners in debt instruments for longer 
periods of time and the stability of their 
subscriptions depends on the existence 
of rapid financial reforms in the subsidy 
system and the growth of tax revenues, 

Egypt between July 2017 and Septem-
ber 2017, which is equivalent to about 
1.8% – marking the greatest depreciation 
of the dollar against the pound in Egypt 
since February.

Beshay said that the trade deficit de-
crease would accelerate the pace of the 
improvement of the local currency, as 
well as higher foreign exchange revenue 
sources, such as tourism and remittances 
from Egyptians abroad.

He predicted that foreigners would 
turn to buy long-term debt instruments, 
such as bonds, at the expense of short-
term debt, with the start of interest rate 
cuts to maintain high returns in portfo-
lios.

Moreover, he pointed out that the in-
terest rate curve reversed its trend in 
the current period, due to the increase 
in demand for short-term over the long-
term instruments, which was considered 
temporary due to the liberalisation of the 
pound’s exchange rate and the CBE's de-
flationary policy to absorb liquidity.

With the start of the CBE's monetary 

especially the VAT.
Beshay pointed out that foreign in-

vestments in local debt are common in 
emerging markets, with investments ac-
counting for 47% of the debt in Peru, 
22% in Colombia, and more than 20% 
in Turkey, against 13% in Brazil, while 
all emerging countries rely on portfolio 
investments in the balance of payments 
financing.

For his part, Mahmoud Najla, execu-
tive director of fixed income instruments 
at Al Ahly Fund & Portfolio Manage-
ment Company, suggested that govern-
ment banks play the role of the market 
maker in the bonds to stimulate foreign 
subscriptions during these maturity peri-
ods and create available liquidity in these 
instruments.

He said that foreigners fear that there 
is no liquidity market in bonds, which 
makes their subscription rate in bills 
much higher.

He suggested that banks announce 
daily bond buying and selling rates, such 
as exchange rates, which would reassure 
investors of the term and increase their 
rates of continuation.

For example, the CBE raised the in-
terest rate by 4% during the previous 
period, yet the prices of treasury bills, 
which represent the largest slice of debt, 
decreased despite the interest rate and 
slipped below the level before raising the 
interest rate.

He ruled out the presence of a link 
between the interest rates announced by 
the CBE and the price of treasury bills, 
since the announced interest rates at the 
CBE rely on several considerations, in-
cluding inflation, growth, and employ-
ment, while the prices of treasury bills 
are linked to supply and demand, as is 
any commodity.

Currently, debt instruments see a large 
demand, and therefore, the returns are 
falling on them and their prices are in-
creasing, which led Egyptians to refrain 
from subscribing to them, making for-
eigners the main buyers, according to 
Najla.

He added that foreigners subscribe to 
debt instruments to take advantage of 
the difference between the interest rate 
on the Egyptian pound and the interest 
on the US dollar, while keeping the ex-
change rate in mind. 

"As long as the exchange rate is stable 
or decreasing, foreigners will continue 
to buy until the interest rates reach 10%, 
but if the exchange rate hikes to EGP 20 
to the US dollar, foreign investors will 
leave the market, even at an interest rate 
of 30%," he explained.

Egypt's commitment to the econom-
ic reform programme with the IMF is 
expected to be a decisive factor in the 
attractiveness of Egyptian debt. He 
said that foreign investments in the 
period between April and June 2017 
fluctuated due to fears that the second 
tranche of the IMF loan will not arrive; 
however, the subscriptions increased 
in July after the second tranche of the 
loan was disbursed.

The inflated Egyptian debt was one of the 
most important factors making Egypt's 
economy attractive once again, following the 
beginning of difficult reforms at the end of 
last summer.
Suddenly, the debt became attractive to 
investors from around the world, not only be-
cause of its interest rate – which has become 
the highest in the world after Argentina – but 
because of the decline in the exchange rate 
risk that prevented foreign debt investment 
between 2011 and the end of 2016.

Egyptian sovereign debt attractive, 
but to what extent?

Gradual improvement in pound value guarantees continuity of foreigners’ investments for longer periods, says Beshay 
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By Mostafa Fahmy
and El Hussieny Hassan

According to the chairperson of the 
Egyptian Italian Business Council, 
Khaled Abo Bakr, Italian companies 
have shown an interest in implementing 
new investments in the infrastructure, 
mining, logistics, ports, power, and elec-
tricity transmission sectors in the Egyp-
tian market during the coming period.

Abo Bakr stated that even during the 
political and diplomatic tensions that 
were between both Egypt and Italy after 
the murder of Italian researcher Giulio 
Regeni in early 2016, trade relations be-
tween both countries never stopped. 

He pointed out that not only did the 
trade relations continue between the two 
countries, but they also increased by 15% 
compared to 2015. Additionally, the Egyp-
tian commercial offices in Rome and Milan 
witnessed new investment requests.

"Italy has major investments in the 
Egyptian market and is a strategic inves-
tor in the energy, engineering, small, and 
medium-sized industries and is constantly 
looking to pump more investments into 
Egypt," said Abo Bakr.

Nevertheless, Abo Bakr expected that 
the return of the diplomatic ties between 
both countries will affect the trade and eco-
nomic relations positively.

"The return of the ambassadors will 
improve the situation and will give a 
strong impetus to the joint business 
council to attract new companies to the 
market," said Abo Bakr.

Last week, Italian Ambassador Giam-
paolo Cantini took office in Cairo after 
diplomatic rounds by the Egyptian and 
Italian governments for the return of re-
lations after the killing of Regeni. Egyp-
tian Ambassador Hisham Badr will start 
his work this week from Rome.

Abo Bakr added, saying, "we provide 
Ambassador Hisham Badr with all the 
support during his tenure to support in-
vestment and trade relations between the 
two countries, and we will discuss with 
him and the Italian ambassador in Cairo 
the organisation of several trade missions 
to stimulate economic relations."

According to a report issued by the 
Central Agency for Public Mobilization 
and Statistics (CAPMAS), Egyptian ex-
ports to Italy rose to about $244.4m in 
the period from January to May 2017, 

compared with $156m during the same 
period last year, an increase of $68m.

Egyptian imports from Italy fell by 
$184.9m during the same period, reach-
ing $291m compared with $476m during 
the same period last year, according to 
the report.

Italy leads the list of European coun-
tries in the volume of trade with Egypt, 
which exceeds €5bn, ranking fifth in the 
list of largest investors in Egypt.

The number of Italian companies op-
erating in Egypt are 1,052 with capital 
of $1.7bn, of which 359 companies are 
operating in the service sector, 310 com-
panies in the industrial, and 13 compa-
nies in the sector of communications and 
information technology.

Abo Bakr said the legislative and admin-
istrative measures taken by the Egyptian 
government and the Central Bank of Egypt 
(CBE) during the past nine months should 
encourage foreign and local companies to 
inject more investments into the market.

"We have clear policies that allow any 
investor who wants to enter the market to 
prepare his accounts well without fear of 
any emergency changes," he said. "The 
state's fiscal and monetary policies are 

clear. Discussions can be held about their 
impact, but we can not overlook that they 
are much better and have a greater im-
pact on investment.”

He added that the economic reform plan 
implemented by the Egyptian state—in-
cluding a government, a presidency, and 
a parliament—has managed to pull the 
Egyptian economy out of the bottleneck 
and address the problems suffered by the 
investment in 50 years.

Abo Bakr said that the government has 
taken several measures that contributed 
to the creation of the legislative environ-
ment for investment, including the issu-
ance of a new Investment Law and work 
on the draft Bankruptcy Law.

He quickly called for the Bankruptcy 
Law, which he described as protect-
ing the serious investor from the risk 
of criminal penalties if he does not rec-
oncile his work, as is the practice in all 
countries of the world.

He said that the current government 
has an open a line of communication 
with investors and be transparent with 
them to prepare economic decisions af-
fecting investment, unlike what has hap-
pened in the past.

Expected Italian investments in infrastructure, logistics, mining, energy
The return of diplomatic relations between Cairo and Rome supports the Egyptian Italian plans to attract new companies to the market

K
ha

le
d 

Ab
o 

Ba
kr



27Special supplement for Euromoney Conference - Egypt 2017Monday  , September 18, 2017

Ahmed Abdel Salam, an accountant 
at a car company in Egypt, had recent-
ly gone through a troublesome experi-
ence when the Central Bank of Egypt 
(CBE) increased the interest rates, 
prompting his mortgage company to 
extend the repayment period for two 
years. This pushed him back down to 
ground zero.

Since the start of the mortgage ac-
tivity in Egypt in 2004, the companies 
operating in the field have faced a 
number of challenges that have affect-
ed their growth rate in the sector. The 
CBE's initiative to activate the sector 
has contributed to resolving some of 
those problems.

However, mortgage companies have 
been unable to greatly benefit from the 
CBE's initiative, despite the reduction 
of interest rates. This is mainly attrib-
uted to targeting the low- and middle-
income segments, while the maximum 
value of the units that can be financed 
can reach EGP 950,000.

The CBE had launched an EGP 10m 
initiative to activate the mortgage sec-
tor in the first quarter (Q1) of 2014 
with an interest rate of 7% for the 
low- and 8% for the middle-income 
segments, targeting units worth EGP 
500,000. The initiative was amended 
by raising the maximum funding to 
EGP 950,000 with an interest rate of 
10.5%. The second phase of the initia-
tive is expected to include more than 
EGP 10bn.

Recently, the CBE has decided to 
raise the maximum monthly income 
for the low-income segment from EGP 

1,400 to EGP 2,100, with an interest 
rate of 5%. The maximum monthly in-
come for the middle-income segment 
is EGP 10,000 rather EGP 8,000 for 
single persons, while families' month-
ly income should be EGP 14,000 
rather EGP 10,000. The bank also in-
creased the maximum price of units to 
EGP 700,000 instead of EGP 500,000. 

"Mortgage companies aim to expand 
under the CBE's initiative and finance 
low- and middle-income housing units 
to overcome high interest rates," Maha 
Abdel Razzak, managing director of 
Al Oula - El Taamir For Mortgage Fi-
nance, said.

The CBE has raised its benchmark 
interest rates by 700 basis points since 
it has floated the Egyptian pound 
against all foreign currencies in No-
vember 2016. The Monetary Policy 
Committee (MPC), led by CBE gov-
ernor Tarek Amer, raised the overnight 
deposit rate to 18.75%, and the lending 
rate to 19.75%.

Abdel Razzak told Al-Borsa that the 
residential units are financed under the 
CBE's initiative, whether for low- or 
middle-income segments, in accord-
ance with the maximum value of fund-
ing.

She explained that high interest rates 
have a greater impact on the financing 
provided to administrative and com-
mercial units, whether for companies 
or individuals.

Abdel Razzak also pointed out that a 
number of companies that are engaged 
in various investment activities seek 
to acquire administrative headquarters 

under the mortgage mechanism with 
the interest rates set by banks, in ad-
dition to a margin determined by the 
company.

She warned against the competition 
taking form in real estate developers 
lending luxury housing customers, as 
they have resorted to increasing the re-
payment periods of instalments to 12 
years, while the mortgage repayment 
period is 15 years.

Abdel Razzak added that customers 
prefer to deal with real estate invest-
ment companies to avoid mortgage 
guarantees, which require a number of 
procedures, including proof of income 
and registration of the unit documents. 
On the other hand, real estate develop-
ers provide more facilities, including a 
reduction in the in-advance payment, 
and a prolongation of the repayment 
period, even if the final selling price of 
the unit goes up.

The mortgage companies have 
overcome the problems plaguing the 
registration of units through obtain-
ing a power of attorney for real estate 
transactions by the client who receives 
the financing as guarantee for the com-
pany's money.

Al Oula aims to expand in contract-
ing with real estate developers to pro-
vide residential units in line with the 
CBE's initiative for middle-income 
housing, with an interest rate ranging 
from 8% to 10.5% for up to 20 years.

Al Oula plans to provide grants of 
EGP 350m within the CBE's initiative 
in cooperation with the Egyptian Mort-
gage Refinance Company (EMRC).

According to data by the Egyp-
tian Financial Supervisory Authority 
(EFSA), the real estate finance activity 
increased by 77% during the first half 
(H1) of 2017 to reach EGP 956m from 
companies, compared to EGP 540m 
during the same period of 2016.

The volume of mortgage since the 
beginning of the activity until May 
2017 amounted to EGP 7.8bn with a 
total of 43,000 contracts, compared 
to EGP 6.2bn at the end of May 2016 
distributed over 41,000 contracts – an 
increase of 24.9%.

Mohamed Samir, head of the mort-
gage sector at the United Bank of 
Egypt, proposed expanding the base of 
customers by increasing the maximum 
value of the unit to EGP 1.5m over 10 
years, with the interest rates set by the 
CBE.

He told Al-Borsa that the segments 
that can benefit from the increase in 
the volume of funds are those with a 
monthly income of up to EGP 30,000 
for families, while the current maxi-
mum income stands at EGP 14,000 for 
families.

Samir added that the contribution of 
mortgages to the gross national prod-
uct (GDP) is still low, but it has signif-
icant growth opportunities following 

the recent amendments to the CBE's 
initiative, along with other measures.

He pointed out that real estate reg-
istration helps the state to benefit from 
the large real estate wealth, which 
amounts to $230tn, while registered 
units do not exceed 10%.

He stressed the need to change the 
real estate registration system, solve 
the problem of multiple jurisdictions, 
and activate an in-kind registry in all 
new cities, such as the one already 
implemented in Sheikh Zayed and 
Shorouk cities.

He said that the Ministry of Hous-
ing should cooperate with the Ministry 
of Justice and the Real Estate Regis-
tration Office to activate the one-stop 
shop for managing lands belonging to 
the state, especially since the real es-
tate investment sector affects 90 other 
industries.

Samir explained that the continuing 
rise in property prices will limit the 
impact of the increase in the interest 
rate on the mortgage sector, as the val-
ue of the unit by the end of the financ-
ing period will exceed the value of the 
total interest by the CBE.

Mortgage expert Ashraf Ramzy said 
that the high interest rate represents a cri-
sis for mortgage companies in the case 
of lending luxury housing customers, 
which accounts for about 23% of com-
panies. The loan will be doubled at the 
end of the repayment period of 15 years.

He added that the only opportunity 
for companies to expand in housing 
finance lies within the CBE's initia-
tive to benefit from the interest rate 

and slowing lending rates outside the 
initiative.

He advised mortgage companies to 
lend companies and individuals which 
will buy shops and management of-
fices, because those are the ones that 
achieve a return on investment that can 
contribute to covering the high inter-
est rate.

According to Ramzy, solving the 
problem of real estate registration 
will increase the guarantees of financ-
ing and enable companies to accept a 
larger number of customers in differ-
ent income segments. 

He added that the high prices of 
housing units resulting from the rise in 
prices of land and building materials 
makes mortgage the only solution to 
obtain housing, especially since Egyp-
tians lack the culture of saving in order 
to buy a unit at once.

"High interest rates are forcing 
mortgage companies to work under the 
umbrella of the CBE's initiative," said 
mortgage expert Ayman Abdel Hamid.

He pointed out that the registration 
of units does not represent a major 
crisis for companies after the amend-
ments of the Real Estate Financing 
Law, which allowed the mechanisms 
of rent, usufruct, and Murabaha. 

Abdel Hamid called on the state to 
work to solve the problems facing real 
estate registration, especially since 
95% of the units are situated in new 
cities, for which an ownership trans-
fer from the New Urban Communities 
Authority (NUCA) to real estate de-
velopers takes time.

Mortgage companies will focus on the CBE's initiative 

Real estate, oil, banks most prominent activities

Mortgage companies seek to overcome interest rate fluctuations 
Usufruct, rent, and Murabaha mechanisms can be used to overcome the crisis regarding the registration of units in new cities

By Mohamed Darwish

Nehad Adel, the chairperson of B2B 
for Marketing and Real Estate invest-
ment, said that demand on the purchase 
of administrative buildings has increased 
over the past period compared to the pre-
vious years, where renting took over the 
expansions of companies. 

He added that a large number of 
Egyptian and foreign companies have 
purchased administrative headquarters. 
Moreover, there are investment compa-
nies with plans to be present in the Egyp-
tian market and other companies plan to 
expand their already-existing companies. 

The idea of purchasing administrative 
headquarters is taking over the orienta-
tions of companies as opposed to renting, 
as they seek to have permanent locations 
that could be used in the future through 
reselling, especially with the continuous 
increase in the prices of real estate, ac-
cording to B2B’s chairperson. 

He expects the demand on the pur-
chasing of headquarters to increase over 
the upcoming period, especially in terms 
of under-construction projects.

Adel said that purchases will contrib-
ute by 50% to the expected growth in 
sales, in addition to a similar value for 
renting until units are available. 

He added that 80% of the companies’ 
tendencies are leaning towards obtain-
ing administrative headquarters in New 
Cairo, compared to 20% in 6th of Octo-
ber City. Generally, administrative build-
ings in new cities reach 60% compared 
to 40% of them being inside Cairo. 

According to Adel, the selling price of 
the sqm of administrative buildings rang-
es between EGP 30,000 and EGP 35,000 
for finished units. Delivery periods from 
developers take up to three years. 

The prices of rents range from $25-
$30 per sqm. Several companies resorted 
to obtaining an equivalent of the value 

of the rent in Egyptian pounds due to the 
crisis of the non-availability of the US 
dollar. 

He said that the rent periods of fully-
finished administrative buildings range 
between two and three years. When 
tenants get unfinished headquarters, the 
renting period goes up to five years, and 
seven years in some cases. 

He added that the demand on adminis-
trative buildings in the New Administra-
tive Capital is based on the locations of 
the projects and their proximity to New 
Cairo, especially since the capital will be 
carefully planned. 

As a result of the New Administrative 
Capital’s extension on an area of 170,000 
acres, five times the size of Paris, the de-
mand on headquarters will be focused on 
the first phases of the projects, especially 
those close to Cairo, according to Adel.

Adel pointed out that several projects 
include administrative buildings, includ-
ing Sidewalk and East Hill, of areas be-
tween 150 sqm and 1,000 sqm in New 
Cairo and the administrative buildings 
in 90 street, in addition to several future 
projects, such as the smart village and Al 
Burooj in Shorouk. 

Capital Group Properties announced 
that it will allocate new areas for multi-
ple uses in the eastern smart village in Al 
Burooj. The project is decided to include 
residential units and retail outlets, in ad-
dition to administrative units and offices. 

The chairperson of B2B said that the 
areas available in the market range from 
300 sqm to 500 sqm without finish-
ing. The total area of the administrative 
building is estimated at 10,000 sqm.

Jones Lang Lasalle (JLL), the real es-
tate consultancy company, has recently 
issued a report about the performance 
of the Egyptian real estate sector during 
the first half (H1) of this year. It expected 

the new investment law to encourage the 
market over the upcoming period. 

The report said that the sector of ad-
ministrative units has witnessed a de-
cline in demand with the tenant bearing 
the financial burdens resulting from the 
depreciation of the Egyptian pound. 

The supply of class-A administrative 
buildings was fixed at 958,000 sqm, 
while the second quarter (Q2) of 2017 
did not witness the achievement of any 
projects in the sector of administrative 
buildings. The majority of the new antic-
ipated projects are located in New Cairo 
on areas of 60,000 sqm in Cairo Festival 
City’s administrative offices. 

El Futtaim Group started the market-
ing phase for The Podium project. It 
comprises six buildings, and the project 
is expected to add 35,000 sqm of small- 
and medium-sized administrative areas 
in the northern part of Cairo Festival 
City. 

The report said that the devaluation of 
the Egyptian pound is tangible, especial-
ly in the sector of administrative build-
ings, which turned negotiations in favour 

of tenants as occupancy rates increased 
during Q2-17 with expectations of more 
stock entering the market later this year. 

Banks remain the most active tenants 
and seek to increase their coverage and 
market share with the improved perfor-
mance of the banking sector. The activ-
ity of petroleum and gas companies is 
expected to increase during Q2-17 given 
the major expansion plans.  

Ayman Samy, head of JLL’s office in 
Egypt, said that the sector of administra-
tive headquarters has started stabilising 
during H2-17, bypassing the changes 
that have been taking place since the lib-
eralisation of the exchange rate. 

He told Al-Borsa that the first half of 
the year witnessed a slowdown in the 
market because of the US dollar’s value 
jumping to EGP 18, and an increase of 
the value of rents in US dollar.

Samy explained that the increase in the 
exchange rate led several companies to 
purchasing administrative headquarters 
or negotiate to reduce prices.

The rent value ranges between $20 
and $35 per sqm in class-A headquarters. 

Companies resorted to evaluating the US 
dollar from EGP 12 to EGP 15 so tenants 
would not bear a high cost and be able 
to receive rent in Egyptian pound. Other 
companies resorted to reducing the value 
while continuing to pay in US dollars. 

Samy added that the demand for ad-
ministrative headquarters is witnessing a 
growth during this period. Sales are ex-
pected to grow during the last quarter of 
this year and early 2018. 

The value of selling the sqm ranges 
between EGP 35,000 and EGP 50,000 
without finishing, especially in Fifth Set-
tlement in New Cairo. 

The supply of administrative buildings 
is expected to increase over the upcoming 
period, especially with the development of 
the New Administrative Capital and other 
projects, such as Mivida and Al Burooj.  

JLL has requests from Arab and for-
eign companies to obtain headquarters 
in New Cairo, including American and 
German companies working in the field 
of medical supplies.

He explained that sale and renting will 
witness growth with the increase in sup-

ply, including the 60,000 sqm in Cairo 
Festival City. 

Ahmed El-Menshawy, the chairperson 
of Diarna Real Estate Marketing, said 
that several companies have recently ex-
panded their headquarters, especially in 
New Cairo and the smart village in 6th 
of October City and Sheraton due to the 
latter’s proximity to Cairo International 
airport. 

Companies are working in several in-
vestment fields, with the majority in the 
activities of contracting and real estate 
investment, given that several real estate 
projects are being developed, whether 
through the government or the private 
sector. 

“The current season does not witness 
an activity in administrative headquar-
ters; however, the company received 
requests from investors in the fields of 
petroleum, contracting, and IT to look 
for headquarters. Sales are expected to 
increase this month and following the 
summer season,” El-Menshawy said.

He explained that Emaar Misr, Palm 
Hills, Capital Group Properties, Misr Ita-
lia, Tatweer Misr, and Madar are some of 
the most prominent companies that ob-
tained new administrative headquarters 
over the past few months. 

He pointed out that renting took over 
the requests of companies, but that there 
is also a trend towards purchasing, espe-
cially by companies that are still being 
established. 

He said that the areas of the supply 
of headquarters range from 120 sqm to 
3,000 sqm, with an average price of EGP 
30,000 per metre without finishing. 

The areas ranging from 200 sqm to 
1,000 sqm are witnessing great demand 
from investment companies and Egyp-
tian and foreign banks working in the 
Egyptian market. 

The value of rents declined from $25 
per sqm before the flotation of the Egyp-
tian pound to $18-$10 per month. The 
value is paid in Egyptian pounds, accord-
ing to El-Menshawy. 

Companies did not reject the reduction 
in the rent’s value in US dollars, espe-
cially since the value increased in Egyp-
tian pounds. 

El-Menshawy said that the reduction 
of the pound’s value against the dollar 
made many companies look for opportu-
nities to expand in the local market and 
benefit from the currency difference. 

He added that the upcoming period 
will witness a trend towards rents to ben-
efit from the payment offers made by real 
estate companies. 

The real estate sector witnessed a notice-
able increase in the demand of Egyptian 
and foreign companies to obtain adminis-
trative buildings in several areas, including 
New Cairo and 6th October City. This shows 
that new investments are flowing into the 
market after solving the crisis of pricing 
rents in US dollars after the liberalisation of 
the exchange rate in November and the US 
dollar reaching EGP 18 compared to EGP 
8.88 before the flotation. 

Surge on demand for administrative buildings 
promises strong investment flows

Requests from Egyptian and foreign investors to provide headquarters
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