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CURRENCY BUY SELL
Europe

British Pound 0.379249 0.393149
Czech Korune 0.005386 0.014686
Danish Krone 0.042397 0.047397
Euro 0. 339567 0.353267
Georgian Lari 0.113162 0.113162
Hungarian 0.000988 0.001178
Norwegian Krone 0.030702 0.035902
Romanian Leu 0.057816 0.074666
Russian ruble 0.004428 0.004428
Slovakia 0.009090 0.019090
Swedish Krona 0.029605 0.034505
Swiss Franc 0.301934 0.0312934

Australasia
Australian Dollar 0.205876 0.217876
New Zealand Dollar 0.198316 0.207816
America
Canadian Dollar 0.218280 0.227260
US Dollars 0.300100 0.305400
US Dollars Mint 0.300600 0.305400

Asia
Bangladesh Taka 0.003027 0.003828
Chinese Yuan 0.042742 0.046242
Hong Kong Dollar 0.033740 0.039490
Indian Rupee 0.003778 0.004550
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002676 0.002856
Korean Won 0.000260 0.000275
Malaysian Ringgit 0.069045 0.075045
Nepalese Rupee 0.002608 0.002948
Pakistan Rupee 0.001612 0.002382
Philippine Peso 0.005824 0.006124
Singapore Dollar 0.216113 0.226113
Sri Lankan Rupee 0.001373 0.001953
Taiwan 0.009747 0.009927
Thai Baht 0.008986 0.009536
Vietnamese Dong 0.00013 0.00013

Arab
Bahraini Dinar 0.792326 0.808826
Egyptian Pound 0.014599 0.020317
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000208 0.000268
Jordanian Dinar 0.424758 0.433756
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.021722 0.045722
Omani Riyal 0.783812 0.789492
Qatar Riyal 0.079266 0.084206
Saudi Riyal 0.080033 0.081333
Syrian Pound 0.001290 0.001510
Tunisian Dinar 0.097881 0.105881
Turkish Lira 0.051365 0.062865
UAE Dirhams 0.081398 0.083098
Yemeni Riyal 0.000989 0.001069

KUWAIT: The Egyptian economy has been recovering
nicely since the adoption of a strong and ambitious
economic reform program in late 2016, supported by
$12bn from the IMF. The significant progress made so
far won the praise of all and ushers in a new era for
Egypt. Indeed, growth has been strong, the budget
deficit has contracted, the unemployment rate has
started to drop and the public debt dynamics have
improved. Egypt is still facing a number of risks,
though, including high exposure to external shocks,
persistently high inflation, and high debt servicing
costs. However, with steadfast implementation of
reforms, a more competitive currency, a stronger fiscal
position and a lower debt level as well as an improved
regulatory environment, the outlook for the next two
years is favorable.

Growth continues its momentum 
GDP growth reached 5.3% in the fiscal year

2017/18, the fastest pace in a decade, and continued at
the same rate in the first quarter of the FY2018/19
(3Q18). Growth was supported mainly by a strong pick-
up in government investment spending, a continued
increase in natural gas production and a recovery in the
tourism sector. As a result, the unemployment rate fell
to 10% in 3Q18 from 11.9% a year earlier.

However, the Purchasing Managers Index (PMI),
while showing a pick-up in activity over the first quar-
ter of the FY2018/19, (avg. of 50.5 in July-September)
fell again into contraction territory in October and
November, reaching 48.6 and 49.2, respectively. This
suggests some weakness in the recovery of the non-oil
private sector, on account of some challenging eco-
nomic conditions that continued to weigh on demand.

However, in the context of global monetary tighten-
ing, concerns about stability across emerging markets,
and the planned energy subsidies cut, private con-
sumption and private sector activity will likely remain
under pressure during this fiscal year. Continued strong
government investment and steady progress on reforms
aimed at boosting private investment, including foreign
investment, should support growth over the next couple
of years. We expect growth to remain robust at around
5.2% in FY2018/19 and 5.0 in FY2019/20.

Inflation remains higher than expected
Although the fading impact of the currency depreci-

ation has led inflation to fall sharply from a peak of
33% in July 2017, the latest fuel and power subsidy cuts
in mid-2018 has pushed up inflation, from 11.4% in May
to17.7% in October 2018,above the CBE target infla-
tion rate of 13% (± 3%).This reflected mainly larger-
than-expected successive monthly increases in the
prices of fruits and vegetables. The headline rate has
since decelerated to 15.7% in November, as the price
of food and beverages fell by 1.8% compared to the
previous month. Core inflation, however, slowed from
8.86% in October to 7.94% in November, its slowest
rate since March 2016,providing relative comfort to the
Central Bank of Egypt (CBE).

The recent increase in the custom dollar for non-
essential goods from EGP16/$to the market exchange
rate of close to EGP17.9/$could push inflation some-
what higher over the coming months or at least moder-

ate its decline. The recent changes to the foreign
exchange repatriation mechanism, whereby foreign
investors will need to secure their foreign exchange in
the interbank market rather than from the CBE, will
likely lead to more flexibility in, and possibly some
pressures on the exchange rate. 

Moreover, prices will likely remain susceptible to
upward pressures in most of 2019, especially if the fuel
subsidies are fully eliminated and the indexation mech-
anism is introduced as planned. We expect inflation to
average 14% in FY2018/19, down from 20.9% in
FY2017/18, but there is a lot of uncertainty on how
domestic prices will evolve depending on what will
happen to oil and import prices, and on exchange rate
movements, among others.

Monetary Policy will likely remain tight
With inflation remaining relatively high, the CBE will

likely be more cautious about easing monetary policy;
it may keep its interest rates unchanged during this fis-
cal year at 16.75%for its overnight deposit and
17.75%for its lending rate. In this context, monetary
policy faces a difficult dilemma. On one hand, it needs
to maintain high interest rates to attract foreign capital
to serve its financing needs in foreign currencies. But
on the other hand, it wants to reduce the cost of bor-
rowing to encourage investment and boost economic
growth, as well as reduce debt service to reach the
budget deficit target. However, it would be prudent to
maintain and entrench macroeconomic stability first by
keeping inflation under control and this would open the
door for a later reduction in interest rates and a pick-
up in private sector activity.

Budget deficit narrowing gradually, but still large
Egypt’s fiscal position has improved, driven mainly

by higher tax revenues, cuts in energy subsidies and
containment of the wage bill. The budget deficit nar-
rowed from 10.7% of GDP in FY2016/17 to 9.7% of
GDP in FY2017/18, and the recent figures still point to
further improvement. Indeed, the fiscal deficit narrowed
slightly to 1.9% during the first quarter of FY2018/19,
down from 2% during the same period in the last fiscal
year. This gives the government more room to meet its
budget deficit target of 8.4% of GDP for the current
fiscal year and7% for the FY2019/20.

Given recent trends, we think these targets are
achievable, especially after the recent plunge in the
price of oil from a high of $80/bbl to around $60, which
has given Egypt considerable fiscal space. But there are
also risks to the downside and Egypt could miss its fis-
cal targets if oil prices increase above the benchmark oil
price set in the budget (between USD 65/b and USD
67/b),or if government debt service costs continue to
increase in line with the global increase in interest rates,
absent other compensatory measures. In fact, back in
September, the CBE had to cancel a number of bond
auctions as banks and investors required higher interest
rates than the government was willing to pay, in view of
the negative impact on their fiscal deficit targets.

As per debt dynamics, the public debt ratio has
declined from 108% of GDP in FY2016/17 to an esti-
mated 98% during FY2017/18, driven mainly by the
gradual fiscal consolidation underway and combined

with a further pick-up in real GDP growth. We expect
government debt to reach 94% of GDP in the
FY2018/19 and 88% next fiscal year, while recent state
budget guidelines for FY2019-20 released in October
had set a public debt target of 79.3% of GDP by
FY2021/22. However, in this context, Egypt has planned
to diversify its debt instruments (promoting its interna-
tional bonds in Asia and issuing green bonds and sover-
eign Sukuk), as part of its efforts to improve its debt
structure and reduce borrowing costs. Therefore, given
that the domestic interest rate will remain more expen-
sive than planned by the budget, the ratio of external
debt to total debt will likely increase in the coming year.

Current account deficit keeps narrowing 
The external sector has gained considerable

strength since the depreciation of the EGP, supported
by some export growth due to improved competitive-
ness as well as lower imports. The current account
deficit in fiscal year 2017/18 narrowed by 58.6% to
$6bn, falling to 2.5% of GDP from 6.1% of GDP ($14
bn) a year ago. We expect the current account deficit
to narrow further to about 2% of GDP in 2018/19,
helped by decreasing energy imports and continued
recovery in the tourism sector.

Meanwhile, the overall balance of payments regis-
tered a surplus of $12.8bn compared with a surplus of
$13.7bn in the same period a year earlier, aided by

large capital inflows. FDI inflows were strong at $7.7
bn (3.2% of GDP) in the fiscal year 2017/18, driven by
hydrocarbon investments, while portfolio investment
declined recently, as emerging markets witnessed
capital flight with some countries experiencing cur-
rency crisis (Turkey and Argentina).This improvement
in Egypt’s external position has led foreign reserves
to rise to record levels of USD 44.26bn in FY2017/18,
covering about eight months of Egypt’s commodity
imports.

Growth will remain robust as Egypt’s economic reform program continues

Growth outlook promising as 
govt reforms continue apace

Tokyo stocks
plunge in
Christmas rout
TOKYO: Tokyo stocks plunged yester-
day as the few Asian markets open on
Christmas suffered a holiday rout on
fears about the US economy and a gov-
ernment shutdown in Washington. Tokyo
markets, which were closed on Monday
for a national holiday, plummeted at the
open yesterday, with the Nikkei closing
down five percent — over 1,000 points.
It was the worst finish since April 2017
and followed a brutal holiday-shortened
session on Wall Street that saw US
stocks sink for a fourth straight session.

In Asia, many markets were closed for
Christmas, including in Australia, Hong
Kong and South Korea. US and European
markets are also closed for the holiday.
But the downturn affected those bourses
that remained open, with China’s bench-
mark Shanghai Composite Index tumbling
more than two percent during the morn-
ing session, though it pared some of its
losses to close down 0.9 percent.

Markets have been roiled by ongoing
uncertainty in the United States, with
Treasury Secretary Stephen Mnuchin
widely panned for holding a call with the
six biggest US banks and then reporting on
Twitter that the six CEOs have “ample liq-
uidity” available. Investors were also
unnerved by weekend news reports that
US President Donald Trump had asked
about the possibility of firing Federal
Reserve Chairman Jerome Powell, accounts
that Mnuchin said Trump had denied.

Last week, the central bank hiked
rates, infuriating Trump who has ignored
the traditional respect for the Fed’s inde-
pendence, calling it “crazy”, “out of con-
trol” and a greater economic threat than
China. The Dow Jones Industrial Average
slumped nearly three percent by the
close on Monday, with the broad-based
S&P 500 down 2.7 percent and the
tech-rich Nasdaq Composite Index
down more than two percent. The
declines brought the S&P 500 to the
brink of a “bear market,” considered a
drop of 20 percent from its peak.

CNBC reported the losses were the
worst ever for Wall Street on Christmas
Eve, a holiday-shortened session ahead
of Tuesday, when markets are closed.
Stephen Innes, head of APAC trading at

OANDA, said Trump’s spat with the Fed
and Mnuchin’s call with the banks had
“markets running for cover.” Investors
“have no confidence in the administra-
tion. Markets are driven by perception
and it is flat-out bad,” he told AFP. A
stronger yen was adding to the woes for

markets in Japan, he added. “I can’t tell
you where the bottom will be as there
are various risks,” said Makoto Sengoku,
a market analyst at Tokai Tokyo
Research Institute. “There are no signs
of selling running its course or big buy-
ers emerging,” he said. —AFP

TOKYO: Pedestrians walk past a stock indicator board showing the share price
of the Tokyo Stock Exchange. —AFP
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Lebanese bakers with 
special needs master 
German rye and Stollen
BURJ AL SHAMALI: When Ali Kerdi, who has impaired
speech and hearing, was a teenager, he would look on curious-
ly as his mother kneaded and baked their homemade bread.
Years later, he would do the same as he worked as a cleaner at
a centre in southern Lebanon where people with special needs
were being taught how to make German bread. Now, at 35,
Kerdi is in charge, running the bakery with two other special
needs employees. “First, they wanted to teach me sewing, then

carpentry, then I was running errands. But I would watch them
as I worked. If I touched the dough, they would tell me to go
away,” said Kerdi, who never gave up on his dream of learning
to bake. On a rainy day in December, Kerdi and his team were
busy making Stollen, rye bread with fruits and nuts that is a
Christmas staple in Germany.

The bakery, on the ground floor of the Mosan centre for
special needs students, began operating in 2003 after a
German charity - Bread Against Misery - donated second-
hand baking equipment from Germany. Three German bakers
came for three months to teach the staff how to operate the
equipment and the principles of making bread the German
way. Kerdi now trains a group of students on how to make a
variety of German breads that were previously alien to their
area of southern Lebanon.

“The main aim of the project was to train them how to make

bread, it was not to open a business,” said Ali Charafeddine,
director of the Mosan centre, which currently has 175 special
needs students. But the bakery has become popular among
locals and expatriates - even including some UN peacekeep-
ers - and its bread and biscuit products are neatly stacked out-
side for sale. The bakery provides a taste of home for Maria, a
foreigner who has been living in Lebanon for seven years.

“This bread is baked in my country, it tastes like from my
home. It’s very nice,” she said, adding that she will not be going
home to Belarus for Christmas this year. Kerdi says his journey
towards running the bakery has been a special source of pride
because his income supports his family. “People were surprised
that I was baking. It was the first time they saw this kind of
bread. Now they know me as the one who learned here and
then became the boss,” he said as he showed a student how to
fold a pretzel.  —AFP


