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The Fundamental BoP Indicator Improves Significantly

For the First Time Since 2010

Tourism revenues, FDI and FPI alongside narrower trade deficit
are the key highlights in 3QFY2016/17

The non-oil trade deficit narrowed by 16.1% YoY, mainly due to a 19.9% jump in the non-petroleum

exports as the non-petroleum imports went down 6.9% YoY in 3Q FY2016/17. On the other hand, the
recovery of international oil prices since 3Q FY2015/16 helped triple the petroleum trade deficit from
USDO0.56 billion 3Q FY2015/16 to USDI1.4 billion in 3Q FY2016/17.

Tourism revenues rose significantly from USDO0.6 billion in 3Q FY2015/16 to USDI1.3 billion in
FY2016/17. Remarkably, travel payments continued to decline from USD1.2 billion in 3Q FY2015/16 to
USDO0.4 billion in 3Q FY2016/17. Meanwhile, Suez Canal receipts remained nearly flat at USD1.2 billion
in 3Q FY2016/17.

We note that remittances of Egyptians working abroad stabilized at USD4.6 billion in 3Q FY2016/17,
similar to 2Q FY2016/17, which implies that the funds continued to fly back through the formal
channels.

The cumulative net direct investments went up 12.3% YoY from USDS5.8 billion in Jul/Mar FY2015/16
to USD6.6 billion in Jul/Mar FY2016/17. Moreover, the cumulative net portfolio investment rose
sharply from an outflow of USD1.5 in Jul/Mar FY2015/16 to an inflow of USD3.8 billion in Jul/Mar
FY2016/17 (excluding January’s USD4 billion Eurobond issuance). Meanwhile, the net borrowing
continued to contribute positively to the BoP inflows, recording an inflow of USD1.2 billion in 3Q
FY2016/17 versus USD1.4 billion in 3Q FY2015/16.



More importantly, the fundamental BoP indicator, which captures the more sustainable items of
the BoP and taking account of the net errors and omissions, recorded a significant inflow (USD2.8
billion in 3Q FY2016/17) for the first time since 1Q FY2010/11.

On the impact of the Fed’s interest rate hike, we believe that the EGP exchange rate is
supported by three lines of defense against sharp volatility in the short run

First, we reiterate that the well-communicated Fed monetary policy implies that any interest rate hike
would be smoothly accommodated. Second, the aforementioned Egyptian BoP dynamics prove that the
economy is witnessing less external pressure. Finally, the CBE’s reported sterilized intervention to offset
an unsustainable real exchange rate appreciation that may occur due to the foreign inflows in the EGP-
denominated treasuries would minimize the short run exchange rate volatility. Real exchange rate
appreciation induced by hot money would be short-lived and harmful for the economy’s competitiveness.
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The cumulative net direct investment and net portfolio investment rose in
Jul/Mar FY2016/17
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Tourism revenues and non-oil exports picked up following the EGP exchnage

rate liberalization
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Disclaimer

This Report is compiled and furnished solely for informative purposes to be considered by the intended
recipients who have the knowledge to assess the information contained herein. Pharos Research ('Pharos')
makes no representation or warranty, whether expressed or implied, as to the accuracy and/or completeness of
the information contained herein or any other information that may be based on the data/ information enclosed.
Furthermore, Pharos hereby disclaims any and all liabilities of any nature relating to or resulting from the use
of the contents of this Report. This Report shall not be approached as an investment solicitation nor shall it be
considered as legal or tax advises. Pharos highly recommends that those viewing this Report seek the advice
of professional consultants. None of the materials provided in this Report may be used, reproduced or
transmitted, in any form or by any means, electronic or mechanical, including recording or the use of any
information storage and retrieval system, without written permission from Pharos.

This report was prepared, approved, published and distributed by Pharos Securities Brokerage company located
outside of the United States (a “non-US Group Company”). This report is distributed in the U.S. by LXM LLP
USA, a U.S. registered broker dealer, on behalf of Pharos Securities Brokerage only to major U.S. institutional
investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”))
pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities
described in this report must be effected through LXM LLP USA.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or
the Financial Industry Regulatory Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to
research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the
Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-
regulatory organization.

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or
securities that the individual analyses, that (1) the views expressed in this report reflect his or her personal
views about all of the subject companies and securities and (2) no part of his or her compensation was, is or
will be directly or indirectly dependent on the specific recommendations or views expressed in this report.
Please bear in mind that (i) Pharos Securities Brokerage is the employer of the research analyst(s) responsible
for the content of this report and (ii) research analysts preparing this report are resident outside the United
States and are not associated persons of any US regulated broker-dealer and that therefore the analyst(s) is/are
not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing
requirements of FINRA or required to otherwise comply with US rules or regulations regarding, among other
things, communications with a subject company, public appearances and trading securities held by a research
analyst account.

Important US Regulatory Disclosures on Subject Companies. This material was produced by Analysis Pharos
Securities Brokerage solely for information purposes and for the use of the recipient. It is not to be reproduced
under any circumstances and is not to be copied or made available to any person other than the recipient. It is
distributed in the United States of America by LXM LLP USA and elsewhere in the world by Pharos Securities
Brokerage or an authorized affiliate of Pharos Securities Brokerage. This document does not constitute an offer
of, or an invitation by or on behalf of Pharos Securities Brokerage or its affiliates or any other company to any
person, to buy or sell any security. The information contained herein has been obtained from published
information and other sources, which Pharos Securities Brokerage or its Affiliates consider to be reliable. None
of Pharos Securities Brokerage accepts any liability or responsibility whatsoever for the accuracy or
completeness of any such information. All estimates, expressions of opinion and other subjective judgments
contained herein are made as of the date of this document. Emerging securities markets may be subject to risks
significantly higher than more established markets. In particular, the political and economic environment,
company practices and market prices and volumes may be subject to significant variations. The ability to assess






