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 A Research paper to Study the Impact of the Momentum of this Epidemic on the Global 

and Local Economy, followed by a Study of the Impact on Sectors and the decree of the 
MPC Regarding Interest Rates on Deposits and Lending during the Next Meeting. 

Initially, many will ask about the relationship between these above mentioned variables, and will Egypt 
be affected if this momentum continues for a long time. 
The answer to this question will be clear to all through a Q&A scenario. 

 Q: Where did the Corona Virus Appear? 
A: It appeared in the Republic of China, specifically Wuhan, which is the industrial and import 
destination of the world. 

 Q: What does China Represent to the World? Was it Affected Internally? 
A: China represents the runner-up after the United States of America in terms of contribution to the 
global output, as its contribution rate is estimated at approximately 20% of the global production, and it 
also represents the main supplier of many production raw materials and also a lot of finished goods to 
Egypt and most of the world. 
The spread of the virus in China caused the closure of a large number of factories and companies, 
and the movement of air to and from China stopped to limit the spread of the virus, which affected 
trade between China and the world, including Egypt.    

 Q: Will Global Trade be Affected Negatively? 
A: Certainly, it will be affected strongly and more carefully in showing the extent of the impact. The 
International Finance Institute has reduced its forecasts for economic growth in the United States and 
China, while warning that global growth may record its lowest levels since the global financial crisis. 
The institute said that global growth in 2020 may be close to 1%, which is much less than the 2.6% 
growth in 2019 and represents the weakest growth since the global financial crisis. 
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 Q: Will this Momentum be reflected in the Prices of some Strategic Commodities, such 

as Oil and Gas? 
A: Absolutely, this will have a strong impact on the price of a barrel of oil, due to the significantly 
reduced rate of industrialization in China, as China is one of the most oil-consuming countries 
(13.5mn bbl/day) after the United States and the European Union, and the low pace of industrialization 
in China means lower consumption of a large amount of oil, and thus the price of a barrel of oil, which 
is now evident in the price of Brent crude, has reached USD 33. This means huge losses for the 
producing and exporting countries. However, Egypt will benefit positively in this matter due to its 
reliance on bridging the deficit in Petroleum materials through import, this will have a very positive 
impact on the state budget. 
On the other hand, natural gas will also be affected and decrease to less than USD 2/million global 
thermal units globally, but this matter may not be appropriate for Egypt's situation currently, especially 
since it has a large surplus of natural gas and needs to be exported. Egypt may be negatively affected 
by this. 

 Q: What is the Expected Impact on Egypt? 
A: Although the global decline in oil prices represents a positive point for the overall economy in Egypt, 
a slowdown in the rate of growth of Egyptian GDP is expected to occur, at least during the 3Q 
FY2020/2019, and that the country suffers from inflationary pressures during the period. The coming 
and this expectation is corroborated by the Importers Division statement issued last January, where he 
stated that Egypt imports about 25 to 27% of its needs from China, including an estimated USD 15 or 
16bn annually, and is considered one of the major suppliers to Egypt in all activities and commercial 
and industrial sectors and that almost more than 80% of the sectors in Egypt depend on raw materials 
that are imported from China. According to the data of the CAPMAS, Egypt's imports from China 
increased during the first 10 months of 2019 to USD 9.6bn, compared to USD 9.5bn during the same 
period in the previous year, an increase of 1.2%. 
As a result of this, importers expected some commodities to be negatively affected by the movement 
of imports of Chinese products, which include: "shoes, clothing, and all kinds of electronics, furniture, 
cars, and household and electrical appliances", as well as raw materials for medicines. 
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On the other hand, due to the lack of some papers related to the import process as a result of the 
interruption of the commercial process in China, the Egyptian ports were jammed with the goods 
received from them, and importers said that the delay in releasing the existing shipments at customs 
will raise the final product price and expected that the effect of this delay in releasing the goods on 
Prices with the beginning of next April and that the prices of goods and commodities rise by 40% due 
to this delay. This means that Egypt may accept a state of inflationary pressure temporarily during the 
coming period, and then new pressure on the policy committee during the next meeting. 

 Q: Will the Government Reduce the Price of Natural Gas to the Industrial Sector? 
A: Yes, there is a strong expectation that the government will reduce the price of natural gas to the 
industrial sector, but how much will the reduction be the most important question? It is well known that 
the government has reduced the price of natural gas from the previous period from USD 7 to 
5.5/thermal unit, and we hope that this time the reduction will take place "if it occurs" to less than USD 
3.5/per million thermal unit. 
Assuming the reduction, the primary beneficiaries are "iron and steel", "paints", "ceramics", 
"petrochemicals" and "fertilizers". 
As for the “aluminum” and “cement” sectors, they will not be affected in any way due to the reliance of 
the first on electricity, and the second on coal. 

 Q: Will other Sectors be affected? 
A: Absolutely. An event that represents a threat to one sector may represent an opportunities for 
another sector. For example: 

 The tourism sector in Egypt may be hit hard this year by what happens globally, including the 
suspension of airlines, the cancellation of flights, and so on. 

 The pharmaceutical sector may be affected positively in the short term, but negatively in the 
long run due to our total dependence on importing raw materials from China almost exclusively. 

 The health services sector is expected to see a positive impact during this crisis. 
 The food and beverage sector is expected to see a positive impact during this crisis. 
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 Q: What are the CBE Scenarios and will they lead to Stabilization or Reduction? 

A: The CBE may resort to fixing the interest rates on deposits and lending at 12.25% and 13.25%, 
respectively, according to several reasons, including: 

 The decrease in indirect foreign investments and the exit of foreign investors from investing in 
debt instruments in emerging markets due to the impact of this global momentum, including 
Egypt, where foreign investors conducted large exits from the government debt market during 
the previous period, and their sales amounted to EGP 4.3bn. In addition to the tourism sector 
in Egypt being affected negatively as a result of canceling many incoming trips to Egypt, 
especially from East Asian countries that Egypt was counting on to a great extent in reviving 
tourism internally. Accordingly, this will put pressure on the EGP against the USD. 

 An Expectation of price hikes during the coming period, and accordingly, an increase in inflation 
rate, which reached 7.2% during January. 

 
A: The Central may resort to an imperceptible reduction (from 25 to 50bps), in line with most of 
the world, led by the United States of America to reduce interest rates, as the US Federal Reserve at 
its last meeting cut interest by 25bps, and before that the Chinese Central Bank reduced The interest 
rate on medium-term loans as well as the European Union and finally the UAE and Saudi Arabia at a 
rate of 50bps. 
 
From our point of view, we believe that the scenario of the imperceptible reduction (from 25 to 
50bps) may be the most likely scenario to occur during the next meeting of the Monetary 
Policy Committee. 
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