Egypt’s Growth Environment

Economic prospects
in the post-Mubarak era
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Egypt has out-performed MENA
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The short-term: filling a financing gap

EGX30: —25% since January 2011

Tourism revenues: —60% since June 2010
Official reserves: —22% since end 2010
Growth in 2010: +5%:; Q1 2011: —4%

Cost of subsidies: +9% since 2010
Public-sector wage bill: +25% since 2010(?)
External financing gap: $12 billion



The MENA “social contract”
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Egypt follows a similar pattern
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Medium term

e Egypt’s “social contract” relies on entitlements
instead of high-quality public services
— Subsidies (food, fuel, etc.) = 3x education spending
— Public sector employment is 30% of total

e The “social contract” also relies on state control
over the economy
— 40% of agricultural VA is state-controlled
— The army controls ~10 — 20% of GDP

 The social contract imposes costs on

— Youth
— Small and medium entrepreneurs



Egypt’s Economic Outlook

 Main short-term priority: re-establish
confidence (the core of economic stability)

— Close the financing gap
— Raise public support,
* Reignite growth
— Must be >5% to absorb new labor-market
entrants

— A new social contract requires strong political
voices for: small-medium entrepreneurs, youth,
women, rural residents, etc.
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The youth “bulge”
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...while the quality of education is low
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And youth unemployment remains
persistently high
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Egypt at the crossroads?

Switzerland
1000 - ' : Norway
) Hapan

) ~
s l non-MENA trend
I

_ isi . K i
® 100 tordap, "B gahrain ¥
= Ching T * .
o !-"_gvp_t'_ UAE Qatar
— India V! *
= + Alge_ﬁa ++ Saudi Arabia
‘5 10 ++ - MENA trend
% * 1 T ’Lihva
o Vi 4+
-
t
S 1
O i
— +
:E Yemen *
c
g .
v +

0.1 ! | | | |
2000 4000 8000 16000 32000 64000

GDP per capita (USS, base-2 log scale)



