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The election of a new 
legislature will follow 
in the very near future

President Abdel Fattah Al-Sisi to

President addresses Euromoney Conference:

This is an opportune time for the global financial 
community to come to Egypt

We will introduce a new uniform investment law that will 
further streamline the path for foreign investment

Our goals: growth of 6%, a budget deficit in the single 
digits, the inflation rate will fall to single digits

Smartcards will be rolled out first in Port Said in November 
and then nationwide in April 2015







             

The Tourism Development Authority 
(TDA) is in need of a boost amid tough 
political and economic circumstances that 
have plagued the country since the 25 
January Revolution, tourism officials said.

“It is the goose that lays golden eggs,” 
said Ilhamy Zayat, head of the Egyptian 
Tourism Federation (ETF), of the author-
ity, which injects billions of dollars into the 
state’s coffers.

The TDA promotes Egypt’s tourism 
programmes and services in countries 
exporting tourism to Egypt, according to 
Zayat.

The Egyptian official said that the au-
thority needs to undergo a major restruc-
turing in the coming period.

The North African country’s tourism 
revenues declined to $5.9bn in 2013, 
compared to $10bn in 2012 and $8.8bn 
in 2011. Revenues reached their peak in 
2010, standing at $12.5bn, according to 
data released by the Ministry of Tourism.

The tourism industry employs approxi-
mately 3.5 million workers directly and 
indirectly, and accounts for 11.3% of the 
country’s GDP, according to Minister of 
Tourism Hisham Zaazou.

“One unit at the Egyptian Tourism Fed-
eration provides three job opportunities,” 
Zayat said. She added that the authority 
will play a major role invigorating the ailing 
economy in the coming period by increas-
ing tourist numbers to Egypt.

Magdy Selim, head of the Domestic 
Tourism Department at the TDA, said 
they are organising parties in many tour-
ist attractions in the coming period to 
increase occupancy rates. He added that 
domestic tourism has given a boost to the 
tourism industry over the last three and 
a half years.

The authority has promoted many tour-
ism programmes for Egyptians in Luxor 
and Aswan, according to Selim.

“Yet, some tourism personnel working 
for the private sector complain that the 
authority’s activities are confined to par-
ticular cities,” said an official at the Tourism 
Development Authority.

The anonymous official said the authority 
has not promoted Egypt’s tourist destina-
tions abroad over the past few months and 
focuses on the Red Sea resorts of Hurghada 
and Sharm El-Sheikh. “The TDA lends a blind 
eye to the other cities,” he added.

The official, who owns a group of hotels 
in the Red Sea and South Sinai, said the air 
route launched by the Ministry of Tourism 
between Cairo and Taba was stopped. The 
cancellation came due to low demand and 
declining promotion efforts by the author-
ity, with the official adding: “The authority 
employs civil servants, not professionals.”

Zayat requested the formation of a 
private sector committee to supervise 
TDA promotion of activities inside and 
outside Egypt.

“The committee members will not find 
a conflict of interest between running the 
committee and managing their own busi-
nesses. On the contrary, there will be com-
petition between the committee members 
to win tourists back for Egypt,” Zayat said.

The 2013 Muslim Brotherhood sit-ins 
in Rabaa al-Adaweya and Nahda squares 
and their subsequent dispersals further af-
fected tourism levels to Egypt. Since then, 
Minister of Tourism Hisham Zaazou has 
played a major role in pushing Western 
and European countries to lift their travel 
warnings for Egypt’s tourist attractions.

“The TDA did not play a role in this,” 
the Tourism Development Authority of-
ficial said.

“Zaazou was very active while the TDA 
remained in a state of shock due to dete-
riorating conditions in the tourism sector 
over the last year,” he added.

The TDA did not shut down its 17 un-

productive offices abroad until July 2014 
claimed the official.

According to the anonymous official, 
the TDA’s decision to close three offices 
in Japan, Switzerland and Canada was de-
layed for over seven months.

According to the Ministry of Tourism, 
tourist influx to Egypt sank by 70% in Sep-
tember last year, representing its biggest 
fall in decades.

“The TDA chief should have sent a re-
port informing the Minister of Tourism 
that the authority’s foreign offices were 
completely useless and all officials at the 
authority and those working in the Japan, 
Switzerland and Canada offices should be 
held accountable,” he added.

“Tourist influx from the three countries 
did not surpass 300,000 last year,” the of-
ficial said, adding that officials at those 
offices and the TDA did not report the 
minister.

“There is favouritism and negligence 
within the authority. The foreign offices 
should not form luxury locations for the 
authority’s employees in light of hard eco-
nomic conditions,” he added.

Adel Zaki, head of the Foreign Ministry 
Committee at the Egyptian Travel Agents 
Association, said that the offices are still 
using old marketing techniques. He added 
that 24 European companies became bank-
rupt as a result of using such techniques.

Zaki called upon officials at the TDA and 
the ministry to move faster to use modern 
communications methods, including social 
media and search engines instead of tradi-
tional advertisements. “This method saves 
time and expenses,” he added.

The budget for tourism promotion 
stands at $40mn annually, a figure which 
has remained since the 25 January Revolu-
tion, Zaki said. He added that foreign com-
panies are far more effective than Egyptian 
offices in some markets.
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The Tourism Activation Authority 
(TAA) has started tapping into the po-
tential of search engine advertising, 
whilst also creating a social media pres-
ence, to increase tourism to Egypt. The 
Ministry of Tourism signed a deal with 
Visa Inc. last May to market tourism ser-
vices in the largest European markets. 

The Ministry of Tourism hopes to 
attract between 2% to 4% of visitors 
annually via the Visa Inc. website over 

the next year.
Online marketing for tourism ser-

vices saves money spent on reaching 
new segments of consumers of Egyp-
tian tourism services.

Experts believe that online market-
ing forms a major opportunity for tour-
ism for reaching out to major export-
ing markets.

Additionally, these new marketing 
patterns will be used to identify pat-

terns of tourism coming into the coun-
try, allowing for policies to be adjusted 
accordingly. They will take into account 
competing markets and global condi-
tions that will affect the influx of tourists.

The ministry has resorted to this new 
direction due to the growth of electronic 
marketing at the expense of traditional 
marketing. There is also a need to ration 
costs in the light of the financial crisis that 
Egypt is currently experiencing.

The ETA seeks to attract more tour-
ists from Asian and the GCC (Gulf Co-
operation Council) as visitors from 
these countries have largely stayed 
away since the 25 January Revolution 
due to political unrest.

The authority will focus on Chinese 
and Indian markets as they represent 
two of the world’s fastest growing 
economies. The ETA aims to raise In-
dian tourists to Egypt to 3 million and 
Chinese tourists to 300,000.

The Cairo-based authority will also 

try to increase tourism to the Upper 
Egyptian cities of Luxor and Aswan 
and as well as the capital Cairo. These 
destinations have taken a battering by 
the recession since the popular upris-
ing toppled former long-time dictator 
Hosni Mubarak in 2011.

The Ministry of Tourism pins its 
hopes on strong cooperation with 
EgyptAir Holding Company to make 
such an achievement.

The average Indian tourist’s spend-
ing totals $92 per night, while the Chi-

nese tourist spends an average of $80 
per night.

The ETA also wishes to encourage 
young people to visit Egypt’s Red Sea re-
sorts and other landmarks nationwide.

Meanwhile, the ministry will offer 
travel incentives to GCC tourists by 
slashing prices of tourism programmes 
to $450 for three nights.

European tourists who flock to 
Egypt annually account for 72% of the 
total tourist influx, while Arab tourists 
make up about 20%.

The Egyptian Tourism Authority (ETA) 
is planning to slash its $40m marketing 
budget by 25%, while reducing its par-
ticipation in international and regional 
tourism exhibitions.

However, the ETA will continue 
taking part in international tourism 
bourses. 

The authority has signed an agree-
ment with a tourism marketing com-
pany operating in Egypt’s main tourist 

markets, including France, Italy, Ger-
many, Britain, and the US.

Russia accounts for the largest pro-
portion of tourism to Egypt, followed 
by Germany, France, Italy and Britain, 
according to data released by the ETA.

The association has faced vehe-
ment criticism in the last few months 
for having offices in 17 countries, while 
the number of tourists from those 
states failed to surpass 11 million over 

the last three years.
The Ministry of Tourism shut down 

three offices in Japan, Switzerland and 
Canada as tourists who visit Egypt 
from those countries did not exceed 
100,000 per year.

Officials say that the ETA is plan-
ning to cooperate with privately-held 
tourism firms to promote Egypt’s 
tourism destinations in international 
tourism bourses.

The Central Agency for Organiza-
tion and Administration (CAOA) has 
given its approval for TAA restruc-
turing, which is set to establish new 
departments.

The Tourism Activation Author-
ity will introduce new departments 
within existing jobs for the marketing 
of tourist patterns and attraction of 
new consumer segments.

The restructuring is aimed at creat-
ing a new marketing department that 
will focus on the international tour-

ism sector. Another department will 
manage crises and a third will focus 
on new tourism services, such as golf 
and desert tourism, spas, diving, and 
education.

In the coming months, the TAA 
hopes to target the high-income mar-
ket - marketing to tourists whose 
expenditures exceed $80 per night, 
compared to ordinary tourists’ aver-
age of $36.3 per night.

Beach tourism represents approxi-
mately 95% of Egyptian tourist, while 

cultural tourism does not exceed 3%. 
The remaining 2% is distributed across 
other types of tourism.

The authorities hope that the 
establishment of these special de-
partments within the TAA will be 
a useful opportunity to identify the 
strong points of Egypt’s tourism 
market.

The same number of staff will be 
maintained throughout the restruc-
turing process, and no additional re-
structuring expenses will be incurred.

Online advertising project for tourism services begun

Egypt eyes more Southeast Asian and Gulf tourists 

ETA marketing budget to be slashed by 25%

Central Agency for Organization and Administration 

TDA needs 
major upgrade

Tourism officials have called for the restructuring of the Tourism Development Authority. 
Workers in the authority responded by saying that they have started a development and 
restructuring process.

The Tourism Development Authority is generating “gold” for the country, said Ilhamy Zayat, 
head of the Egyptian Tourism Federation - referring to the high revenues it generates and its major 
contribution to the Egyptian economy.

An official at the Tourism Development Agency said that the authority needs a significant re-
structuring in the coming period in order to cope with the changes in the global tourism market.

“The Central Agency for Organisation and Administration has approved the restructuring of 
the authority,” Ahmed Shokry, head of the International Tourism Department in the Agency said, 
adding that the coming period will witness “radical changes”.

By Abdel Razek Al-Shuwekhi
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Cairo – 16 September 2014:
e-Finance – the Egyptian company for the 

technology of operating financial institutions – an-
nounced its participation in “Euromoney Confer-
ence” for the second time. The Conference will 
be held in Cairo during the period between 16 
-17 September 2014, under the slogan “Stability, 
Investment and Growth.” “Euromoney Confer-
ence” is considered one of the largest specialised 
conferences in which the most important experts 
in the field of finance and investment in Egypt and 
the world participate. 

Ibrahim Sarhan, e-Finance Chairman, stated 
that the company’s sponsorship for this leading 
event comes as a confirmation of its leadership in 
the e-payment and e-collection industry. “In addi-
tion, our participation aims at demonstrating our 
unique capabilities to the government and the pri-
vate sector in executing and sponsoring the big-
gest financial events in the Middle East”, he added.

Sarhan expressed his happiness with e-Fi-
nance’s participation in this conference, which 
brings together the poles of investment in Egypt 
and the world. 

He went on to say that “Euromoney Confer-
ence” is one of the largest and most important 
international economic conferences, which fo-
cuses on financing and evaluating the economy 
in a realistic manner. He added that the fact that 
“Euromoney Conference” is taking place in Cairo, 
especially in light of the economic conditions in 
the country, is considered a positive step which 
will contribute to creating and attracting new in-

vestments to Egypt.
The conference – held over the span of two 

days – will showcase the real state of the Egyp-
tian economy and the actual economic measures 
taken on the ground to improve its conditions, 
according to the latest and most recent develop-
ments.

The most important topics to be discussed 
in the conference this year will include the new 
political map in Egypt, the current government’s 
economic strategy, the economic and investment 
future of Egypt, Gulf aid to Egypt, and the role of 
the International Monetary Fund (IMF) and inter-
national financial institutions in the development 
of the Egyptian economy. Other topics discussed 
will also include reforms in the subsidy system, 
capital markets, new IPOs in the stock market, 
infrastructure, energy and the challenges facing 
the state’s public resources.

About e-finance:
e-finance provides state of the art Electronic 

Payment Solutions and Business Integration & 
Optimisation services to the government and fi-
nancial sectors in a secure environment according 
to the international security standards.

e-finance is the First and Largest Electronic 
Payment and Collection Gateway in Egypt. Being 
a national company, e-finance’s shareholders are 
National Investment Bank (70%), National Bank 
of Egypt (10%), Banque Misr (10%), and Egyptian 
Banks Company-EBC (10%). For more informa-
tion visit: www.efinance.com.eg

From16-17 September 2014
e-Finanace participates in 
‘Euromoney Conference’ for 
the second time as one of the 
official sponsors
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Tourism In Numbers
Egypt is currently going through a period of economic 
recovery, with tourism and hospitality at the forefront. 
The country’s economic status witnessed a downturn 
in the recent past due to market instability. Although 
this has had a downward impact on the country’s 
tourism sector, the state of the economy is expected 
to return to pre-2011 levels in the mid-term.

Hotel Market Snapshot | September 2014 | Hospitality | Colliers International

Executive Summary 
Egypt Market Overview

Egypt is currently going through a period of economic 
recovery, with tourism and hospitality at the forefront. 
The country’s economic status witnessed a downturn in 
the recent past due to market instability. Although this 
has had a downward impact on the country’s tourism 
sector, the state of the economy is expected to return to 
pre-2011 levels in the mid-term.

Egypt’s inbound tourist visitation decreased by -17.9% 
in 2013, largely attributed to security measures and 
certain travel restrictions which impacted major cities. 
Conversely, domestic tourism within Egypt has 
increased in the same year as the local populace 
participated in greater travel activity.

The domestic market has occupied a larger share of 
tourism spending in the last three years. On the 
international front, Europe is Egypt’s primary market 
feeder, accounting for 70% of international arrivals in 
2013 (8.2 million tourists).

Global hotel operators have maintained their 
development plans for Egypt, with a number of high-
profile hotel openings expected from 2014 to 2019.

Egypt saw an increase in demand during the first half 
of 2013, leading to higher occupancy and average 
rates. Hotel performance took a hit in the second half 
of 2013 due to a change in government – this resulted 
in countrywide occupancies of 47% for FY 2013.

Government initiatives are currently underway, with the 
intent to ultimately grow inbound visitor demand to 
pre-2011 levels and reaffirm the strength of Egypt’s 
tourism industry.

A solid indicator of confidence in Egypt’s tourism 
sector is the planned expansion of airports and the 
quality of confirmed forthcoming hotel openings, which 
includes capital-intensive luxury properties such as the 
Kempinski Royal Maxim, the Raffles Citistars Sharm 
El Sheikh and the St. Regis Cairo.

A positive future outlook is expected for Egypt’s 
hospitality real estate market. Tourism and hospitality 
investors are aware that Egypt bears strong tourism 
fundamentals which greatly influence the state of the 
economy.

Egypt Market Overview

Source: WTTC; World Population; Colliers International

Hotel Market Overview

Egypt | Cairo in Focus
September 2014

2013
Y-O-Y 

Growth
2012-2013

2013
Y-O-Y 

Growth
2012-2013

Population Total Domestic Tourists 
(Millions) (Millions)

84.5 2.4% 15.9 8.8%
GDP Total Overnight Stays
(EGP Billions) (Millions)

1.8 12.0% 53.9 1.6%
Tourism GDP Hotel Occupancy %
(EGP Billions; Real Growth %) (Occupancy %)

217 -2.0% 43.4% -14.3%
Capital Investment Hotel ADR
(EGP Millions) (EGP)

31 4.0% 519 -8.6%
Total Inbound Tourists Hotel RevPAR
(Millions) (EGP)

9.4 -17.9% 203 -9.0%
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Egypt Tourism 
Economics
Tourism Contribution to GDP

Travel and tourism’s total contribution to GDP reached EGP 217 
billion in 2013 accounting for 12.6% of total Country GDP. 
Egypt has always relied heavily on its tourism sector and has 
developed strong tourism fundamentals through its irreplaceable 
demand anchors.

The challenges faced in the last three years are expected to 
subside in the mid-term, with the tourism industry forecasted to 
strive in an improving economic environment. Tourism GDP is 
expected to grow to EGP 368 billion, accounting for a 12.0% 
share of total GDP.

Domestic and International Visitor 
Spending

According to the World Travel & Tourism Council, domestic 
tourism generated 66.5% of total spending in 2013, with 33.5% 
generated by international visitors.

Spending by international visitors used to represent a larger share 
of overall spending pre-2011, but this trend has shifted towards 
the domestic market in recent years. Recapturing this 
international spending will be an important goal for the Egyptian 
tourism industry in the years to come.

Leisure and Business Spending

Leisure tourism has always been the main driver in terms of 
volume and value of tourism. In 2013, leisure accounted for 
69.7% of total spending while business tourism spending stood 
for 30.3% of the total value of tourism. 

Business spending has seen an average annual increase of 11% 
from 2008 to 2013. Despite recent economic downturns, business 
spending increased by 5% in 2011 and 4% in 2013. This trend is 
expected to continue in the coming years as stability is currently 
returning to the overall market.

Tourism Capital Investment 

Capital investments in tourism assets saw a decrease of -10.5% 
in 2011. In 2012, this figure reached EGP 30 million – a 
moderate growth of 1% from the previous year. WTTC forecasts 
capital investment growth of 5% per annum from 2014 to 2018.

Terminal 2 at Cairo International Airport has been under 
renovation and expansion since 2010, with capacity expected to 
double to 24 million passengers per annum upon completion.

Travel & Tourism Total 
Contribution to GDP (EGP billions) 
2010-2018(f)

Source: IMF; WTTC

Travel & Tourism Capital 
Investment 2010-2018(f)

Source: WTTC

Airport Capacity Increase

Source: Colliers International

Original After Expansion

Cairo Int'l Airport 12 Million 24 Million 

Hurghada Airport 5.6 Million 13 Million

Annual Passenger Capacity

Leisure vs. Business Spending 2013

Source: WTTC
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Inbound Tourism Arrival

Back in 2011, tourist arrivals to Egypt decreased by -
33.2% as a result of the regional unrest. Inbound 
tourism picked up in 2012 by 17.1% as normality 
returned to the market.

The number of visitors to Cairo increased by 8% in 
2012, while Sharm El Sheikh and Hurghada saw 
respective increases of 10% and 6%, as these cities 
were perceived to be safer.

Successive drops in tourism visitation to Egypt were 
witnessed in 2011 (-33%) and in 2013 (-17%), 
however the future outlook is that of market recovery, 
with demand expected to increase by 4% per annum. 
Optimistic growth in this sector is to spur hotel demand 
as inbound tourists would be attracted by the prospect 
of a stable market.

Cruise ship tourism is expected to play an increasingly 
important role within Egypt’s tourism industry and in 
the country’s greater economic recovery.

Domestic Tourism

The year 2013 witnessed an 8.9% increase in the 
domestic tourism movement within Egypt to 15.9 
million trips, as heavy promotions and low price 
policies in hotels have been implemented to attract 
domestic visitors.

Although Alexandria had previously endured travel 
restrictions, it is the most popular destination for 
domestic tourists having received 7.6 million 
individuals in 2012, a 12% increase over 2011.

South Sinai (which includes Dahab, Nweiba and Sharm 
El Sheikh), was the second strongest region for 
domestic tourism, attracting 3.9 million individuals in 
2012, followed by Hurghada, (which includes 
Hurghada City, Marsa Alam and Sahl Hashish), with 
1.9 million domestic tourists in the same year. Cairo 
received only 0.6 million domestic tourists in 2012, a 
decline of -21% since 2010. The majority of visits 
were for business purposes.

Inbound Tourism 2010-2017(f)

Source: CAPMAS; Colliers International

Domestic Tourism 2010-2017(f)

Source: CAPMAS; Colliers International
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Egypt’s Hotel Market
Egypt’s Market Feeders

Europe is and has always been Egypt’s primary market 
feeder. In 2013, 8.2 million Europeans visited Egypt, 
accounting for 70% of total inbound tourists. This is 
followed by visitors from the Middle East (17%), while 
Africa, Asia and North America accounted for around 
3-4% each.

With an estimated 2.8 million tourists recorded in 
2013, Russia is Egypt’s primary source country, the 
majority of which head to Sharm El Sheikh’s all-
inclusive resorts. The Russian market is expected to 
see a cumulative increase of 38% from 2014 to 2018.  

All-inclusive Red Sea resorts tend to attract European 
travellers while Luxury hotels cater for domestic 
market and tourists from the Gulf Cooperation Council.

Hotel Current Supply

Hilton Worldwide has the highest presence in the 
country, with 7,000 keys and additional 2,100 in the 
pipeline. Starwood’s presence is the second largest, 
with a total of 4,400 existing keys and an additional 
794 keys in the pipeline. Iberhotel, Accor and Marriott 
International are also well represented in Egypt. The 
cities with the highest hotel brand penetration are 
Cairo, Sharm El Sheikh and Hurghada - given the large 
influx of international visits to these cities. 

Red Sea destinations benefit from direct European 
flights. Sharm El Sheikh and Hurghada enjoyed 
booming pre-2011 demand, thereby appealing to 
investors. Economic instability has affected the Red 
Sea markets to a lesser extent than it has in Cairo and 
Alexandria, and as such these markets are expected to 
experience a quicker recovery.

Hotel Future Supply

Between Q3 2014 and 2019, hotel supply is expected 
to increase by 11,618 rooms across 34 properties, the 
majority of which have been planned for Sharm El 
Sheikh.

Forthcoming supply is expected to introduce renowned 
regional and international brands to Egypt, with brands 
such as The Address (Emaar), Raffles (FRHI) and 
Westin (Starwood Hotels & Resorts) to make their 
debut in the country between 2014 and 2018.

Source Markets by Region 2013

Source: Colliers International

Major Hotel Operator Presence in 
Egypt 2014

Source: Colliers International

Africa, 
4.3%

North America,
3.3%

Asia,
4.3%

Europe, 
69.6%

Middle 
East, 
18.4%
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Hotel Demand
In 2013, approximately 54 million overnight stays were 
recorded by Egyptian hotels, an increase of 1.6% from 
2012. The positive performance is attributed to the 
period of relative calm in H1 2013, which witnessed 
higher levels of security and stability as efforts to 
redirect tourism back to Egypt were implemented. 
According to BMI forecasts, tourist nights in Egypt are 
expected to small decreases over the coming years, 
reaching 54 million overnight stays in 2018.

Key Cities’ Performance Indicators
In 2013, the majority of Egyptian key markets saw 
declines in occupancy rates – a direct result of limited 
tourism demand. 

In contrast, all markets saw year-on-year growth in 
2013 average daily rate (ADR).

• Hurghada achieved the highest occupancy rates 
(58.1%) in 2013, however, this marked a -12% 
decrease over the previous year. In contrast, 
occupancy increased by +2.8% in July 2014 YTD 
when compared with the same period a year before. 
This however, was off the back of a -8.7% decrease 
in ADR levels in 2013.

• Sharm El Sheikh showed signs of growth in 2013, 
and despite occupancy faltering to 57.9%, ADR 
increased by +4.1%. This trend did not carry through 
to YTD July 2014 as the coastal city saw a -7.8% 
decrease in occupancy levels and a -10% drop in 
ADR levels, indicating that the market is relatively 
slow to enter the recovery phase.

• Cairo’s attempt to discount rates post 2011 in an 
attempt to reignite demand was unsuccessful. As a 
result, hoteliers opted for higher ADR levels in order 
to salvage RevPAR, a strategy which resulted in 
growing revenues. Despite faltering occupancy levels 
(reaching 40% in 2013), ADR increased by +15.9% 
in 2013 and a further +1% in YTD July 2014 when 
compared with the same period a year before.

• Alexandria’s occupancy levels saw a -12% drop in 
2013, however the city’s hotels were able to maintain 
a healthy occupancy of  61% during YTD July 2014.

• Luxor mainly caters to religious tourists, largely 
attracting domestic market along with GCC and Arab 
nationals. Lower demand resulted in YTD July 2014 
YTD decreases in occupancy (-23.5%) and ADR (-
18.6%).

• Marsa Alam’s occupancy declined -13.3% in 2013 
and remained stable in July 2014 YTD. This market 
mostly attracts domestic tourism, and is growing as a 
popular sea resort destination.

Hotel Overnight Stays 2010-2017

Source: Business Monitor International

Hotel Performance Movements in 
Key Cities FY 2012 - FY 2013

Source: STR Global;  Colliers International
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Service Charge Modification

Prior to the downturn of the market, the service charge 
implemented at Cairo’s hotels was solely used as a 
method of covering payroll expenses. The government 
has recently revised hotel profit-and-loss reporting 
structure and allocation of funds, thereby allowing 
hotels’ service charge to be directly counted towards 
revenues.

This has resulted in increased profitability margins for 
concerned hospitality establishments, thereby 
increasing the asset value of properties in the Capital.

New Luxury and Upper-Upscale Hotels

New Luxury and Upper-Upscale hotels are currently 
under development in Cairo, with a total of 2,580 keys 
excepted to open between 2014 and 2019. High-profile 
forthcoming properties include the 248-key Royal 
Maxim Palace Hotel Kempinski, the 331-key Nile Ritz 
Carlton, the 292-key St. Regis and the 350-key Shaza
Cairo Nile

Cairo Hotel Market Segmentation 2014

Source: Colliers International

Conclusion
In fiscal 2013/2014, Foreign Direct Investment saw 
year-on-year doubling to EGP 43 billion, and the 
country is aiming for EGP 71 billion in fiscal 
2014/2015 through means of enhancing business 
initiatives and eliminating bureaucracy.

Despite the economic decline affecting the tourism 
sector, recent socio-political stability in the region is 
strongly believed to signal future growth in Cairo’s 
high-end hotel sector.

Promising indicators for Egypt’s tourism industry are 
the airport expansions and the optimistic pipeline of 10 
capital-intensive Luxury hotel developments 
representing 2,653 keys to open between 2014-2019.

The most successful markets of the past year was 
Sharm El Sheikh and Hurghada. A greater volume of 
domestic tourism and attractive room rates play a 
major part in keeping Red Sea market occupancies 
above the national average.

Egypt’s economy has traditionally been reliant on its 
tourism industry, and the long standing, strong market 
fundamentals represent a solid investment opportunity 
for the tourism industry in the long term.

An important aspect of the economic recovery will 
undoubtedly be drawn out from the tourism industry. 
Positive forecasts of increasing tourist numbers and 
increased capital expenditure provide an optimistic 
outlook on what has been a challenging past three 
years.
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Hotel Demand
In 2013, approximately 54 million overnight stays were 
recorded by Egyptian hotels, an increase of 1.6% from 
2012. The positive performance is attributed to the 
period of relative calm in H1 2013, which witnessed 
higher levels of security and stability as efforts to 
redirect tourism back to Egypt were implemented. 
According to BMI forecasts, tourist nights in Egypt are 
expected to small decreases over the coming years, 
reaching 54 million overnight stays in 2018.

Key Cities’ Performance Indicators
In 2013, the majority of Egyptian key markets saw 
declines in occupancy rates – a direct result of limited 
tourism demand. 

In contrast, all markets saw year-on-year growth in 
2013 average daily rate (ADR).

• Hurghada achieved the highest occupancy rates 
(58.1%) in 2013, however, this marked a -12% 
decrease over the previous year. In contrast, 
occupancy increased by +2.8% in July 2014 YTD 
when compared with the same period a year before. 
This however, was off the back of a -8.7% decrease 
in ADR levels in 2013.

• Sharm El Sheikh showed signs of growth in 2013, 
and despite occupancy faltering to 57.9%, ADR 
increased by +4.1%. This trend did not carry through 
to YTD July 2014 as the coastal city saw a -7.8% 
decrease in occupancy levels and a -10% drop in 
ADR levels, indicating that the market is relatively 
slow to enter the recovery phase.

• Cairo’s attempt to discount rates post 2011 in an 
attempt to reignite demand was unsuccessful. As a 
result, hoteliers opted for higher ADR levels in order 
to salvage RevPAR, a strategy which resulted in 
growing revenues. Despite faltering occupancy levels 
(reaching 40% in 2013), ADR increased by +15.9% 
in 2013 and a further +1% in YTD July 2014 when 
compared with the same period a year before.

• Alexandria’s occupancy levels saw a -12% drop in 
2013, however the city’s hotels were able to maintain 
a healthy occupancy of  61% during YTD July 2014.

• Luxor mainly caters to religious tourists, largely 
attracting domestic market along with GCC and Arab 
nationals. Lower demand resulted in YTD July 2014 
YTD decreases in occupancy (-23.5%) and ADR (-
18.6%).

• Marsa Alam’s occupancy declined -13.3% in 2013 
and remained stable in July 2014 YTD. This market 
mostly attracts domestic tourism, and is growing as a 
popular sea resort destination.
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Hotel Performance Movements in 
Key Cities FY 2012 - FY 2013
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By Dahlia Kholaif

Ripplewood's comeback to Egypt's 
business arena may be followed by 
more deals, as the New York-based 
firm mulls other opportunities in 
the country, founder and chief ex-
ecutive officer Timothy Collins told 
Daily News Egypt.

The firm's recent twin investment 
in Palm Hills and SODIC, involving 
the purchase of a 2.3% and a 9.4% 
stake respectively, has raised hope 
in the return of foreign investors to 
the country.

The deals are the company's first 
since 2009, when it completed the 
exiting of an influential stake it had 
purchased in the Commercial Inter-
national Bank, three years earlier. 

In an interview with Collins, Daily 
News Egypt found out more about 
ongoing talks that Ripplewood is a 
part of in Egypt, and which markets 
it will be targeting next.  Despite 
several attempts to reveal updates 
of talks or potential deals, Collins 
was determined not to speak of 
plans that are not yet concrete. He 
asserted, however, his full belief in 
Egypt's ability to heal its economy, 
and his firm's commitment to pro-
vide support.

Following your recent invest-
ments in Palm Hills and SODIC, are 
you considering future ventures?

Investing in Egypt is our number 
one priority at the moment. We are 
looking at other investments and 
there are many great opportunities.

What sectors are you specifically 
interested in?

Agriculture, real estate, telecom-

munication and banking.
Why did you target Palm Hills and 
SODIC, both major real estate de-
velopers?

 We believe the real estate sec-
tor is the driver of the economic 
recovery in Egypt. It is a significant 
and very important sector. For the 
economy to improve, real estate 
needs to improve, and the real es-
tate sector will pick up as the econ-
omy improves. It’s a cycle.

What about plans for the region 
- do you have any investments in 
the region or are considering any?

We just entered the region 
through the two Egypt investments. 
The Middle East is among our re-
gions of focus, along with peripheral 
Europe and Africa. 

Are you targeting a certain profit 
from your firm’s two ventures in 
Egypt?

No. They have done really well 
since we invested, and we expect 
them to do really, really well. 

But there is no targeted profit?
What we expect and target is for 

our presence to help them grow and 
become even bigger leaders in the 
market.

Ripplewood has bought a 2.3% 
stake in Palm Hills and according 
to reporters, the firm is aiming to 
increase the stake. How much of 
an increase are you planning?

We do not know yet. Time will tell. 
We expect to have a greater stake.

Are there talks taking place?
No. There is a process. We will 

continue to look aggressively at how 
to increase our stake.

Will your next investment in 
Egypt be another real estate com-
pany?

I'm not sure, yet. We are really 
interested in investing in Egypt and 
we’re looking at lots of things and 
it's always hard to predict which 
thing will happen, and when. 

In terms of the Middle East, which 
country do you think will be your 
next to tap?

There are lots of opportunities 
everywhere. What we are really 
looking for are places where we can 
make a difference. In Egypt, one of 
the reasons why we began with real 
estate is because, in my view, real 
estate and housing and construc-
tion can drive a lot of the short-

term recovery and create momen-
tum in the Egyptian economy, and 
that is really critical. So, as much 
as I think it would be wonderful if 
tourism came soaring back tomor-
row, it seems very unlikely that this 
will be the short-term driver. Over 
the long-term, Egypt is one of the 
greatest tourism destinations on 
the planet, but in the short-run, this 
economy needs momentum, and it 
needs jobs. We think this is good for 
Egypt, and it's good for the Egyptian 
economy, and what is good for the 
Egyptian economy will be good for 
our investments.

Are you planning to invest in Palm 
Hills and SODIC during the long-
term or will you be planning to 
exit them?

We have a great deal of faith in the 
potential of these two investments to 

create a lot of value. And if you look 
at the enormous value that was cre-
ated for CIB, even after we left and 
even after the revolution - and the 
same is true all around the world, and 
wherever we have invested - we've 
been able to create a lot of value.

Are there any ongoing talks?
There are lots of talks. But talk is talk.

When we came and invested in CIB, 
foreign direct investments [FDI] 
tripled. And when I invested in Long-
term Credit Bank of Japan, FDI went 
up tenfold in the two weeks that fol-
lowed. So, not only do we think it is 
important that we’d be supportive 
and helpful, and that these two en-
terprises raise capital and do well, to 
create momentum for the economy, 
but it is also a demonstration of my 
commitment.

I have been here 30 times in the 
last two years, which is an expres-
sion of my commitment to Egypt.  
That, from a pretty careful and suc-
cessful investor, is good news for 
other investors looking at Egypt.

Where does your commitment to 
Egypt stem from? Amid slump-
ing FDI and fleeing investors, you 
have shown interest. Why?

First of all, I love Egypt. I've been 
here countless times. We had a won-
derful, satisfying and profitable ex-
perience with CIB, which was very 
rewarding. My son loved it here. And 
Egypt is a very, very important place 
in the region. I have the luxury of in-
vesting in things that I think are not 
only profitable, but important, and I 
don’t want to invest in anything that 
isn’t. If you want to create a differ-
ence, this is the right place to do that.

Several Gulf states and investors 
have expressed interest since last 
June to help Egypt on its path to 
economic recovery. Since the goal 
is mutual, would you consider co-
operation with Gulf companies?

Absolutely.

What about concerns with regards 
to Egypt's economy?

Everybody has concerns. They 
need to sort out the energy problem, 
they need to bring back momentum 
to the economy, and they need to get 
the budget under control. There are 
lots of concerns, but I have a high lev-
el of confidence that Egypt is a place 
that is on the brink of renaissance.

Would you not consider the en-
ergy sector?

I would consider it, but it's not 
on our top four priorities. We've 
looked at things in the energy sec-
tor, but it's not our strongest area 
of expertise, although there were 
some things that we looked at. 

What do you think should be the 
main focus of the government in 
the near future?

I'm not an economist, nor an ex-
pert on economic policy, but I see the 
greatest thing the government can do 
to rebuild momentum in the economy 
is to support private investment and 
the private sector. There is an enor-
mous interest in Egypt and the quick-
est way to bring the economy around 
is to begin to attract more investment 
and to create confidence among small, 
medium and large enterprises inside 
Egypt, which will create jobs. Creating 
jobs and fixing the energy situation 
should be the number one priority.

Larger stake in Palm Hills sought: Ripplewood CEO

 Timothy Collins 

Collins affirms commitment to support Egypt’s economic recovery, interest in more opportunities in the country
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Egypt, which has suffered energy shortages in 
recent years that have led to frequent black-
outs and contributed to a stagnant economy, 
is looking for alternative energy sources to 
meet growing pressures on power stations.

Coal, another fossil fuel, got the green 
light from the interim government in April to 
be used by certain industries to offset their 
dearth in energy. In the meantime, progress 
in utilising renewable energy has been slow, 
but steady.

In June, Minister of Industry and For-
eign Trade Mounir Fakhry Abdel Nour an-
nounced that American solar energy firm, 
Consilio Group, is planning to set up proj-
ects worth $100m. Like many officials before 
him, Abdel Nour reiterated that new and 
renewable energy is at the “top the govern-
ment’s priorities”.

Daily News Egypt spoke with Consilio 
Group CEO Oliver Meissner to find more 
about this project, and other investments 
which the Consilio Group plans to set up in 
Egypt. Meissner explained that the plans have 
not been contracted and sealed with the gov-
ernment yet, and hence much of its details 
cannot yet be revealed. However, he voiced 
his optimism in the potential that lies beneath 
Egypt’s sun.

How big are your investments around the 
world? How much of it is in the Arab world?

 The Consilio Group is focused exclusively 
on Egypt.

The Consilio Group is investing $100m in 
electricity from solar power in Egypt. What 
has lured the firm to invest in Egypt now, 
although previous administrations have 
also repeatedly affirmed that renewable 
energy is among their top priorities? 

We see huge potential in Egypt now, given 

what we see as a very strong new government 
and the confidence in President Al-Sisi. Our in-
vestment commitment is still pending a signed 
agreement with the government of Egypt.
 
Do you have any partners working on these 
projects, whether local, regional or interna-
tional? If yes, could you please name them?

Yes but this is confidential at the moment.
 
What would Consilio's role exactly be in 
setting up these utilities?

We are the project owner and developer.

Could you please provide more informa-
tion about these projects? Their locations, 
capacity each, start date, expected inaugu-
ration time, etc? 

This is still confidential information.

What is the latest with regards to studies 
you have mentioned, pertaining to gener-
ating 300MW of electricity per year over a 
period of 25 years in Egypt? Has there been 
any update?

25 years is the standard lifetime of a solar 
project. Ultimately we anticipate GWs of so-
lar capacity in Egypt.
 
There has been no tariff set by the govern-
ment to purchase electricity generated 
from renewable energy. What was the tariff 
stated in the contracts signed with the gov-
ernment?

There is no project or signed contract with 
the government of Egypt yet. We are awaiting 
next steps from the Egyptian government to 
agree to our proposed pricing and to sign our 
power purchase agreement (PPA) contract.

What guarantees, or demands, did the Con-
silio Group request of the government, if 
any, for it to be investing in an industry that 
is largely new?

We are requesting a 25 year PPA guarantee 
from the Central Bank of Egypt, as well as 
the land for the project. If guarantees are not 
possible then Egypt must be willing to work 
closely with other governments (i.e. the US), 
which may be able to assist.
 
Egypt has a large amount of sun hours 
throughout the year, and therefore using 
sun to generate electricity, is only logical. 
What is your evaluation as an investor in 
the market, in terms of hurdles, obstacles, 
concerns, legislations, and facilities? How 
much do you think the market can grow? 
What is a realistic target that the govern-

ment can put for its dependence on solar 
energy?

Solar energy requires subsidies in order to 
compete with traditional energy sources such 
as coal, oil and gas. If a country is unwilling or 
unable to provide such subsidies then it must 
show strong cooperation with other coun-
tries which may be able to assist. For example 
the US government may be willing to provide 
such funding if they felt a sense of coopera-
tion and trust from the Egyptian government, 
while now it seems that there is quite a bit 
of mutual animosity. This must be repaired. 
Another hindrance is that solar only 
works during sunlight hours, and it may 
be difficult to address peak evening de-
mands in Egypt - therefore solar should be 
viewed as a supplemental energy source. 
To date energy storage solutions are 
very expensive and difficult to implement. 
I believe that Egypt could ultimately benefit 
greatly from solar due to the abundance of 
sun, and the clean, non-polluting nature of 
this energy source. Perhaps 20% or more of 
Egypt's energy could come from solar.
 
Will you be dealing with any of the several 
EU-based funds that promote usage of re-
newable energy to generate electricity?

We deal primarily with US-based funding.

What other countries in the Arab world will 
Consilio Group go to next? Are there any 
ongoing talks?

We are focused on Egypt.
 
What other projects is the firm planning in 
Egypt?

We are focused on getting this first solar 
energy project started with the government, 
potentially with cooperation from the US, 
before considering other projects.

More than 20% of Egypt’s energy could be solar: Consilio CEO

Consilio Group is planning to set up projects worth $100m in Egypt Consilio Group CEO Oliver Meissner

Solar energy is a supplemental source as it requires subsidies and storage to meet peak hours  

 “WE see huge potential in Egypt now,  given what we see as a very 

strong new government and the confidence in President Al-Sisi”
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potential for 15 new oil and gas agreements to be signed by end of year, taking year’s total to 50

Daily NEWS
EGYPT

Published by Business News for Press, and 
Distribution under License from the Supreme 

Council of Journalism
12 Haroon St., Dokki, Cairo, Egypt

Tel: +202 37486853  |  Fax: +202 37486936 
 info@thedailynewsegypt.com

Art Director
Abdel-Azim Saafan
Mohamed Safwat

Translation Manager 
Caitlyn Doucette

Chief Editor 
Saad Zaghloul

Editor 
Emad Elsayed

Chairman 
Mostafa Sakr

Economy Editor  Nevine Kamel
Politics Editor  Basil El-Dabh
Opinion Editor Eduard Cousin

Arts & Culture Editor  Elizabeth Stuart

By Mohamed Adel

The most salient obstacle currently facing 
Egypt is accumulated debts to foreign partners 
in the oil sector as well as a decrease in natural 
gas production rates. In an interview with Daily 
News Egypt, Petroleum Minister Sherif Ismail 
outlines the government’s plan to stimulate 
investment in different sectors and solve ob-
stacles faced by the state. He also details the 
Ministry of Petroleum’s plans to offload debts 
and garner new streams of income.

It was previously announced that the Min-
istry of Petroleum intends to repay $1.5bn 
of dues to foreign partners. What are the 
details of this plan?

The ministry aims to repay some $2bn of 
debts to foreign partners during the year, and 
part of this will be paid in Egyptian pounds. An 
estimated $1bn of debts to foreign partners 
in the oil sector will be paid back during the 
month of September.

The ministry aims to borrow about $1bn 
from foreign banks by the end of this year 
in order to pay back foreign partners. In FY 
2013/2014, $11.2bn of debts were paid, while 
the estimated value of partners’ shares in oil 
and gas was approximately $11.7 bn.

These measures confirm petroleum’s com-
mitment to paying dues to foreign partners on 
a regular basis in the form of petroleum prod-
uct shipments, price adjustments, or money.

Can you tell us about the Emirati Ministry 
of Petroleum’s request that remaining pay-
ments to foreign partners be guaranteed?

This was, in fact, requested, and the UAE 
government is currently studying Egyptian 
guarantees to pay of dues to foreign partners 
in the oil sector, which amounted to about 
$5.9bn by the end of June.

Will there be another tender offered for oil 
and gas exploration in the coming months?

The Ganoub El-Wadi Petroleum Holding 
Company (Ganope) in partnership with EGAS 
[Egyptian Natural Gas Holding Company] will 
launch a new international tender for oil and 
gas exploration during the coming months, 
which will encompass areas in the Delta and 
the Mediterranean but not deep water areas. 
For the first time, Egypt will offer two zones for 
shale gas exploration in the Western Sahara, 
with special conditions.

Preliminary estimates indicate that Egypt 
has around 500tn cubic feet of shale gas and 
100tn feet are extractable, according to the US 
Energy Information Administration.

When will the results of the bid offered by 
EGAS be announced?

EGAS will announce the results of the bid-
ding during the month of September, and cur-
rently, submissions from foreign companies are 
being evaluated. 

I expect that 15 new agreements will be 
signed by the end of this year, bringing the to-
tal number of agreements signed this year to 
around 50.

What happened with the idea to import the 
gas needed by power plants in the coming 
years?

An international tender has been offered 
to import about 350m cubic feet of gas per 
day over the next three years. These figures 
may be increased to serve power plants, and 
several international companies specialising in 
the field have responded to the tender. The 
price will be determined by the market, and 
will not be fixed. 

An agreement was also be undertaken to 
rent a gas tanker for the next five years. The 
winning company will be announced after the 
final signing in the coming months.

Importing gas will cost about $170m in or-
der for us to supply three or four LNG ship-
ments per month. We are currently in the final 
stages of signing a contract with Sokhna Port, 
and annual fees have been agreed upon in ex-
change for ship parking.

Will price adjustments be issued for gas 
produced from new projects other than 
RWE’s Desouk?

An unconventional gas prices adjustment is 
taking place for another project in the West-
ern Desert with a foreign partner. One of the 
companies operating in Mediterranean deep 
waters has requested an adjustment for gas 
prices for the agreement, and the measure is 
being studied. 

New gas price adjustments are calculated 
according to studies of the project and are 
completed in a manner that suits the eco-
nomics of each region, therefore achieving 
revenues for the foreign partner. 

Gas prices were adjusted in order to 
stimulate investments in the area, as prices 
have held steady at $2.5-$2.65 since July 2000, 
and required an adjustment for production-
linking projects due to the increased costs 
of investment for partners. Price adjustments 
will be considered occasionally in order to 
push foreign partners to increase investments 
in the region.

What are some of the most prominent 
projects underway in the field of oil and 
gas research and exploration during FY 
2014/2015?

British Gas (BG) is investing approxi-
mately $1.6bn in gas production during FY 
2014/2015. Investments in British Petro-
leum’s North Alexandria project, which aims 
to add 1.25bn cubic feet of gas production, 
may exceed $9mn.Good opportunities exist 
for exploration in  Abu Rudeis, which will play 
a positive role in increasing crude oil produc-
tion over the coming months and conducting 
assessments of the area.

How much investment will be injected in 
the refining and petrochemical sectors dur-
ing the coming months?

A range of projects are now underway for 
the next phase with investments of $9m in the 
fields of petrochemicals and refineries. Capital 
and bank loans will finance the projects in ac-

cordance with the results of feasibility studies.  
The Egyptian General Petroleum Author-

ity (EGPC) contributes 23.8% of financing for 
hydrocracking unit projects for the Egyptian 
Refining Company, supplying investments to-
talling $3.7m. The remaining funding will come 
from foreign banks. The Islamic Bank is financ-
ing the establishment of a gasoline production 
unit for the Assiut Oil Refining Company. 

What are targeted production rates for gas 
and oil during FY 2014/2015?

I expect our natural gas production rate to 
rise to 5.3bn cubic feet per day by the end 
of FY2014/2015, compared to the current 
4.8bn cubic feet now. The Ministry of Petro-
leum aims to raise production rate of crude oil 
to more than 700,000 barrels per day by the 
end of FY2014/2015 compared to the current 
690,000 barrels.

What are the details of UAE financing petro-
leum product shipments worth $9bn? Will 
grants that do not need to be paid back be 
part of the package?

This is simply a commercial agreement 
with the EGPC and ADNOC to provide 65% 
of petroleum product shipments that we will 
import for FY 2014/2015. They are offering us 
payment facilities only and the package does 
not include any grants. The details of the fa-
cilities will be announced through an official 
statement made by both the UAE and Egypt.

When will the second phase of the smart 
card project be approved?

Petroleum product smart cards are cur-

rently being printed and will be distributed af-
ter this process is completed. Consumers and 
stations will be granted a grace period of two 
months and then partial approval will be given, 
according to the Minister.

The second phase of the smart card proj-
ect has no relation to prices, and this phase is 
targeted at citizens who drive cars using the 
cards to obtain fuel. The goal of the cards is to 
regulate the market.

We want to know who the actual benefi-
ciary of the products is whether it be industry, 
agriculture, tourism, or ordinary citizens, so 
that we can account for actual use on the part 
of each sector.

The goal of the smart card collection system 
is to create clear and accurate databases so 
that we are able to determine the best and 
most accurate methods for dealing with fuels.

Are negotiations taking place with partners 
in the Damietta Liquefaction Plant in order 
to waive international arbitration?

There are no negotiations taking place be-
tween the ministry and partners in Damietta 
regarding a waiver of international arbitration.

How do you view the influence of increas-
ing petroleum product prices on the local 
market?

Increasing prices for petroleum products 
is a positive step toward improving Egypt’s 
economic situation, and part of the liquid-
ity needed by the Ministry of Petroleum 
has been provided through this process. We 
hope for the best and will increase fuel prices 
gradually.

What is the current situation for opening 
gas imports to the private sector?

The private sector was permitted to im-
port its needs for natural gas without the Min-
istry of Petroleum getting involved, and the 
role of EGAS will be limited to receiving the 
gas on the national gas line and transporting 
it to suppliers.

No private sector companies have ap-
proached EGAS on the subject of importing 
gas, and the allowance for private sector im-
ports will apply to groups of companies, not 
each company separately.

The importer will enter into agreements 
with suppliers and pay the prices to be agreed 
upon without any material support from the 
government, and the private sector must con-
struct the infrastructure necessary to receive 
the liquefied gas.

What is the current situation regarding the 
creation of two agencies, one to take care 
of gas affairs and the other for petroleum 
products?

A study will take place regarding the estab-
lishment of an agency independent from all 
government agencies to organise affairs relat-
ing to gas another for petroleum products by 
the end of 2014. The goal is to organise interac-
tions with consumers.

The two agencies’ missions will be to regu-
late the relationship between the producer, 
consumer, and distributor in all cases, as well 
as to monitor the process of trading and pe-
troleum product use in the markets.

What petroleum sector companies will be 
offered for an IPO?

A study is underway to offer an IPO to 
petroleum sector companies on the Egyptian 
Exchange, and the needs of the companies to 
be offered will be reviewed with a special focus 
on restructuring, improving their financial sta-
tus, the availability liquidity and assets, and the 
proportion of the company that will be offered.

The Ministry will utilise financial advisors 
from Egyptian banks like National Bank of 
Egypt, and Banque Misr.

How do you view the investment market in 
the Egyptian petroleum sector in light of 
the current situation?

Egypt is a large and promising market with 
great potential in terms of crude oil and gas 
reserves. Egypt has good human resources 
as well, and investment opportunities in the 
sector abound. They include work in research 
and exploration for petroleum and gas, which 
are considered the cornerstone of the sector. 
New agreements are continuously expected 
to be signed for the sector.

We also have investment opportunities 
to develop petroleum infrastructure, which 
entails the construction of pipelines to trans-
port petroleum products as well as refineries 
to increase refining capacity and provide for 
market needs. Sector infrastructure has grown 
old as a result of a lack of new investments for 
some time.

The petrochemicals sector in Egypt con-
tains many investment opportunities, and we 
strive to attract investments in order to pro-
vide value-added for petrochemical products 
like propylene, ethylene, and other products.

Investment opportunities in the mineral re-
sources sector are also available. We will offer 
bids as soon as the new law is issued, and we 
are working to construct industrial complexes 
based on mineral resources in order to maxi-
mise benefit.

What is the current situation regarding the 
Mineral Resources Law?

Procedures have been completed and the 
law will be passed soon. The executive regula-
tions have been prepared, and they encompass 
the relevant financial categories.

Natural gas production to reach 5.3bn cubic feet 
per day at end of FY 2014/15: Petroleum minister 

ministry has paid back $11.2bn to foreign companies during FY 2013/2014 - total 
outstanding debt was $5.9bn by end of june 

egypt has great potential in 
crude oil and gas reserves
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By Doaa Farid

What are the government’s ex-
pectations with from the Euro-
money conference?

We are targeting regaining the 
confidence of investors and mar-
kets because Egypt needs at least 
25% of GDP in investments and all 
the actions of the government are 
aiming to regain this confidence. 

During the Euromoney con-
ference, the government will dis-
cuss its economic policies includ-
ing everything the government is 
doing to reduce the budget defi-
cit, balance of trade and balance 
of payment (BOP) deficit and the 
deficit in GDP growth rates; we 
will focus on those three things.

The government will present, in 
the conference, the ongoing mega 
projects that  need investments 
and that also will result in high eco-
nomic growth rates. With regard 
to the budget deficit, we will state 
our fiscal policy that aims to in-
crease the state’s resources, boost 
the budget’s revenues and reduce 
public expenditures such as the 
energy subsidies system that does 
not reach the neediest portions of 
the society. 

The government is also work-
ing on trimming the balance of 
trade deficit through increasing 
exports  and decreasing imports 
to fill the gap.

Our exports have significantly 
increased as they have registered 
a 24% increase in August compared 
to August 2013. 

I also stress that we will 
achieve our target of  reaching 
at least $24bn in exports in 2014 up 
from recording $21.5bn in exports 
in 2013. So the Egyptian exports 
have managed to 
increase despite 
the high energy 
prices that result-
ed in high produc-
tion costs and the 
closure of many 
potential markets 
such as the Syrian, 
Libyan, Iraqi  and 
Sudanese markets.

Speaking about 
the procedures 
that the govern-
ment has taken 
in the regard, the 
draft law that 
stipulates  grant-
ing  preferential 
treatment  to the local  product 
will  be issued and ratified in the 
next few days,  and it  will have a 
significant effect in reducing im-
ports and thus balancing the trade 
balance.

Why did exports achieve only a 
3% growth rate from January to 
August?

Because of the unstable security 
situation in the important markets 
to Egypt as I said earlier, and the 
energy crisis that has caused a de-
crease in production, but the surge 
that happened in August levels has 
raised hopes.

Does the law that offers prefer-
ential treatment to local prod-
ucts contradict the WTO trade 
agreements?

It does not contradict [them] 
at all, and  who says that it con-
tradicts them does not know the 
rules of the WTO. I would like to 
add that most of the world's coun-
tries have that law that prefers the 
local product such as the United 
States, Russia, Canada, as well as 
Brazil, Turkey and other developing 
countries.

The law is approved by the cabi-

net of ministers and it will be sent 
to the presidency by the end of 
September for ratifying. The law 
will have positive effects on the 
industrial sector, trade balance and 
investments.

What does the law entail? Will 
it protect local products from 

smuggling 
for exam-
ple?

The law is 
applied only 
in the scale 
of govern-
mental pur-
chases in the 
frame that is 
identified in 
the state's 
budget and 
the govern-
ment's eco-
nomic plan. 
There are 
other areas 
that come 

under "protecting the local prod-
uct from unfair practices" that 
harm the consumer such as smug-
gling, adulteration, monopoly and 
all other practices that affect the 
competitiveness.

We already have a regulation 
that criminalises monopolisation; 
meanwhile, the government is 
continuously meeting in order to 
find a solution that reduces smug-
gling and adulteration. In a parallel 
regard, we are working on raising 
the level of the Egyptian standard 
specifications, and on the other 
hand, improving the quality of the 
local product. Also there is super-
vision on imports, through the 
Egyptian Exports and Imports Su-
pervisory Authority, which checks 
that products meet the imposed 
specifications.

How is the ministry is solving the 
problem of unavailability of in-
dustrial lands?

The unavailability of lands was 

forming one of the biggest prob-
lems that challenge the Egyptian 
industrial sector and especially 
investments. In that regard, we are 
about to sign a protocol with the 
New Urban Communities Author-
ity (NUCA) that would allow the 
industry ministry and the Industri-
al Development Authority (IDA) 
to allocate the industrial areas to 
businessmen, supervise their de-
velopment, sell them, conduct an 
usufruct contract for them, col-
lect their values or manage them 
on the behalf of NUCA. There are 
no hurdles in implementing the 
to-be-signed agreement and the 
prime minister himself is insisting 
on implementing it.

Will the regulations of allocat-
ing lands be changed after the 
agreement takes effect?

The regulations of allocating the 
lands will be reviewed especially 
their selling or renting prices for 
foreign or local investors; because 
we eventually want to encourage 
and attract investors [and] espe-
cially reduce the burdens they suf-
fer from at the beginning of their 
investment activity.

Are there any intentions to offer 
privileges to industrial land in 
Upper Egypt and remote areas?

Not only intentions, but there 
are real steps on the ground. As 
per a decision taken by NUCA’s 
board of directors, the prices and 
usufruct rates of lands in Upper 
Egypt will be much lower than 
of those in Cairo and Lower 
Egypt.

Will the government 
depend on the usufruct 
system in the next period 
when allocating lands?

Not necessarily, but it will be 
one of the government’s tools, 
and we will give the investor 
the choice of how he wants 
to use the land; on usufruct 
basis or selling basis. 

The government will also weigh 
which system it prefers according 
to the location of lands and the na-
tionality of the investor [whether 
local or foreign], but we will be 
flexible as much as we can.  

What is the ministry doing in or-
der to support and reopen insol-
vent factories since the January 
2011 revolution?

I highly stress that it is not my 
ministry’s responsibility to solve 
the insolvent factories issue; they 
are just companies that have finan-
cial problems, so who can solve 
this problem are the financial in-
stitutions and the banking sector. 
What I can only do is study these 
problems to  refer them to the 
banking sector, nothing more. 

The ministry-affiliated Industri-
al Modernisation Centre can help 
factories if they are facing tech-
nical or marketing hurdles, but if 
the hurdle is a financial one then 
it does not fall under our respon-
sibility.

The EGP 500m that was allocat-
ed in the government’s economic 
stimulus package last year, to help 
170 factories out 
of 952 insol-

vent factories, were not used by 
banks  because the governor of 
Central Bank of Egypt Hisham Ra-
mez said that the 170 factories are 
listed in banks’ “blacklist”. so the 
sector cannot lend them.

Are you considering allowing 
rice exports?

The gov-
ernment, rep-
resented in 
the ministries 
of Agricul-
ture, Supply 
and Industry, 
is now study-
ing the condi-
tions to allow 
rice exports, 
and the deci-
sion will be 
taken within 
days. 

The most 
i m p o r t a n t 
thing before 
taking this 
decision is ensuring that the sup-
ply ministry has enough rice quan-
tities to meet the needs of the lo-
cal market, with reasonable prices 
that do not burden the budget.

Did Egypt receive any warning 
from the European Union re-
garding dealing with Russia?

I think the European Union  
and the US are not happy with 
boosting the relations between 
Egypt and Russia.  

What are the new laws the gov-
ernment is preparing to stimu-
late the market?

There is a long list of laws; we 
need to finalise the law that should 
organise micro-financing process, 
and it is a very important law in my 
point of view.  There is also a law 
that targets attracting workers in 
the non-formal sector to join the 
formal sector through offering 
them incentives such as financial 
and technical support and also we 
might study offering them tax ex-
emptions and facilitate the process 
of obtaining business licences. 

There are many models in other 
countries that we are studying; in 
that regard, an international del-
egation  will come  to  Egypt next 
week and we will hear the experi-
ments of different countries in that 
area.

Are you going to impose protec-
tion fees on imported steel?

I have received requests from 
local producers to impose pro-
tection fees on imported steel. 
The decision is not easy as I have 
to take the side of local products 
and I also have to consider the 
benefit of producers as well as 
consumers, so I have to carefully 
study the situation not to harm 
any of both sides. 

According to the law, such 
requests should be submitted 
through a representative portion 
of this sector, steel production, to 
berepresentable. The percentage 
of local suppliers, who have stated 
that they have been harmed from 
steel importing, were not repre-
sentable, and the statistics they 
have shown me do not indicate 
that they were harmed by steel 

imports, which 
represents only 
10% of steel mar-
ket in Egypt in the 
first half of 2014.

Are you consid-
ering issuing 
new licences for 
operating in the 
steel and cement 
industries?

We did not 
study that,  espe-
cially because the 
country is suffer-
ing from a huge 
energy crisis. The 
ministry is work-

ing under very hard conditions, 
and the industrial sector is the 
most negatively affected sector by 
the current turmoil as it had suf-
fered from low quantities of energy 
supply and it is the most harmed 
sector by increasing the prices of 
petroleum products. 

However, by the end of 2014, 
we will be able to meet the energy 
demands of factories. Through the 
coming two years, we will witness 
an improvement in oil and natural 
gas production due to the new in-
vestments pumped in the energy 
sector and also the new potential 
investment opportunities in the 
areas of natural gas, oil, solar en-
ergy and coal.    

What are the procedures the 
government has already taken to 
lure investments?

A lot of things; the recent re-
forming of the subsidies system 
is enough. Also the approved law 
which prevents third parties from 
challenges contracts between the 
government and investors, in ad-
dition to the launching of national 
projects such as the Suez Canal 
Axis Development Project and the 
new Suez Canal project.

Industrial sector, investments will rise when Egypt offers preferential 
treatment to local products: Trade and industry minister

“We are about to sign a protocol with the New Urban Committees Authority 

that would allow the industry ministry and the IDA to allocate industrial 

areas to businessmen, supervise their development and sell them”

Minister of Industry and Foreign Trade Mounir Fakhry Abdel Nour talks with Daily News Egypt about the 

government’s expectations of the Euromoney conference, the state of egypt’s economy and exports, the 

local products law and the allocation of lands for industrial development
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“I think the European Union and the United States are not happy 
with boosting the relations between Egypt and Russia”

“I highly stress 

that it is not 

my ministry’s 

responsibility 

to solve the 

insolvent 

factories issue”

“We will achieve 

our target of 

reaching at least 

$24bn in exports 

in 2014 up from 

recording $21.5bn 

in exports in 

2013”
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Egypt’s economic summit under the microscope

During the economic summit, the government plans to announce the amount of 
hard currency required for the economic reform programme

The business and financial community awaits the Egyptian govern-
ment’s economic plans to be revealed during the Sharm El-Sheikh 
summit to be held on February 2015. The plans are expected to 
involve procedures correcting Egypt’s economic path amid the 
government’s efforts to restore international and local investment 
in the economy. 

Egypt’s economy has struggled through years of stalled tour-
ism flow, a decrease in local and foreign investments, and foreign 
companies’ suspending oil production. The downturn has thrust 
the country into the worst energy crisis it has faced in years.

Businessmen believe the government should reveal its plans to 
solve the energy crisis first through a timetable illustrating the future 
of the crisis and provide a number of solutions. The businessmen are 
also looking for a government deadline for ending the crisis before 
promoting new projects or offering new investment opportunities. 

Additionally, businessmen encourage the government, while 
taking the above action, to improve the business environment 
by facilitating market entry procedures through “incorporation, 
operating licences, allocating land, and providing energy”. 

They also requested that market exits be facilitated through 
“liquidation or bankruptcy” by reviewing all economic legislation 
to ensure the state’s rights, protect bona fide investors, and respect 
government contracts. These outlines would also limit fines result-
ing from international arbitration that the state budget cannot 
currently afford.

During the economic summit, convened by Saudi King Abdullah 
bin Abdul-Aziz, the government plans to announce the amount of 
hard currency required for the Egyptian economy for its economic 
reform programme.  This would include the necessary investments 
that must be pumped into various sectors. 

By Mohamed Ayyad

Hussein Sabour, the president of the Egyptian Busi-
nessmen Association, said Egypt’s economic woes 
are not new and began with the end of former Presi-
dent Hosni Mubarak’s rule.

“The Friends of Egypt Summit or Donors Con-
ference, whatever the name is, grants the govern-
ment the opportunity to announce its economic 
roadmap,” said Sabour. “This will allow for billions of 
dollars, Arab capital that has migrated out of Egypt 
to markets in East Asia and Europe due to a decline 
in risks, to be reclaimed.”

Sabour added: “There is no doubt that recent times 
were very harsh on the economy, but to be honest, 
this preceded the Muslim Brotherhood’s rule.”

Since the ouster of former president Hosni 
Mubarak in 25 January Revolution, the economy has 
suffered greatly due to a lack of political stability, 
the absence of tourists and foreign investors, and 
ongoing unrest. 

Sabour said: “We now have a range of stalled proj-
ects, and some have been affected by poor econom-
ic conditions, especially construction and tourism 
companies among others…we do not expect the 
economy to repair itself in the same period in which 
it was harmed, but at least the business community 
will have the desire and the enthusiasm to foster a 
speedy economic recovery, reopen stalled factories, 
and supply Arab and international investments.”

Sabour praised the King Abdullah bin Abdul-Aziz 
for his call to hold a conference to assist Egypt’s 
economy. He also praised the role of the Arab 
League, which announced through Secretary Gen-
eral Nabil El-Araby its readiness to help prepare 
the summit.

Sabour said: “The test is in how well thought out 
the economic roadmap is…on the political side, we 
are largely confident, but, from an economic point of 
view, there are still a lot of question marks.” 

He stressed that a lack of security and political 
stability are the reasons behind the flight of foreign 
investors and the damaged local confidence that have 
prevented Al-Sisi’s roadmap for the future from being 
fully executed.

In light of worsening unemployment and deterio-
rating living conditions, more than 40% of Egypt’s to-
tal 87 million population lives on less than $2 per day.

An atmosphere of optimism prevails in the busi-
ness sector, Sabour said, as he called on banks to help 
the business sector thrive once again, saying: “All we 
are asking is that banks help to finance new projects 
and reduce the bureaucracy so that we can catch up 
on what we missed.” 

Ahmed El-Sewedy, head of Elsewedy Electric, 
said that Egypt is a strong country, and it is un-
necessary for a country to be rich. 

El-Sewedy said: “It will suffice just to or-
ganise and create a level-playing field for in-
vestors that protects citizens and the states 
rights’ in addition to guaranteeing the rights 
of the investor.”

El-Sewedy added: “Egypt requires in-
vestments worth nearly $100bn in the in-
frastructure sector for constructing and 
paving roads and building of water plants, 
power plants and sewage systems”.

El-Sewedy requested the government 
announce a clear policy to deal with the 
energy crisis currently weakening Egypt, 
during the economic summit scheduled to 
take place in the upcoming months. 

There is no development, no employ-
ment, and no investment without energy, 
he said, adding: “[Since] the state does not 
have funds to invest, it must create a level-
playing field for the private sector to pro-
duce energy.”

El-Sewedy further added that the govern-
ment “must also review all economic legis-
lation, especially legislation that facilitates 
market access measures, incorporation, 
licence issuing, and energy provision mea-
sures. This also includes expediting proce-
dures to exit the market, whether this takes 
place in an optional manner through liqui-
dation or compulsory through bankruptcy 
so long as it does not negatively affect any 
investor or freeze their funds.”

Egypt suffers from declining foreign di-
rect investment due to the magnitude of 
debts and weak currency. However, billions 
of dollars poured into the country from the 
Gulf states have led to limited economic 
improvement. 

El-Sewedy called on the government to 
quickly announce an energy tariff for its pur-
chase of new and renewable energy that 
the private sector will produce. The gov-
ernment has allowed the private sector to 
invest in new and renewable energy within 
efforts to solve the energy crisis that has 
slammed Egypt since 2011.

An economic roadmap to 
attract foreign capital 
to Egypt: Hussein Sabour

Economic policies remain deflationary and government 
must stimulate the economy: Galal Al-Zorba

Economic “state of crisis” and solutions to energy 
crisis, form challenges: Alaa Arafa

Egypt requires $100bn 
infrastructure invest-
ment, energy crisis forms 
investment opportunity: 
Ahmed El-Sewedy

Galal Al-Zorba, former president of the Fed-
eration of Industries, said the government’s 
economic policies have been deflationary. 
This comes at a time the economy needs 
a stimulus overcoming the challenges of a 
deepening budget deficit and inflated debt.

Al-Zorba added that “unemployment is 
growing,  it is unforgiving while growth rates 
remain weak.” 

He added that the government must 
stimulate all economic sectors and that 
the number of national projects currently 
proposed by the government, including the 
Suez Canal Project, are not sufficient.

“The Egyptian administration needs to 
speed up the processes finding solutions to 
the energy crisis, otherwise, Egypt will not 
move forward,” Al-Zorba said. 

He emphasised that the economic sum-
mit, to be hosted by Egypt and set to involve 
development partners, will prove a good 
opportunity to announce plans on how to 
handle the energy crisis.

King Abdullah bin Abdul-Aziz had called 
for a conference to bring together friends 
of Egypt for donors “to help it overcome its 
economic difficulties”. He added: “All those 
who are able and capable but reluctant 
today meet this obligation, by the grace of 
God, have no place among us tomorrow if 
befallen by adversity and crises.”

Al-Zorba said: “The government should 
leave the private sector to invest in new and 
renewable energy sector by providing land 

and facilitating market entry procedures.”
He added that whilst the tourism sector 

continues to suffer, the government should 
help the sector’s companies become active 
once again by providing them with financ-
ing and restructuring their debts. These 
companies have incurred severe losses as 
a result of the state of lawlessness that have 
affected the sector and harmed the flow of 
tourists, he said.

“The tourism sector is one of the main 
pillars of Egypt’s economy but has been 
negatively affected by the state of political 
and economic unrest,” Al-Zorba said. He 
stressed the need to solve security and po-
litical problems in the short-term in parallel 
with economic reform.

“Agricultural manufacturing without 
exports is a solution that the govern-
ment has to examine,” Al-Zorba said, 
who believes that Egypt has a promising 
opportunity to plant imported grains. 
He added that global grain companies 
post revenues even higher than that of 
weapon manufacturing companies.

Al-Zorba believes that the conference 
will prove an excellent opportunity for 
Egypt to rectify its political, social, and eco-
nomic image in the finance and business 
community and with development partners. 
This will ease the flow of investments to 
various sectors and contribute to increasing 
growth rates and job opportunities, eventu-
ally boosting employment rates.

Although Al-Zorba described govern-
ment policies as deflationary, he agrees 
with the majority of the policies and he be-
lieves that it was necessary to cut energy 
subsidies to ease the burden on the state 
budget. However, he also believes that these 
reforms must be accompanied by a range of 
social policies in order to protect the citi-
zens from inflation. 

“A speedy revival of confidence of 
the economy will accelerate the flow 
of foreign direct investment, which has 
plunged since the ouster of former presi-
dent Hosni Mubarak,” Al-Zorba said, cit-
ing Central Bank of Egypt data. “Egypt 
used to attract $8bn per year in foreign 
direct investment.” 

Alaa Arafa, a businessman in Egypt’s re-
tail sector, said the Egyptian economy 
continues to suffer and is currently in 
a “state of crisis”. Arafa added that the 
economy must be stimulated in order 
to overcome the obstacles, and argued 
against the imposition of any new taxes 
on the business sector at present. He 
explained that these measures should 
be delayed until a minimum amount of 
economic recovery is achieved.  

Public finances in Egypt have been 
hit hard due to a drop in tourism rev-
enues, a weakening currency, and the 
exodus of foreign investors ushered 
in by the ouster of Hosni Mubarak in 
2011. However, Arafa believes the so-
lution lies in the government’s move 
toward developing urgent solutions to 
the energy crisis that is severely weak-
ening the country.

“The donor conference, which was 
called for by the King of Saudi Arabia 
and of which the exact timing is yet to 
be announced, requires that the gov-
ernment exert a great deal of effort 
to revive confidence in the Egyptian 
economy and restore the confidence 
of international markets,” Arafa said. 

“These markets must be reassured 
that investment contracts will be pro-
tected, that they can enter and exit 
markets quickly, and that economic 
policy will stabilise.” 

He added that although restoring 
this confidence represents a significant 
challenge, the current Egyptian govern-
ment is capable of doing so.

According to government sources, 
Saudi Arabia and the UAE are coor-
dinating with the various countries 

participating in the conference. The 
two countries are also working with 
international institutions including the 
International Monetary Fund (IMF), 
World Bank, African Development 
Bank, European Bank for Reconstruc-
tion and Development, and the Islamic 
Development Bank.

The UAE government has held sev-
eral sessions with the IMF to discuss 
the possibility of its contributing to the 
conference by providing a loan to Egypt.

To attract more investments to Egypt, 
Arafa said: “We have to reassure the 
Egyptian investor before the foreign in-
vestor and work to create an investable 
climate. It is imperative that the gov-
ernment focus on problems of energy, 
industry, investment, and inflation.”

Arafa added that “foreign direct in-
vestment is still generally weak”, and 
according to government data, “for-
eign direct investment increased to 
$1.25bn between July and September 
2013 from $1.16bn during the corre-
sponding period in 2012. The figure for 
the 2013/2014 fiscal year (FY) amount-
ed to $3bn, almost $1bn less than FY 
2012/2013.”

King Abdullah bin Abdul-Aziz invites 
the world to participate in the 
economic summit to support Egypt
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By Ahmed Farhat

The government will expand the tax 
base to include all activities and in-
come attained as part of the unified 
investment law currently being pre-
pared, said Minister of Finance Hany 
Kadry Dimian.

In an interview with Al-Borsa, Dim-
ian said the government will prepare 
a new system for calculating taxes for 
small and medium enterprises (SMEs). 
The changes will entail a combined in-
come and sales tax to facilitate admin-
istrative dealings with the taxpayer, as 
well as administrative tax work.

Dimian said that exempting larger 
establishments from taxes deprives 
society of the opportunity to recov-
er a portion of its profits from these 
establishments’ transactions as they 
utilise state resources. 

“This is incompatible with the prin-
ciple of tax justice, which is based on 
the ability to pay,” Dimian said. “As 
long as the ability to pay exists, a nat-
ural person or establishment must 
perform his/its tax duties.”

He added that the state will not 
benefit from exemptions granted to 
foreign investors, as they will pay full 
tax in their home countries in accor-
dance with agreements prohibiting 
double taxation.

Regarding the budget deficit for 
the fiscal year (FY) 2013/2014, Dim-
ian said the ministry is in the process 
of finalising settlements with govern-
ment bodies and authorities. Signifi-
cant settlements with the Ministry of 
Petroleum have already been made.

Dimian said the deficit hovers 
around 12.5%, and could measure 

slightly more than this amount. He 
added that tax arrears were not paid 
for FY 2013/2014 but will be paid dur-
ing FY 2014/2015.

Dimian responded to questions on 
the ministry utilising EGP 30bn linked 
to a stimulus package from the Cen-
tral Bank of Egypt (CBE)’s temporary 
accounts to reduce the budget deficit. 
He said that the budget law and its ap-
pendices granted the finance minister 
the right to use a portion of these 
funds in emergency situations but 
only through cabinet approval.

He added that these sums were 
deposited by the CBE as strategic 
reserves to be used to confront ex-
ceptional circumstances, not to over-
come the state’s budget deficit.

Dimian said that the government is 
depending on a number of major proj-
ects to get the economy rolling once 
again. These include the Suez Canal 
Axis Development project and an ini-
tiative to reclaim 1m feddans of land. 
Other projects involve partnerships 
with the private sector, such as con-
structing a desalination plant in Sharm 
El-Sheikh and Safaga Industrial Port as 
well as developing port logistics.

Dimian said the role of the fi-
nance ministry in funding projects 
was limited to Part VI of the state 
budget, pertaining to government 
investments. An amount worth EGP 
50bn was stipulated in the budget 
for FY 2014/2015 compared to EGP 
30bn last year, representing an in-
crease of 40%.

Dimian predicted that projects in-
cluded in the FY 2013/2014 budget 
were implemented at an average of 
80%, in light of the settlements that 
are presently ongoing.

Regarding budget savings over the 
past two months, Dimian said the 
most important items saved on in 
the budget include a reduction in en-
ergy subsidies. The ministry conducts 
settlements every three months in ac-
cordance with economic reform pro-
grammes in order to adjust prices for 
petroleum products and electricity.

Savings for FY 2014/2015 are esti-
mated to be approximately EGP 50bn, 
and the settlements to be made at the 
end of September will determine sav-
ings achieved at the beginning of sub-

sidy reductions.
Dimian noted that the Ministry of 

Social Solidarity is moving swiftly to 
develop support programmes and 
improve social security pensions af-
ter a 50% increase in allocations was 
stipulated in January.

He said the number of beneficiaries 
for social security pensions rose to 3 
million households. Targeting mecha-
nisms have improved while new pro-
grammes have been added, including 
pensions for those above 65 years 
of age and the disabled, programmes 
for street children, and school meal 
programmes. There has also been an 
overall improvement of the quality of 
meals provided to students in schools.

Dimian added that the govern-

ment cares about the structure of 
energy and electricity subsidies, not-
ing the new constitution stipulated 
an increase in education and health 
allocations over three years to FY 
2016/2017. The constitution also stip-
ulates an improvement in the quality 
of life for Egyptian citizens and that 
savings achieved by the new supply 
goods system be injected into other 
programmes.

Dimian said that the ministry’s 
programme to bridge the funding 
gap will be changed with the flow 
of tourism, exports, indirect invest-
ment rates in the financial market, 
and government treasury bills and 
bonds. These factors will help shrink 
the funding gap alongside economic 
reform measures and the economic 
growth expected from attracting di-
rect and indirect investments.

Dimian stated that the funding 
gap ranges between $10-11bn, with 
the government possibly resort-
ing to the international market to 
fill the gap or locate international 
sources of funding.

He added that the government has 
put forth several scenarios for offer-
ing dollar bonds to global markets by 
entering into the markets without a 
financial guarantee. He added that this 
may also happen by producing one in 
cooperation with a country that en-
joys high credit to cover the principal, 
the interest, or both.

He also added that those guaran-
tees will determine the decision to 

enter, the value, and all other choices 
to be made. There are no objections 
to any of these alternatives, Dimian 
said, adding: “We can go to one of 
our sister states for collateral if they 
express a willingness to enter as a 
guarantor.”

Regarding the Deauville initiative, 
Dimian said that it is a regional ini-
tiative, and that through it, relatively 
limited resources are available in 
comparison to Egypt’s needs.

He pointed out that Egypt is cur-
rently participating in meetings in 
Berlin as a member of the initiative 
in order to study the extent to which 
Egypt can benefit.

On the subject of Egyptian cooper-
ation with the International Monetary 
Fund (IMF), Dimian said the govern-
ment is waiting for an economic sum-
mit to be held in January or February 
2015. During the summit, the IMF will 
visit Egypt to hold consultations and 
exchange opinions relating to the 
economy.

He denied ministry intentions to 
grant establishments the right to is-
sue bonds and bills  for implementing 
projects, saying that fiscal decentrali-
sation takes  time to absorb bonds 
and bills. He said that the precaution-
ary measure will help avoid the crises 
currently experienced by Columbia 
and several other Latin American 
countries.

Dimian said that the government 
is committed to apply international 
standards in measuring GDP as well as 
inventory traffic. “Changing measure-
ment methods unnecessarily harmed 
efforts to track the economy in re-
cent years,” he said.

12.5% deficit in FY 2013-2014 budget, financing gap valued at EGP 10-11bn: Finance minister

Minister of Finance Hany Kadry Dimian

The government will prepare a new system for calculating taxes for SMEs

CBE’s temporary financial account is strategic reserve and will not be used to solve budget deficit



On behalf of the Egyptian people, I wel-
come the international investment com-
munity to Euromoney’s Egypt Conference:  
Stability, Investment and Growth.  This is 
an opportune time for the global financial 
community to come to Egypt to witness 
firsthand the changes that the country 
has made over the past year to funda-
mentally reform the economy and unleash 
its productive capacity. Our government 
is committed to pursuing policies aimed 
at achieving high and sustainable rates of 
growth and creating an attractive, predict-
able, fair and internationally competitive 
business environment. We know that we 
face many challenges ahead on both a 
macro and micro-level before we can fully 
realise these objectives, but Egypt is on 
the right track. This country is turning the 
corner on its recent unusual period of po-
litical strife and uncertainty, and a positive 
momentum has already begun. As we now 
look ahead to fulfilling Egypt’s potential, we 
invite both domestic and foreign investors 
to take part actively in the re-invigoration 
of the Egyptian economy.

Egypt’s economic revival is first and fore-
most being driven by the ongoing restora-
tion of confidence in the country’s path.  
This reflects the improvement in political 
stability as we have implemented our po-
litical roadmap. So far we have succeeded 
in implementing two of the three major 
milestones outlined in the roadmap, name-
ly adopting the constitution and holding 
the presidential elections. The third one 
– the election of a new legislature – will 
follow in the very near future.

Growing confidence also rests on the 
structural reforms the government has 
already implemented – as well as on the 
many additional reforms still in the pipeline 
– to correct fundamental deficiencies in 
our economy.  For too long, excessive and 
ineffective government spending, waste-
ful energy subsidies, endemic corrup-
tion and economic mismanagement had 
undermined the promise of our country, 
strangling our economy and our people’s 
dreams. Although a preceding period of 
prudent macroeconomic policies and 
structural reforms pursued during 2004 
to 2008 quickly generated 7% growth per 
annum, we did not have enough time then 
to institutionalise the reforms nor to en-
able the average Egyptian citizen to benefit 
from the fruits of this take-off in growth.

When the Egyptian people took to the 
streets to demand real change, first on 25 
January 2011 and again on 30 July 2013, 
they sought to bring about effective and 
accountable governance and a fresh eco-
nomic direction.  However, the troubles 
we endured as we collectively struggled 
to reach a new political settlement exacer-
bated the country’s underlying problems, 
causing our budget deficit to balloon to 
an unsustainable level, our national debt 
to soar, our unemployment rate to rise 
and our already stretched infrastructure 
and services to deteriorate. A course cor-
rection was hard but absolutely necessary.  
Today, we are doing just that, charting a 
new path for Egypt that ensures fiscal dis-
cipline and a return to high growth, but 
this time with an eye to social justice in 

order to meet the legitimate demands of 
the Egyptian people for a better and more 
dignified life, and to safeguard the durabil-
ity of the reform effort.

The decision to roll back energy subsi-
dies demonstrates the boldness and vigour 
with which the government is now pur-
suing reforms.  These subsidies had sub-
sumed a massive portion of the national 
budget, costing the treasury EGP 143bn in 
the 2013/2014 fiscal year, or roughly 20% 
of the entire budget. Moreover, they were 
highly regressive, with the richest quintile 
in the population consuming the lion’s 
share of the benefit, and led to waste and 
distortions of incentives, particularly by fa-
vouring capital intensive investment over 
the labour intensive investment that Egypt 
badly needs. Although many doubted that 
we would be able to take meaningful action 
on this front – in large part because the 
government had promised to do so in the 
past, but had repeatedly shied away from 
going ahead – we substantially slashed 
fuel and electricity subsidies within one 
month into my tenure in office. This move 
has sent a clear signal to global markets 
and investors that Egypt is finally serious 
about addressing a longstanding structural 
weakness. We are pleased to note that the 
international financial community, led by 
the international financial institutions, has 
recognised this decisive course of action, 
offering strong praise.

The reduction of the energy subsidy will 
narrow the budget deficit in the current 
fiscal year by some EGP 50bn, or 2% of 
GDP.  Demand will further be rationalised 

through the use of smartcards, which will 
be rolled out first in Port Said in November 
and then nationwide in April of next year. 
Over the next five years, we will eliminate 
remaining energy subsidies for all commer-
cial and residential users except for LPG 
targeted to the poor and lower income 
segments of our population. Beyond the 
fiscal objectives, an equally important goal 
dimension is that the reform will generate 
better capital allocations that will result 
in greater economic efficiencies, including 
incentivising a shift to renewable energy, as 
well as foster greater inclusivity.  

Furthermore, the energy subsidy re-
form will strengthen the financial position 
of EGPC, our national oil company and 
thereby prevent the accumulation of any 
new arrears to its foreign partners. As for 
the stock of existing arrears, EGPC has 
already started to pay back part of this 
obligation while the government is con-
sidering several options to accelerate their 
full repayment. Egypt has had a good track 
record in dealing with our foreign partners 
in the oil and gas sector, many of which have 
been operating here for decades success-
fully and profitably.  It is vitally important 
for us to restore our standing with this im-
portant group of investors in our country.

Fiscal consolidation will also be driven 
by reforms to make our tax regime more 
sensible and equitable, to widen the tax 
base and to improve tax buoyancy. The gov-
ernment is continuing work on improving 
the progressivity of the tax regime, while 
introducing new capital gains and dividend 
taxes, introducing a temporary 5% tax in-

crease on those earning EGP 1m or more 
annually, applying new rules to combat 
harmful tax planning and to close other 
existing loopholes, implementing a fair 
property tax system, and increasing taxes 
on certain commodities, primarily tobacco 
and alcoholic beverages.  

In addition, the government is prepar-
ing to introduce a new fully-fledged VAT 
system in the current fiscal year to replace 
the GST. The new VAT will have many ad-
vantages over our existing regime:  it will 
be fairer to taxpayers, allowing an imme-
diate full tax refund on capital goods and 
broader tax credit system as well as ap-
plying a single unified rate, incorporating 
a high threshold and extending to a wider 
range of goods and services. We expect 
the VAT to yield 1.6% of GDP to govern-
ment revenues on a yearly basis. Moreover, 
the VAT is designed to incentivise business 
investment because it allows firms to de-
duct tax on capital inputs, and obtain re-
funds of paid tax. Therefore, it will reduce 
costs of investment, improve cash flows 
and improve the local business climate. We 
foresee little, if any, impact on the prices 
of basic food items, which will continue 
to be exempt from the VAT. In effect, the 
new tax will serve as a win-win for both 
the government and the business commu-
nity, while Egyptian consumers should see 
little change in the costs of most goods 
and services.

The government is also planning to 
introduce a new simplified tax regime 
for Small and Medium-sized Enterprises 
(SMEs).  This will be designed to not only 

The new tax will serve as a win-win for both the government and the business community, while 
Egyptian consumers should see little change in the costs of most goods and services 
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Egypt not 
only boasts 
considerable 
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natural resources, 
a diverse economic 
base and a geo-
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Over the next 
five years, we 
will eliminate 
remaining energy 
subsidies for all 
commercial and 
residential users 
except for LPG 
aimed for the poor

Egypt’s Blueprint for Stability, 
Investment and Growth

President Abdel Fattah Al-Sisi to

President Al-Sisi addresses the participants of the Euromoney 
Conference in an exclusive letter to Daily News Egypt. He 
encourages foreign companies to invest in Egypt, presents 
economic achievements and prospects, and outlines steps 
towards a more competitive business environment 
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By Sara Aggour

In August, after a long wait, the Suez 
Canal Authority announced that the 
winner of the Suez Canal project’s 
development bid was the alliance 
of Dar Al-Handasah Shair and Part-
ners firm and its Egyptian arm. Some 
speculation alleged the company 
was tied with the Egyptian Armed 
Forces, while others suggested it 
was owned by Gulf businessmen.

Daily News Egypt sat down with 
Yehia Zaki, the director of opera-
tions at Dar Al-Handasah, to discuss 
the future of the plan, contract de-
tails and expected investment.

Can you tell us more about Dar Al-
Handasah?

Dar Al-Handasah is a multi-dis-
ciplinary firm. All engineering fields 
that we operate in are under one 
roof. We are a consultancy firm that 
offers designs and manages projects 
as well as supervises them. The com-
pany was founded in 1956 in Beirut, 
and it expanded to have an office in 
Cairo and another in London. Later 
on, in the 1980s, it expanded further 
into the US and Europe, becoming 
what would now be a holding com-
pany under the name of Dar Group. 
The bottom line here is that Dar 
Al-Handasah is an international 
company with 193 offices all over 
the world, as Dar Al-Handasah and 
its subsidiaries doesn’t have a flag. 

The prerequisites to apply for the 
Suez Canal development required a 
joint venture between an interna-
tional company and a local company. 
This joint venture was between the 
global Dar Al-Handasah Shair and 
Partners, which is registered in 
Bahrain, and Dar Al-Handasah Egypt. 
They are totally different entities; 
each has its own board of directors. 
Around 46 companies applied for 
the project and 14 were shortlisted.

What’s your role in the Suez Canal 
Development Project?

The Project is about preparing a 
master plan for the area of the Suez 
Canal and it has nothing to do with 
the drilling of the new canal path. 
The new canal is being constructed 
and supervised by the Army’s Engi-
neering Corps “Al-Haya`a Al-Han-
daseyah”. There was mix up due to 
the closeness of the names. Some 
companies, also in Saudi Arabia, have 
similar names. The lack of research 
led some to believe that this is all 
one project and that Dar Al-Han-
dasah and the engineering corps are 
one and the same.

So to clarify, the one-year project 
is operated by the Engineering 
Corps while the master plan for 
the bigger Suez Canal Develop-
ment project is done by Dar Al-
Handasah? 

We are doing the master plan for 
the development of the area, yes. 
We will operate in the area that 
is provided to us by the country. It 
will be focusing on ports alongside 
other areas. The project is related to 
the areas of the Suez Canal, which 
include the area of the new chan-
nel. These areas are mainly six ports, 
East Port Said Port, West Port Said 
Port, Al-Arish Port, Al-Adabeya 
Port, Ain Al-Sokhna and the recent-
ly added Al-Toor Port. Each one of 
these six ports has a master plan, 
whether it’s an old one or a new 
one and whether the implementa-
tion started before or didn’t. Our 
job is to take all these master plans 
then study and upgrade them. The 
plan for the ports is not to compete 
with one another but to offer com-
plimentary services. Also, we will 
study the area of the north west-
ern area of the Gulf of Suez, which 
was developed by some 10%, that 
needs some upgrades, as well as the 
newly introduced Technology Valley 

in Ismailia. We will be making sug-
gestions for the land uses and indus-
tries to be placed in the master plan.

The master plan will not only be 
[project] drawings but also [ideas 
on] how to market this area and the 
investment opportunities.  There 
will also be a study for the place-
ment of utilities such as electric-
ity, tunnels and roads. We will not 
be physically [constructing] these 
roads or tunnels but we’ll plan 
[their placements]. All of that will 
be accompanied with an economic 
plan which studies the investment 
opportunities. Another very impor-
tant task will be [doing] the social 
economic impact assessment to the 
area and then state how to brand 
this project.  

The objective is not to just have 
an engineering design but to make it 
attractive and to be able to do that 

we need to interact with a lot of 
stakeholders and to collect a lot of 
data. This will depend on the wealth 
of the data and the participation of 
the shareholders. We look at our-
selves as integrators of ideas and 
visions more than a physical plan 
and accordingly the time frame that 
is given to us, which is six to eight 
months, will involve interaction with 
businessmen, industry federations 
and chambers of commerce.

You mentioned the interaction 
with shareholders; can you speci-
fy who are they?

We’ll meet with businessmen, 
youth, and different organisations 
to help us collect information.

The data, names of businessmen 
for example, was provided by the 
government?

No. We took from the govern-
ment the information on the ports 
themselves. 

What are the criteria for selecting 
those businessmen?

It’s open and we have no limita-
tions. We’ll have several economic 
events, gatherings and summits 
where the project will be a hot 
topic and people will start to de-
bate it. We’ll rely on their feedback. 
We prefer that the Federation of 
Egyptian Industries would organise 
meetings with businessmen as well. 
We are choosing the spectrum that 
we need to interact with. We also 
need to interact with Egyptian min-
istries and a committee has been 
formed to follow up with us.  The 
committee is headed by Egyptian 
Prime Minister Ibrahim Mehleb and 
mainly includes the economic team 

and related ministries. The coordi-
nator will be the Suez Canal Author-
ity, the one with which we signed 
the contract. 

What data is the company is ex-
pecting to receive from the gov-
ernment? 

We have expectations to what 
we want, actually it’s a list. At the 
same time, the Suez Canal Author-
ity will provide us with information 
and we’ll communicate if we sign 
anything else.

How often does Dar Al-Handasah 
meet with the authority?

We meet a lot. We have a meet-
ing every other week, with the co-
ordination of the government. On 
the sale of information exchange, 
we can say that we almost have a 
liaison office there. 

Can we discuss some details on 
the contract? What was the value 
of the contract?

It is slightly less than $1.8m. We 
prefer not to discuss those details; 
however, it was already publicised 
during the Suez Canal Project’s pre-
sentation.

Do you believe this figure is 
enough for the work the firm will 
be providing?

These projects are not calculated 
in that method, they have special na-
ture. It is a very aggressive study and it 
will cost money but at the end it was a 
competition and we wanted to be as-
sociated with this [project]. The cost 
can be more but this page is turned. 
This is not one of the projects where 
we’ll be targeting profit. We wanted 
to contribute to the country in some 
format. The real cost of this [project] 
is not much higher.

Is there a possibility for an in-
crease in the contract’s value or is 
this final? Is there an article that 
would allow for an increase?

Actually, there is, but this is a proj-
ect that is set to end in a specific 
period with a specific budget.

Will Dar Al-Handasah be respon-
sible of following up after the 
submission of the master plan?

We are just responsible for the 
submission of the plan.

How much investment can be ex-
pected in this project? 

It is still early to say. It has end-
less number of investment oppor-
tunities. 

What are the types of industries 
that can be expected to invest?

The priority is for the added value 
[projects] that would generate variety. 

Aside from the price advantage, 
what qualified Dar Al-Handasah 
to win that bid?

Well actually we had the best 
technical offer. We scored 86% [on 
the technical offer]. Four out of the 
nine shortlisted companies quali-
fied above 80%. The second, third 
and fourth scores varied between 
80% and 81%.

Investment opportunities in Suez Canal Project are endless: 
Dar Al-Handasah director of operations
Closeness of name between company and army’s engineering corps led to confusion

“We’ll meet with businessmen, youth, and different organisations to help us collect information”

“The new canal is being constructed and supervised by the Army’s Engineering 

Corps “Al-Haya`a Al-Handaseyah. There was mix up due to the closeness of the names”



to bring a wider pool of economic actors 
into the tax net, but also to incentivise the 
SMEs to grow and develop. Such an out-
come is particularly important given that 
SMEs tend to be important job creators.

The new and expanded sources of rev-
enue and our expected budget savings 
mean that Egypt can spend more on ar-
eas that boost efficiency and productivity, 
particularly of our workers. Part of the 
proceeds from the energy subsidy reform 
will be redirected to spending on health, 
education and R&D. In this way, we are not 
only removing a heavy and wasteful burden 
from the budget and our economy, but also 
improving the quality of our spending by 
redirecting it to areas that will enhance 
Egypt’s growth potential over the medium 
and longer-term.  Education and vocational 
skills training are at the top of our priority 
list so that we can take advantage of our 
demographic dividend. We are a country of 
young people who are eager to learn and 
acquire skills, to obtain meaningful jobs, 
and to become productive citizens in a 
renewed and prosperous Egypt. We want 
to tap and develop the energy and brain-
power that the country’s youth offers. 

Egypt not only boasts considerable hu-
man resources, but also significant natural 
resources, a diverse economic base and a 
geo-strategically important position strad-
dling Asia and Africa. There are many op-
portunities for both domestic and foreign 
investors in an array of sectors. We have 
an unparalleled tourism product that has 
never been fully tapped, even before the 
2011 revolution; it will inevitably recover 

and again become an important venue for 
investment and catalyst for growth. Light 
manufacturing should take off in this coun-
try given the advantages that Egypt offers 
in terms of its relatively low costs, large 
labour pool and accessibility to markets 
in Europe, the GCC and Asia. Another dy-
namic area of opportunity is information 
and communications technology, which we 
see poised for take-off.  The energy sector 
will also revive as the energy subsidies are 
overhauled, leading to renewed explora-
tion and production. Other sectors in-
clude transportation, housing, agriculture, 
and mining. The ambitious Suez Canal Re-
gional Development project, the flagship 
of the government’s investment recovery 
program, will provide many opportunities 
for investors as it sets the stage to enlarge 
and cement Egypt’s role as a global trading 
and logistics hub.  

Blueprints for other major national proj-
ects are being drawn, including a “Golden 
Triangle” development project in Upper 
Egypt. This project envisions exploiting 
Egypt’s natural resources and mineral 
wealth in the “Golden Triangle” region be-
tween Qena, Quseir and Safaga, while also 
developing the area for touristic, industrial, 
commercial and agricultural opportunities. 
We are also drafting a “North West Coast 
Development Plan” which also seeks to 
develop that area’s rich potential.

Egypt is furthermore launching a PPP 
program that will provide an important 
gateway for investment, addressing the 
country’s infrastructure needs while in-
volving the participation of the private 

sector in varied projects ranging from 
seaports, utilities, railway and metro trans-
portation, wastewater treatment and new 
schools. We expect to tender one project 
per month over the remainder of this cal-
endar year, and 6-7 projects in the next 
calendar year. We are seeing very signifi-
cant interest in these projects from do-
mestic investors as well as foreign inves-
tors across the globe.

Accompanying these big-picture re-
forms and large projects are concerted 
new efforts to tackle the regulatory and 
bureaucratic obstacles that stand in the 
way of private sector and foreign investors, 
as well as policies to ensure a level playing 
field for all investors where transparency 
and the rule of law prevail. This is an ongo-
ing process with much still to do, but one 
that has a firm political consensus behind 
it. We have introduced amendments to the 
competition and anti-monopoly laws. We 
have removed legal hurdles and will soon 
introduce a new uniform investment law 
that will further streamline the path for 
foreign investment. In the past, companies 
have hesitated to do business in Egypt due 
to antiquated and unfair legal practices. 
The government is determined to remove 
these constraints in order to create a wel-
coming climate for all investors.

We are already seeing signs of an up-
turn in our economy as political stability 
has gathered pace and as economic actors 
and investors respond to the government’s 
structural reforms. Industrial production 
and manufacturing production have turned 
up sharply over May and June 2014, particu-

larly manufacturing, which was up 27.8% in 
May and 37.6% in June year-on-year.  Real 
GDP growth is estimated for the final April 
to June quarter of fiscal year 2013/2014 
at 3.5%, up from 2.5% growth in the third 
quarter and only 1.2% growth over the first 
half. Foreign investors have returned to our 
stock market and are again participating in 
government debt auctions.  Critically, FDI is 
also reviving:  over the first three quarters of 
FY 2013/14, net FDI inflows reached $4.7bn, 
more than 20% up from the corresponding 
period in the preceding fiscal year. We see 
major multinationals already reinvesting in 
Egypt, both upgrading old facilities as well 
as building new capacity.

The international rating agencies have 
also begun to revise their views of Egypt. 
Standard & Poor’s raised Egypt’s foreign 
currency sovereign credit rating to B- in 
late 2013. In early 2014, Fitch also upgrad-
ed Egypt’s long-term outlook to stable, af-
firming a rating of B-. But while the rating 
agencies are cognizant of the country’s 
positive direction, we believe that they 
have fallen behind the curve. Egypt’s five-
year CDS spreads have fallen to below 270 
basis points, down from some 900 basis 
points in the summer of 2013, implying that 
the global markets see us as trading like 
countries with ratings a full grade above 
our own.

Our concluding message is this: our ul-
timate goal is to generate sustainable high 
growth that is well- balanced and inclusive 
in order to build prosperity for the Egyp-
tian people. This is necessary to maintain 
political stability, and will also benefit the 

business community. We know that macro-
economic stability is a necessary condition 
for securing the business community’s con-
tinuing confidence and to ensure that our 
economic recovery remains durable. We 
also know that we must maintain the mo-
mentum of reforms so that growth can ac-
celerate on a sustainable footing. Over the 
span of the next five years, we expect our 
reforms to produce the following results:  
1.	 Real growth will reach 6%;
2.	 We will lock into a budget deficit that 

will be in the single digits, down from 
13.7% of GDP in fiscal year 2013/14 and 
10% of GDP in fiscal year 2014/2015, 
even as we will be spending more on 
health and education in line with our 
constitutional commitments;

3.	 The public debt will be put on a long-
term sustainable path, falling toward 
80% of GDP in the projected time 
frame from 94% at the end of fiscal 
year 2013/2014;

4.	 The inflation rate will fall to single dig-
its as we maintain fiscal and monetary 
policy prudence.

I am fully confident that we will succeed 
in achieving these results. With a sensible 
macroeconomic policy framework, persis-
tent structural reform, the full and welcome 
participation of the investor community, 
and the hard work and persistence of the 
Egyptian citizen, Egypt’s renewed blueprint 
for stability, investment and growth will no 
doubt be realised.

President of the Arab Republic of Egypt,
Abdel Fattah Al-Sisi

Our ultimate goal is to generate sustainable high growth that is well-balanced and inclusive in order to 
build prosperity for the Egyptian people
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We expect our reforms to produce the following results:  
(1)  Real growth will reach 6%

(2)  We will lock into a budget deficit that will be in the single digits, down from 13.7% of GDP in fiscal year 
2013/14 and 10% of GDP in fiscal year 2014/2015, even as we will be spending more on health and education 
in line with our constitutional commitments

(3)  The public debt will be put on a long-term sustainable path, falling toward 80% of GDP in the projected time 
frame from 94% at the end of fiscal year 2013/2014

(4)  The inflation rate will fall to single digits as we maintain fiscal and monetary policy prudence
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By Mohamed Ayyad

Despite the challenges that Egypt is experi-
encing, Minister of Investement  Ashraf Salman, 
the Minister of Investment, is standing behind 
the Egyptian economy’s ability to attract for-
eign direct investment (FDI) at about $10bn 
during the 2014-2015 year. The minister did 
not shy away from admitting the difficulty of 
reaching that target, which he had announced 
when he took office three months ago. “From 
the very beginning this number proved very 
very difficult,” he said.

Why was the $10bn FDI target for the cur-
rent fiscal year identified despite the econo-
my being in the initial stages of recovery?

 This number was chosen based on the 
$4.7bn achieved over nine months on 30 
June 2014 and a second quarter estimate of 
approximately $1.3bn to $1.4bn. Crossing 
the $6bn threshold is very difficult for one 
year, but repetition makes it more feasible. 
That depends on oil companies’ abilities to 
pay foreign partners and make a timetable to 
schedule repayments over a one or one and 
a half year period.

It is expected that the foreign partners will 
resume injecting large investment repayments of 
delayed payments. The debts resulted in a slow-
down in investments by companies, so the gov-
ernment is keen on completing the agreement 
with the foreign partners as soon as possible.

This process will be followed by invest-
ments totalling at least $6bn to $6.5bn by 
companies investing in the oil sector. The 
delayed payments to foreign partners are ap-
proximately $6bn and rescheduled payment 
is currently being agreed upon.

The estimated size of FDI is associated with 
targeted growth rates of 3% and eventually 
pushing this to a higher rate. It is also linked 
with the 2020 Plan as well as the government’s 
commitments to increase spending on educa-
tion and healthcare up to 3% of the GNP. This 
rate was stipulated in the constitution for the 
coming years, and it represents a challenge.

How do you see investment in the energy 
sector in light of the current situation? 

Investment in energy is at the top of our 
priorities. The estimate of $10bn for FDI 
comes at a time when foreign investments is 
at its lowest, betting on opportunities in the 
alternative energy sector. This sector is ex-
pected to attract $4bn during the 2014/2015 
fiscal year after the cabinet approved both the 
feed-in tariff and energy purchasing model for 
the private sector.

Regarding creating opportunities from the 
crisis, everyone has become fully aware of the 
need for investment to compensate for the 
deficit while also supplying fuel for targeted 
local foreign investments and the expansion 
projects that the government is leading. The 
energy crisis has another face, and that is a 
huge opportunity for investments.

Short-term planning is no longer meaning-
ful in overcoming these future requirements; 
as a result, the plan is to double Egypt’s elec-
tricity production capacity by adding an ad-
ditional 30,000 (MW), which would require 
10 years and many stages.

Can this additional capacity be 
completed and funded in the 
same way as the current 
30,000 MW?

Of course not. For 10 years 
before 2011, an additional 1,000 
megawatts were added to total 
current capacity, an indicator of 
our ability to double produc-
tion over the next 
10 years. The 

problem will lie in funding, and we have no other 
option than to rely on the private sector to fund 
these projects. The government has a clear vi-
sion for moving in this direction.

It is natural for the state to be in control of 
transportation activities and the private sec-
tor must participate in distribution, but ex-
panding production must be made available 
to the private sector entirely and produc-
tion must be doubled to 30,000 megawatts 
through investments ranging from $35bn to 
$40bn over 10 years.

Investment in energy has become clear a 
clear priority for the government. The feed-
in tariff and purchase agreement have been 
presented to the cabinet several times and 
discussions are underway to produce an in-
tegrated, fair price for 1 MW. This will allow 
the investor an opportunity to achieve an ac-
ceptable internal rate of return (IRR) for the 
project while agreements will also ensure the 
price of usufruct. Discussions are currently 
taking place to increase the period of usufruct 
from 20 to 25 years. 

Are new investments expected to arrive in 
the field of new energy?

I expect investments to arrive to the ener-
gy sector immediately following the adoption 
of the feed-in tariff as well, as energy purchase 
agreements, as there will be a real opportu-
nity for the investor to achieve a profit. Power 
stations are expecting investments in fixed 
income instruments and financing from inter-
national financial institutions.

Are there any offers from energy compa-
nies to set up power plants for new and 
renewable energy?

There are already offers from the pri-
vate sector to the Ministry of Electric-

ity, as well as a consortium of Arab 
and foreign companies to set up 
a 3,500 megawatt plant, while lo-
cal investors have shown interest 
in the sector and a willingness to 
supply investments following the 

adoption of the feed-in tariff.
Also, around 

6,000 mega-

watts have been offered to the private sec-
tor enough with the goal of attracting invest-
ments worth $8bn to be implemented over 
an 18-month period, meaning that $4bn will 
be attained during FY 2014-2015.

What do you expect from private sector 
investments in energy?

I expect a positive impact as well as other 
private sector investments in petrochemicals 
for example. At present, providing additional 
energy to these projects is not possible, but 
the private sector can begin working as soon 
the start of energy projects are confirmed and 
a date is set for production.

A contract has been signed for the eco-
nomic zone in the northwest Gulf of Suez 
between Egyptian and Greek investors to es-
tablish a petrochemicals project with invest-
ments estimated at $600m over two years. 
Total investments for this project exceed that 
value several times.

How was the $10bn of FDI on energy, ex-
cluding electricity and oil, estimated?

There are many other projects, but energy 
occupies the largest share. Others include 
the acquisition of the glass factory owned by 
Citadel, and Al-Futtaim Group’s expansion 
after resolving its problems and many other 
projects in various sectors. 

What is the current status of accumulated 
dispute settlements with investors?

I will not give details on any settlements 
with investors regarding their accumulated 
disputes for several years, but the govern-
ment is exerting its best efforts to resolve all 
outstanding disputes and it is not appropri-
ate to announce any details before reaching 
a final settlement with investors. There were 
problems that fell under the jurisdiction of the 
courts and a law was issued to ensure that 
they do not recur in the future. 

As for the disputes for which final judg-
ments have been issued, there is no way to 
resolve them except through negotiations 
with the investors, which is already underway.

In addition to these disputes, there are 
others pertaining to the land licensing and 
administrative procedures numbering sev-
eral times more than disputes surround-
ing certain state or privatisation contract 
provisions. We have witnessed progress in 
resolving the disputes which became en-
tangled with the governorates as well as the 
Tourism Activation Authority and Industrial 
Activation Authority, among other entities 
that deals with investors. I expect an end to 
the disputes with the issuance of the unified 
investment law.

What is the current situation for the uni-
fied investment law?

The law has been completed and several 
copies of it were reviewed. Its preparation 
in the final form aims to activate the inves-
tors’ deals with a single party that has all 
investment map details, as well as all neces-
sary facilities and procedures required from 
projects. It also aims to notify the Investment 
Authority of all lands and their development 
schemes to present them to investors with 
their own pricing system. 

The project doesn’t make the Investment 
Authority the state’s party at allocating 
lands - this is because it’s logistically difficult 
and requires substantial financial resources 
- but the authority will become an agent of 
the state’s parties so investors don’t have 
to deal with more than one party. However, 
one-stop representatives of parties in the 
Investment Authority have to be authorised 
to make decisions after reviewing models 
from the Investment Authority, and then 
sign them. 

The project includes a law for providing 
incentives to specific geographical areas in 
order to develop them and facilitate proce-
dures in other areas. This step comes along 
with the issuance of bankruptcy law, market 
exiting organising, and the unified law of lands.

Can the government agree on investment 
incentives that include tax breaks for cer-
tain areas?

I propose granting tax breaks to certain 
areas that need development according to 
the state’s strategy in expanding inhabited 
geographic areas. I’m also proposing breaks 
for other areas.  However, I’m not sure if it 
would be accepted as a general policy or if 
it’s premature. 

What is the truth behind rumours that the 
stock exchange has increased the capital 
of business firms?

There is no truth behind those rumours. 
And the policy adopted by the cabinet is “no 
selling”, whether directly or through increas-
ing IPO [initial public offering] capital. And its 
mission is to “develop and restructure busi-
ness assets”.

As a financial consultant becoming a minis-
ter, my personal opinion is that it’s wrong to 
sell firms that need restructuring and have a 
significant opportunity to grow and maximise 
value. The timing is also wrong. 

Resorting to a partnership with other par-
ties is subject to the unavailability of the role 
in companies’ portfolios, like tourism devel-
opment companies that we can resort to in 
order to partner in the land of Ain Sokhna 

owned by the holding company. Other than 
that, we could consider sacrificing part of 
the profits while they could be shifted to the 
company in the business sector.

The financial structure of business firms in-
cludes limited percentages of loans and debts 
versus capital, thus resorting to increasing capital 
is a wrong decision based on the funding costs. 

A number of companies, such as Sayyed 
Pharmaceutical Ind has achieved revenues 
of EGP 320m last year, and net profit was 
EGP 22m. It can be expanded with a line of 
capsules production that needs EGP 100m, 
so why increase its capital when its default 
capacity reaches EGP 300m, according to its 
cash flows?

The Arab Company for Pharmaceuticals 
attains weak revenues but has zero debts - 
thus the best way to develop it is not through 
a tender or capital increase. 

Business sectors shouldn’t be dealt with 
as one thing, such as the absence of distinc-
tion between textile and cotton. While cotton 
companies are making profits; textile is the 
biggest problem in the business portfolio. 

A new perspective of textile sectors was 
revealed through a study of Mahalla Textile 
Company which attains revenues of EGP 
1bn, and losses of nearly half its revenues. 
There’s a financial study being prepared aim-
ing to inject EGP 250m working capital for 
the company to double its production capac-
ity, leading to an end to the losses and the 
company breaking even. 

The study revealed that the increase in the 
company’s production capacity with the same 
machinery and equipment was from 30% to 
70%, which means a reduction of losses of 
EGP 100m, doubling production capacity and 
ending the losses. 

Negotiations with the private sector con-
firmed its willingness to buy the company’s 
products if production energy increased. 
However, it turned down the inventory due 
to its lack of demand and poor condition. 

Moreover, a restructure plan of the com-
pany as well as a financial study will be pre-
sented to the National Investment Bank, in 
order to obtain a loan worth EGP 250m to 
double the production capacity. The provi-
dence of capital can be followed by many 
development aspects. 

What about the Iron and Steel Company’s 
factory?

It needs different handling if the state wants 
to keep this industry. A new factory with mod-
ern technologies must be established, using 
lands and licensing owned by the Iron and 
Steel Company, which requires at least $900m.  

How important is the new Suez Canal project?
It’s very important considering it’s a devel-

opment project that stimulates the economy 
under reduced energy subsidies, imposing 
taxes and the lack of any deflationary pres-
sures. Then there’s the projects revenues, 
adding $3m- $4m a year after the project 
is finished depending on ships that wait for 
18 hours, in addition to the growth of global 
trade and trades that resorts to faster alter-
natives to passing through the Suez Canal. 

He revealed that Egypt has received bids from 
several European and Gulf countries to fund the 
entire project, but the Egyptian authority has 
refused the intervention of any non-Egyptian 
entity in the project. He alluded to a Chinese 
bid to entirely undertake and fund the project, 
and receive half of its revenues in exchange.

What about the private sector’s concerns 
of the state crowding it out?

The government is keen to encourage local 
and foreign direct investments and remove 
all obstacles in their way. The government is 
completely convinced that the private sector 
will achieve the development - and the 6%-7% 
growth rates - not the government.  Energy 
projects that target 30,000 MW are all for 
the private sector as well as petrochemical 
projects and other projects to be established 
as soon as energy is available. 

At the same time, the government wants 
to manage the state’s assets and maximise 
its revenues; one tool to do that is through 
partnerships with the private sector without 
a waiver of assets. There is a certainty that the 
government can’t attain target growth rates 
without the private sector.

Egypt can still attract foreign investment of 
$10bn in 2014-15: Investment minister

No selling or bidding in the stock exchange for business sector 
companies; my mission is its development and restructuring

Ashraf Salman says energy investment is top priority

Government is aware that private sector will achieve high growth rates
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By  Mohamed Ayyad

In an interview with Daily News 
Egypt, Minister of Plannin Ashraf 
El-Araby said: “The government is 
preparing for the Egypt Economic 
Summit to be held next February 
in Sharm El-Sheikh by developing 
studies for several projects aiming 
to attract EGP 600bn worth of in-
vestments to help reach a growth 
rate of 4%.” 

He points to the start of planning 
for the establishment of a holding 
company for mass transit and an-
other for operating with a start in 
restructuring of the National Invest-
ment Bank.

What are the fourth quarter in-
dicators of the fiscal year (FY) 
2013/2014 and the estimates of 
the first quarter of the current FY?

The indicators of the fourth quar-
ter of the last FY 2013/2014 includes 
3.5% growth in the economy, the 
highest in the last three quarters, 
while the unemployment rate fell 
to 13.2%.

The first quarter of 2014/2015 
saw the implementation of govern-
ment investments estimated at four 
times the same period last year. The 
first quarter always experiences a 
slowdown in implementation and 
withdrawal of government invest-
ments estimated at EGP 67bn, in-
cluding EGP 50bn funded by the state 
treasury.

The estimated results for the first 
quarter are a good indicator and will 
restore the confidence of interna-
tional markets and recovery after 
the reform of the energy system. The 
world is beginning to see a recovery 
of the Egyptian economy.

Has the government settlement 
of investor disputes accelerated 
the restoration 
of confidence of 
markets and in-
vestors?

The settlement 
of investment dis-
putes emphasises 
the respect of the 
state’s contracts 
and agreements 
and its protec-
tion of investors. 
The Minister of 
Housing finalised 
the settlements of 
nearly 11 invest-
ment disputes with 
the Urban Communities Authority, 
leaving only two disputes to be re-
solved within the housing sector.

The Legislative Reform Commit-
tee, formed by President Abdel Fat-
tah Al-Sisi, presents a strong message 
that the state will protect the inves-
tor with all of its will and will protect 
public money. The conflict between 
the government and the Egyptian-
Kuwaiti Company over the Ayat land 
is still ongoing.

What measures is the government 
taking to prepare for the upcom-
ing economic summit?

The government seeks to com-
plete a series of economic and social 
reforms to show the business com-
munity and financial institutions dur-
ing the summit that the new Egypt 
has a vision that includes a plan of 
real reform. This began being imple-
mented with the economic recovery 
plan, as well as with several national 
projects that have been initiated in 
addition to the plan to construct the 
new road axis. 

The government has only com-
pleted 70% of the plan to stimulate 

the economy during the last FY, and 
we did not hide this fact.

When will the holding company, 
which is expected to create job op-
portunities and has capital of EGP 
10bn, be established?

The holding company includes 
20% shares which belong to the 
government and 80% to the private 
sector. The company will include sub-
sidiaries in every governorate, and 

this month will 
witness the 
completion of 
the formation 
of its Board 
of Trustees 
whose re-
spons ib i l i t y 
will be to en-
sure the es-
tab l i shment 
of procedures 
and gathering 
funds from the 
private sector.

The gov-
ernment will 

inject EGP 2bn in the company, but 
the Board of Trustees will be respon-
sible for gathering funds from the pri-
vate sector and determining the rate 
of returns, investments, and conduct-
ing feasibility studies to be submitted 
to the private sector.

The partnership with the private 
sector will be based on mutual prof-
it – ‘the government profits and the 
private sector profits’. The projects 
undertaken by the holding company 
should vary between recycling waste 
and transport as standard projects 
over the 27 governorates in addition 
to projects presented by the local 
community.

Are you targeting specific sectors 
for the investment partnership?

The government is conducting 
consultations with various inves-
tors in the different sectors to 
contribute to establishment of the 
new company. Listing the company 
in the stock exchange is still being 
studied. 
The dues of the foreign partners 
are a problematic issue for the 
government that requires uncon-

ventional solutions so as to not 
strain the budget and assures the 
partner to increase production to 
overcome the energy crises? What 
about the new scheduling plan for 
repayments and how do you see 
the borrowing with interest rate 
repayment solution? And when 
will the first batch be repaid and in 
which currency?

We face many difficulties in the 
paying of dues to foreign partners, 
which is estimated at around $5.9bn. 
There is a tri-government committee 
made up of the ministries of Finance 
and Petroleum and the Central Bank 
[of Egypt], which is responsible for 
holding negotiations for the sched-
uling of these payments, in a move 
to increase the production rates of 
foreign partners and overcome the 
energy crisis.

Are there negotiations with Arab 
investors, such as Sheikh Saleh Ka-
mel, to establish a new investment 
fund?

Saudi investor Sheikh Saleh Ka-
mel, in coordination with several 
investors, is considering setting up a 
huge investment fund in the Egyptian 
market divided between the minis-
tries of Religious Endowments and 
Investment. [We are expecting] to 
see the establishment of this fund by 
year’s end.

There are no issues in the estab-
lishment procedures for funds, but 
the government put the regulatory 
frameworks for such funds in the 
framework of governance.

When will the government begin 
the second phase of restructuring 
energy subsidies and will they be 
completely lifted with the circula-
tion of the smart cards?

The government intends on sub-
jecting prices of petroleum prod-
ucts to supply and demand in a 
time-period ranging between three 
to five years. But in the current FY, 
the government will work on the 
dissemination and distribution of 
fuel smart cards to the majority of 
vehicle owners only.

The first phase the government 
implemented is a reform package 
that helped end the smuggling of 

fuel, which exhausted previous gov-
ernments and wasted a large chunk 
of public money.

We printed nearly 2.5m cards 
and they have already been mar-
keted. But, the traffic authority says 
that the total number of vehicles 
that will receive the smartcards is 
estimated at 4m. There is ongoing 
coordination with the ministries of 
Petroleum and Finance as well as 
the Traffic Authority to complete 
the distribution of all smart cards 
before the end of the current FY. 
This will be followed by a period 
of at least six months of evaluation 
and experimenting with the new 
system without increasing prices 
or quotas or quantities. 

The current government will 
complete its work by the coming 
30 June but will not take the deci-
sion to raise the prices of petroleum 
products. After 30 June 2015, we will 
have a newly elected government and 
parliament – only then may we deter-
mine quotas and quantities. We will 
be ready from 1 July 2015, if approved 
by parliament.

Leaving prices to supply and de-
mand does not mean the abolition 
of subsidies. Targeting subsidies and 
more to those who need it, while 
working on improving the mass 
transit system currently in place to 
serve citizens during the three to 
five year period already set by the 
government, will free the prices of 
petroleum products while retaining 
subsidies for those who need it.

You talked about the government’s 
intention to improve the mass 
transit system; what are your plans 
to achieve that?

We are currently planning to set 
up a new company for special public 
transport with investments ranging 
between EGP 4bn to 5bn, with the 
participation of the private and pub-
lic sectors. National banks and the 
National Investment Bank, as well 
as insurance companies, are all will-
ing to contribute to this new public 
transport project.

The pricing of this service will be 
decided in coordination with private 
sector, but the contribution rates be-
tween the government and private 

sector have yet to be determined. 
The planning of this new company 
will be planned in line with the new 
subway lines.

The government requires that the 
manufacturing of buses to be used in 
the company to be produced locally; 
the manufacturer is also required to 
be a contributor in this project.

The procedures for the establish-
ment of this company are nearing 
completion, with the government 
working on 
comp l e t i n g 
the construc-
tion of metro 
lines at an un-
usual speed. 
The develop-
ment of river 
transpor ta -
tion will take 
place during 
the current 
year, and EGP 
5bn will be 
used to devel-
op the railway 
system.

Can you provide us with details 
regarding the reform plan and 
restructuring of the National In-
vestment Bank affiliated with the 
ministry? What has been done to 
resolve financial entanglements 
with government agencies?

The National Investment Bank 
was established as a bank to in-
crease rates of development, but it 
veered off course. Its main sources 
of funds come from the postal ser-
vice, insurance surplus, pensions, 
and government investment certifi-
cates. Historically, the bank funded 
projects by government agencies 
which made losses and did not pay 
premiums, so debt was continuously 
increasing.

The mixing of economics and 
politics is the reason behind the cur-
rent economic situation and financial 
indebtedness between the bank and 
several government agencies, but 
a committee headed by the Prime 
Minister is now working on resolv-
ing financial entanglements between 
national investments and all govern-
ment agencies.

The bank will only finance eco-
nomic development projects that 
generate a profit for the bank, in 
order to end a long history of fi-
nancing profit-losing government 
projects which only results in the 
increase of financial entanglements 
and indebtedness.

National investments will con-
tribute to the reform of some of 
the indebted government agencies 
for example the Egyptian Radio and 
Television Union, which maximises 
the return of any funds pumped into 
those entities.

Which authority is responsible 
for the coordination of the Egypt 
economic summit to take place in 
Sharm El-Sheikh next year?

There is a ministerial group head-
ed by general coordinator Naglaa 
Al-Ahwany, the Minister of Interna-
tional Cooperation. [The authority] 
includes the ministries of Investment, 
Finance, Planning, Trade and Industry 
and they are responsible for mak-
ing all the necessary arrangements 
for the economic summit, which is 
expected to be held next February 
in Sharm El-Sheikh. The Ministry of 
Investment is responsible for the pri-
vate sector projects while joint proj-
ects between the public and private 
sectors are handled by the Ministry 
of Finance. As for trade projects, they 
are handled by the Ministry of Trade 
and Industry.

There is a specialised company 
that will be responsible for the prep-
aration and coordination for the eco-
nomic summit which may be a gov-
ernment company. The government 
received huge offers from the pri-
vate sector to coordinate the sum-
mit, saying the government benefited 
very well from past lessons and it is 
very possible that it [the government 
company] will organise the summit.

What are the sizes 
of investment that 
the government 
plans to attract 
through the sum-
mit? Will the sum-
mit only be limit-
ed to investments 
or will there be 
“cash and oil” aid? 
And what are the 
most important 
projects that are 
expected to be 
presented during 
the summit? And 

have you made the necessary fea-
sibility studies?

The government is planning to at-
tract investments worth EGP 600bn 
during the summit to achieve a growth 
rate exceeding 5% versus 3.5% dur-
ing the fourth quarter of 2013/2014. 
Investments worth EGP 337bn have 
only achieved a 3% growth.

The governments is serious in its 
presentation of its clear investment 
projects and are backed by feasibility 
studies that include all national proj-
ects such as the development of the 
Suez Canal Axes, the Golden Triangle, 
the North West Coast and ports, and 
East Port Said.

Is the government currently nego-
tiating new Gulf aid?

The government is currently not 
negotiating for new aid, be it or oil or 
financial aid. We are still continuing 
to negotiate on the $8.7bn from the 
UAE, saying that the grant element 
in it is very high, but the regulatory 
frameworks for the start of con-
verting petroleum products is still 
awaiting the decision of the political 
leadership.

Smart Card System to be completed in December, second phase of 
subsidy restructuring in hands of elected government: Planning minister

National investment veered off its developmental course and we seek to resolve the financial 

entanglements with government agencies, says El-Araby

The development of river transportation will take place during the current year

We face many difficulties in paying dues to foreign partners

Buses should 

be locally 

manufactured 

with local 

manufacturers to 

be involved

There are no 

issues establishing 

fund procedures as 

they have been put 

in the framework of 

governance



What rating agencies say about Egypt

Fitch

Time l ine  of  Egypt ’ s  Economic 
Rat ings  s ince  2011

Standard and Poor’s 

Egypt recently witnessed some progress on fiscal consolidation, such as the recent increases in fuel prices 
and the introduction of new taxes  

“Material 
progress on fiscal 
consolidation” and 
“Improved political 
stability” - the way 
to an ungrade

We could raise the 
ratings if political 
developments in 
Egypt strengthen 
relations between 
the government and 
wider society

In January, Fitch Rating Agency restored 
Egypt's outlook to stable for the first 
time since it was downgraded to nega-
tive nearly three years ago. This reflects an 
improvement in an economy hammered 
by years of violence and political instability 
that had a massive toll on foreign reserves 
and many industries. The ratings firm, 
however, confirms 
that there is still a lot 
more that needs to 
be done.

Paul Gamble, the 
director of sover-
eign group Fitch, 
answered Daily 
News Egypt's ques-
tions on what the 
Egyptian adminis-
tration needs to do 
in order to secure 
an upgrade in the 
upcoming evalu-
ation, and what the chances are of this 
happening.

Egypt's B-credit rating was affirmed in 
Fitch's most recent revision on 27 June. 
When will the next evaluation be? 

The next evaluation will be issued on 
19 December. 

What does Egypt's government 
need to do in order to achieve an up-
grade? Do you believe the govern-
ment moving in the right direction? 
If yes, how so?

The triggers we have identified that 
could collectively or individually lead to 
upgrade are: "Material progress on fiscal 
consolidation" and "Improved political 
stability, potentially supported by ef-
forts to accommodate currently mar-
ginalised groups". There has been some 
progress on fiscal consolidation, such as 
the recent increases in fuel prices and 
the introduction of new taxes.  We will 
monitor the data between now and our 
review time to see how material this 
progress has been.

What is your evaluation of the mea-
sures taken to reduce subsidies and 
raise certain forms of taxes? Is that 
enough to fix the country's expand-
ing deficit? 

These measures will help reduce the 
deficit. The combined savings and ex-
tra revenue are likely to cut the deficit 
by 2-2.5% of GDP. This compares to a 
deficit in 2013/14 of 12.1% of GDP, so 
there is still a long way to go. It is also not 
clear whether some of the savings and 
additional revenue will be spent else-
where. Strengthening economic activ-
ity will help lower the deficit, but it is 
expected to stay large for some time.   

What do you see are elements that 
can possibly keep Egypt's rating as is 
for a third consecutive evaluation? 

This would probably involve Egypt not 
[exerting] sufficient [effort] to hit the 
triggers for an upgrade outlined above, 
and the [current] situation [must remain 
stable] so that one or more of the trig-

gers for a down-
grade are hit. The 
triggers we have 
identified for a 
downgrade are: 
"Disruption to 
GCC inflows that 
strains the bal-
ance of payments 
and fiscal posi-
tion", "A failure to 
reduce the fiscal 
deficit significantly 
or a weakening of 
the willingness or 

ability of local banks to finance the defi-
cit" and "A serious breakdown of public 
order or a severe and sustained period 
of political violence that further damages 
the economy". 

The new president and government 
have announced multi-million dollar 
national mega projects, which they 
say will reduce unemployment rates 
and draw investors. How do you view 
such steps?

If these projects go ahead they are like-
ly to cut unemployment and potentially 
draw in investors. The question for us is 
how they will be financed. The govern-
ment runs a very large budget deficit, so a 
large amount of foreign government and 
private sector investment would probably 
be necessary to get these off the ground. 
Measures to improve the business en-
vironment would be much less costly.  

What are your expectations for the 
influx of GCC aid and the value of 
the Egyptian pound given strategies 
of new leadership?

GCC support will continue to un-
derpin Egypt's economy for the near 
term. The form of this support is likely 
to change from direct deposits in the 
central bank and budgetary support to 
spending on projects, though short-term 
assistance from the GCC will be available 
if it is needed. The GCC private sector is 
also likely to take an increasing role. 

How do you view concerns that the 
expansion of the army’s economic 
empire will compete with the pri-
vate sector over future projects. ? 

We think that the military will use 
private sector contractors for large ele-
ments of the projects.

On 16 May 2014, Standard & Poor’s 
Ratings Services affirmed its ‘B-/B’ 
long-and short-term foreign and 
local currency sovereign credit rat-
ing assessment on Egypt. The rat-
ings service added that the country 
has a “stable” outlook, signifying an 
improvement in 
economic condi-
tions.

During the cur-
rent fiscal year, 
Saudi Arabia, 
United Arab Emir-
ates and Kuwait 
have pledged and 
provided around 
$15bn.

Trevor Cullinan, 
director of sover-
eign rating at the 
agency, explained 
to Daily News 
Egypt the affirmation reflects S&P’s 
view that the Gulf ’s lifeline will con-
tinue to flow and finance economic 
recovery. He also emphasised that 
more political stability is needed to 
secure an upgrade.

When will the S&P next evaluate 
Egypt’s rating? 

Our next scheduled rating pub-
lication on Egypt is 14 November.

You were previously quoted by 
reports as saying the B- rating is 
likely to last for this current year - 
is this correct? If so, why? 

Our outlook speaks to the next 
12 months for non-investment grade 
ratings. The stable outlook indicates 
that we do not expect to change 
the rating. The stable outlook bal-
ances our view of Egypt’s difficult 
political landscape and significant 
external financing pressures against 
our expectation that official donors 
will continue to provide support to 
the country.

Have recent economic measures 
including a reduction in energy 
subsidies, a rise in taxes and launch 
of new projects, increased the like-
lihood of possible upgrade? If yes, 
how so? If not, why not?

We understand that the authori-
ties have begun restructuring the 
energy subsidy system and have in-
creased some taxes. We will assess 
the effectiveness of implementation 
of these measures over the coming 
fiscal year ending 30 June 2015. 

 What does Egypt’s government 
need to do in order to achieve an 
upgrade? What is it missing in or-
der to reduce credit risk? 

We could raise the ratings in the 
next 12 months if political develop-
ments in Egypt strengthen relations 
between the government and wider 
society, and improve external per-
formance, including net internation-

al reserves, thereby easing external 
pressures.

What is your evaluation of the 
measures taken to reduce sub-
sidies and raise certain forms of 
taxes? Is that enough to fix the 

country’s 
expanding 
deficit?

We will as-
sess the ef-
fectiveness of 
implementa-
tion of these 
m e a s u r e s 
over the com-
ing fiscal year 
ending 30 
June 2015. 

What does 
Egypt need 

to do in order to increase interna-
tional reserves? 

Further stabilising the domestic 
political situation and improving 
economic growth should improve 
investor confidence in Egypt and 
increase demand for the Egyptian 
pound, supporting the purchase 
of foreign currency by the central 
bank. Achieving a current account 
surplus, which seems unlikely at 
present, would also result in a posi-
tive balance of foreign currency be-
ing received by the country rather 
than the current outflow. 

What are your expectations for 
Egypt’s ability to meet financial 
obligations?

 Although risks to the govern-
ment’s medium-term credit stand-
ing are high, we do not see a risk of 
imminent default.

Is the launching of new national 
projects enough to draw FDI? 
President Abdel Fattah Al-Sisi and 
his government have announced 
multi-billion dollar national mega 
projects, including the Suez Canal 
expansion, with the aim of reduc-
ing unemployment rates and 
draw investors. How do you see 
such steps?

The challenge to reinvigorate the 
economy is significant. We will as-
sess the effectiveness of implemen-
tation of the government measures 
over the medium-term. 

What are your expectations for 
the influx of GCC aid and value of 
Egyptian pound given strategies 
of new leadership?

The B- rating reflects our view 
that official donors will continue to 
provide the Egyptian government 
sufficient foreign currency funds to 
manage the country’s short-term 
fiscal and external financing needs. 
We expect ongoing support from 
official donors.

Paul Gamble Trevor Cullinan

- 28 January 2011: Fitch ratings revised its outlook for Egypt to negative.
- 31 January 2011: Moody's downgraded Egypt's government bond 

ratings to BA2 from BA1 and changed the outlook from stable to negative.
- 1 February 2011: Standard & Poor's cut Egypt's long-term foreign 

and local currency ratings by one notch to BB and BB+ respectively, both 
with a negative outlook.

- 3 February 2011: Fitch Ratings lowered Egypt's debt ratings by one 
notch to BB from BB+.

-  16 March 2011: Moody's downgraded Egypt's foreign and local 
currency government bond ratings by one notch to Ba3 from Ba2. The 
outlook on these ratings remains negative.

- 18 October 2011: S&P Ratings cut Egypt's long-term foreign cur-
rency sovereign credit rating to BB- from BB and its long-term local cur-
rency rating was cut to BB- from BB+. It maintained a negative outlook 
on the rating.

- 27 October 2011: Moody's downgraded Egypt's government bond 
ratings by one notch to B1 from Ba3. The outlook remains negative.

- 24 November 2011: S&P said it cut Egypt’s long-term foreign and 
local currency sovereign ratings to B+ from BB-, with a negative outlook.

-  21 December 2011: Moody’s  downgraded Egypt's government 
bond ratings to B2 from B1.

-  30 December 2011: Fitch ratings cut Egypt’s long-term foreign 
currency debt to BB- from BB with a negative outlook.

- 10 February 2012: S&P downgraded Egypt's long-term rating from 
B+ to B. It affirmed the negative outlook.

- 15 June 2012: Fitch downgraded Egypt's long-term foreign currency 
rating to B+ from BB-, with a negative outlook.

- 24 December 2012: S&P cut Egypt's long-term credit rating to B- 
from B, with a negative outlook.

- 30 January 2013: Fitch Ratings cut Egypt’s sovereign credit rating 
to B from B+.

- 12 February 2013: Moody's Investors Service downgraded Egypt's 
government bond ratings to B3 from B2, and maintained the negative 
outlook.

- 21 March 2013: Moody's Investors Service downgraded Egypt's 
government bond ratings to Caa1 from B3. The rating outlook is negative.

- 9 May 2013: S&P lowered Egypt's long-term credit rating to CCC+ 
from B-. 

- 6 July 2013: Fitch cuts Egypt's credit rating to B- from B.
- 17 July 2013: S&P maintained Egypt's long-term sovereign credit 

ratings on Egypt at CCC+/C, with a "stable" outlook. 
-24 July 2013: Moody's affirmed Egypt's CAA1 government bond rat-

ing, while maintaining the 'negative' outlook.
- 15 November 2013: S&P raised its long-term foreign currency sovereign 

credit rating for Egypt to B-/B from CCC+/C, with a 'stable' outlook. 
- 3 January 2014: Fitch raises Egypt's economic outlook from 'nega-

tive' to 'stable'. The rating firm, however, maintained its rating for the 
long-term foreign sovereign credit ratings at B-.

Date                             foreign currency long term rating             outlook 

28 January 2011                                BB+                                                 Negative

3 February 2011                                BB                                                   Negative

28 June 2011                                      BB                                                  Rating Watch

30 December2011                             BB-                                                 Negative

15 June 2012                                      B+                                                  Negative   

5 July 2013                                         B-                                                    Negative

4 January 2014                                  B-                                                     Stable
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Company President Basil El-Baz talks to Daily News Egypt

 Two projects comprising investments of $3.5bn are included in the 
company's long-term plan

Hassan Allam and the Greek company CCC join the list of contractors for the 

project, which is expected to create $9.5bn a year in investment returns

The Carbon Holdings Company plans for the largest IPO in the history of the Egyptian stock exchange, valued at $2bn

 The investment 
cost for the Tahrir 
Petrochemical 
Complex rises 
to $6.6bn and 
the financing 
contracts include 
five financial 
institutions

by Alia Stohy and Mahmoud Al-Qasas

The Carbon Holdings Company is plan-
ning to present its initial public offering 
(IPO) to the main stock exchange at the 
value of $2bn. The company nearly re-
solved negotiations with four investment 
banks to put 35% of its shares on the mar-
ket, despite the fact that it is contracted 
through the financial advisor to go on offer 
in early 2015.

Basil El-Baz, the head of Carbon Hold-
ings, said in an interview with Daily News 
Egypt that the company intends to imple-
ment the IPO within the limits of $2bn, 
which he regarded as the largest public 
offering that the Egyptian stock market 
has ever seen.

He added that the IPO process was 
intended to increase capital, and it is ex-
pected that important institutions and 
strategic investors and individuals will 
participate.

El-Baz also indicated that his company 
was deciding among local and international 
investment banks to manage the IPO pro-
cess. The selection process is expected to 
take a long period of time, possibly more 
than a year, in order to guarantee that the 
bank is equipped for the task.

The head of Carbon Holdings also dis-
cussed a list of large expansions for his 
company encompassing six years, for 
which it requires funding of billions of 
dollars. This is what pushed the adminis-
tration to consider the constraints of the 
stock market, which he considers a tool 
to obtain easy, sustainable funding which 
could fulfill their financial needs on an on-
going basis. 

He remarked that Carbon Holding's 
current capital has grown to $500m, and 
there are plans to increase it to $1bn be-
fore the middle of 2015. This expansion 
will be followed by several subsequent 
increases in the following periods, in line 
with the size of the mega projects planned 
for the future.

El-Baz also revealed two new projects 
which are included in the long-term fu-
ture plan: first, the Egyptian-Japanese Pet-
rochemical Company. This project repre-
sents an investment cost of $2.3bn and 
aims to produce 6,000 tons of methanol 
and two thousand tons of Ammonia.

He added that the company plans to 
start the project during the last quarter of 
2020 and it will be established in the Suez 
region. Carbon Holdings holds 32.2% of 
the capital of the Egyptian-Japanese proj-
ect and intends to contribute a controlling 
stake of 51%.

The second project represents a new 
phase for the Tahrir Petrochemical Com-
plex, he said, and will constitute an in-
vestment cost of $1.2bn. It will produce 
220,000 tons of polypropylene and refine 
550,000 barrels of crude oil a day. This 
phase will take place on land adjacent to 
the complex.

El-Baz noted, "The most prominent 
project of interest to the company in the 
short and middle term is the Tahrir Pet-
rochemical Complex, and after the com-
pletion of detailed studies, its investment 
cost will increase from $5bn to around 
$6.5bn.”

He also announced that the Carbon 
Holdings Company had signed with Has-
san Allam Contractors and the Greek CCC 
company to compose a list of contractors 
for the Tahrir project. He pointed out that 
the agreement set the implementation pe-
riod as 52 months, though construction 
was set to begin in the middle of 2015.

He also revealed an expansion in the 
funding base which includes five financial 
institutions instead of three. The Founda-
tion for Italian Exports had agreed to lend 
$1.25bn from the OPEC Fund for Inter-
national Development and $2 billion was 
to be divided equally between the Korea 
Export Insurance Corporation and the 
Export-Import Bank of Korea.

The Export-Import Bank of the Unit-
ed States will also provide $1.4 billion, 
bringing the total amount of international 
funds to $4.65bn though $2 billion will 
be obtained as payment for the rest of 
the project through institutions and local 
investors.

El-Baz justified the dependence on in-
ternational financial institutions by high-

lighting their ability to finance large-scale 
projects on long-term repayment plans. 
This type of massive financial value would 
require the participation of around 40 
commercial banks, which is difficult to 
achieve.

However, the head of Carbon Holdings 
hinted that the company would turn to 
local banks for funding certain parts of 
the project, especially domestic compo-
nents and the construction. They expect 
to sign the financing contracts during the 
first quarter of 2015, on payment terms 
of 17.5 years.

El-Baz said that the company had signed 
export contracts guaranteeing the sale of 
100% of the Tahrir Complex products, to 
achieve returns ranging from $7.5bn to 
$9.5bn annually. The capital rate of return 
ranges from 9-14 %, a fact which helped 
the process of negotiating with banks and 
international institutions to obtain the 
necessary funding.

The Tahrir Petrochemicals Complex is 
considered the largest Naphtha petro-
leum cracker factory in the world. It in-
cludes eight factories and will break down 
3.5 million tons of Naphtha annually, and 
will produce 1.5 million tons of polyeth-
ylene, 880,000 tons of polypropylene, 
around 350,000 tons of petrol, 150,000 
tons of gas, 215,000 tons of Butadiene and 
100,000 tons of HEXENE-1.

The project is housed on five million 
square meters in an industrial area, north-
west of the Gulf of Suez. The buildings and 
factories will be built on 3 million meters 
and the rest of the space will be left empty 
in anticipation of any new expansions.

Carbon Holding's manager said that he 
planned to build a power plant to provide 
for the electricity needs of the complex, 
with a production capacity of 300 MW.

The project is expected to provide 
around 20,000 direct job opportunities 
during the construction period and will 
include 3,500 workers after the project 
begins operations. Indirect employment is 
expected to include 50,000 workers dur-
ing the construction period, in addition 
to 25,000 indirectly employed workers 
during the project's working operations.

According to El-Baz, the Tahrir Com-
plex project represents a major shift in 
the industrial sector. He considers this 
to be, in its essence, the shift of local in-
dustries towards manufacturing and away 
from their focus on importing. Originally, 
the dependence of imports was due to a 
lack of availability of intermediate inputs 
for production. This limited the majority 
of Egyptian industries to assembly opera-
tions in the past.

He stressed that after the transition 
from assembly to production and manu-
facturing, the Egyptian economy will see 
an unprecedented leap. This is what the 
project aims to achieve, by way of creating 
all raw materials and intermediate inputs 
in the production process.

The head of Carbon Holdings expected 
that the new Petrochemical complex will 
increase the value of Egyptian exports by 
around 25% based on its current value, 
which is circulating at the rate of EGP 
150bn annually.

He added that the new complex can 
compete globally and provide for the 

needs of the country through producing 
important products. It will offer competi-
tive value and increase the worth of in-
dustrial output in the country, in addition 
to integrating with major regional com-
panies.

Carbon Holdings was granted a con-
tract worth $3.6bn last December, allying 
it with the German firm Linde and the 
Korean company SK to establish factories 
that will be included in the Tahrir complex. 
The Korean company is building three 
factories for polyethylene worth $900m, 
while the German company is establishing 
the Naptha cracking plants and the pro-
duction of propylene, benzene and Albita-
din. SK is considered one of the largest 
petrochemical companies in Korea and 
owns four Naphtha cracking plants in Ul-
san, South Korea.

Additionally, the Italian company Maire 
Tecnimont joined with Dutch Archirodon 
Group N., and signed a contract for the 
construction of facilities and installations 
outside the site, which included the power 
plants and water desalination units, tanks 
of crude oil and products, and pipes and 
cables in the industrial complex.

A study of the project has been under-
taken to recover between 10 and 15% of 
the annual investments. The payback pe-
riod of investments on these types of proj-
ects ranges between five to seven years 
after the start of initial operations.

Basil El-Baz expects to begin working 
on the first company project, an Ammoni-
um Nitrate and Nitric acid factory owned 
by the Egyptian Hydrocarbons Company, 
before the end of 2014. This project will 

produce 370,000 tons anually. Ninety-
three percent of the factory has already 
been completed, and it has entered the 
testing phase.

He estimated the investment cost of 
the factory to be around $500m, which is 
funded with $170m in capital and $330m 
from Egyptian banks, the Commercial In-
ternational Bank, and Ahli United Bank in 
Egypt and Bahrain.

El-Baz explained that the Ammonium 
Nitrate project has contracts to sell its 
products for 17 years. Carbon Holdings 
relies on the marketing of its products far 
in advance, which is included in the proj-
ect's financial plan. It offers this to banks 
for financing and in order to increase its 
attractiveness, and takes into account that 
the selling prices are linked to global price 
indicators at the time of export.

Carbon Holdings has contracted with 
an international company to provide raw 
ammonia to the factory, either domesti-
cally or internationally, especially now 
that the feasibility study is based on the 
purchase of raw materials and the sale of 
products at global prices.

The Carbon Holdings Company also 
seeks to restart the Oriental Petrochemi-
cals company after it acquired about 67% 
of its shares. The company had been closed 
for a long time due to the unavailability 
of crude propylene which the company 
relied upon for producing polypropylene 
in the plastics industry.

El-Baz said that the Oriental factory 
was reliant on Libya to provide it with 
crude propylene, but the repercussions 
of the Libyan revolution led to a halt in 
production for a Naphtha cracking factory 
in Ras Lanuf. 

This factory had been fulfilling 60% of 
the company's needs on an annual basis 
while the available raw material was only 
available in Asia. However, the increase in 
the cost of transport and shipping indi-
cates a decrease in the feasibility of re-
opening the factory.

The total production capacity of the 
Oriental Factory reached 160,000 tons 
annually, and it requires 180,000 tons of 
the raw material. El-Baz mentioned that 
the Carbon Holdings Company was seek-
ing to add a new production line for the 
factory to add capacity ranging between 
350,000 and 400,000 tons.

He added that, at the time of its es-
tablishment in 2011, the Oriental Project 
had appropriate production capacity, but 
polypropylene factories now generally do 
not produce less than 350,000 tons. This 
requires the additional line to increase the 
factory's production to 500,000 tons, in 
light of the company's intent to rely on 
economies of scale.

El-Baz discussed the economic situa-
tion in the country and the extent of its 
investor appeal, and said that the Egyptian 
economy was still strong and had succeed-
ed in overcoming the challenges that it 
had faced in the past few years, to a large 
extent. He attributes this success to its 
strong purchasing power.

He added that the Egyptian economy 
urgently needs guidance to correct its 
path. This can only come with the strength 
of consumption, he believes. El-Baz went 
on to explain that no economy will grow 
without an increase in production and lo-
cal inputs. This would solve the crisis of 
the increasing volume of Egyptian imports, 
and instead, shift to an increase in exports.

El-Baz emphasised that any investment 
opportunity that is supported by detailed, 
comprehensive feasibility studies which 
include expected returns, production 
sales contracts for the project, funding 
directives and specifics about the period 
of implementation, will succeed in terms 
of its international marketing. This is what 
helped his company in terms of marketing 
the Tahrir Complex project, for which he 
managed to obtain the necessary funding 
without difficulty.  

Lastly, El-Baz mentioned that the Car-
bon Holdings Company was established 
by local contributions, which exceeded 
50% of its shares. A number of regional 
companies and financial institutions from 
the UAE and Saudi Arabia contributed to 
it, and among these, two companies that 
are included on the Emirati and English 
stock exchange.
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By Sara Aggour 

Following three years of serious 
fluctuations, the Egyptian stock 
market (EGX) started to show no-
table improvements at the begin-
ning of 2014. The recent changes 
in legislation and regulation on the 
capital market have prompted sev-
eral companies to list on the EGX. 
The expected wave of initial pub-
lic offerings (IPOs) - stock market 
launches - has not hit as expected, 
however, with the only significant 
IPO belonging to Arabian Cement.

Daily News Egypt sat down with 
the Egyptian Exchange’s Chairman 
Mohamed Omran to discuss the 
future of IPOs, the sectors that are 
expected to have a strong showing, 
and why he believes that the newly 
introduced regulations have influ-
enced the capital market.

New legislation and regulations 
were passed earlier this year - 
was the market influenced by 
these new measures? Have there 
been any new requests to be 
listed on the market?

We have a very particular role. It 
is to place the legislative laws and 
regulations that aim not only to at-
tract companies, but to guarantee 
more transparency and to protect 
investors. We aim to create a clear 
system. As you know, Arabian Ce-
ment recently joined the market, 
and I believe Nile Company is fi-
nalising the last procedures to join 
and launch its initial public offering. 
The market is not just influenced 
by the new regulations, but by the 
overall economic environment and 
political stability as well.

The aim of the regulation was 
to cope with the country’s current 
economic situation. For example, 
one regulation was to allow com-
panies that have not made previous 
financial statements, to be listed on 
the market. What we seek to do is 

to publicise that we introduced new 
laws that weren’t available before, 
and inform companies who might 
be interested in joining the market.

So the stock market has a market-
ing role?

Yes, we have a role. We have pre-
viously held a summit for an initial 
public offering. But at the end of the 
day, the decision to list a company 
or a project is the investors’ deci-
sion not the bourse’s.

Many regard 2014 as being the 
year of several new IPOs. Howev-
er, there have been some delays. 
Are they related to the economic 
environment in the country?

That question should be direct-
ed to investors and not the stock 
market. The decision to have an 
IPO and rely on the capital mar-
ket’s financing is the investor’s and 
not the market’s. So whether it’s a 
governmental institution, private 
sector or joint companies, the de-
cision is theirs. That decision also 
depends on their need of financing, 
their timing and their clear future 
investment plans.

You have previously stated that 
you would not allow companies 
who might harm the stock mar-
ket’s reputation to be listed. What 
did you mean exactly?

I made that statement to say 
that the market has rules and reg-
ulations, and I am keen for those 
rules and regulations to play their 
key role. That role is to efficiently 
use the resources, help companies 
increase their capital, and allow the 
bourse to be a financing platform. 
However, the capital market must 
also protect investors [share buy-
ers] such as these companies. I have 
to make sure that the companies 
being listed are serious. When we 
receive a list of the companies who 
are seeking to join the market, we 

send it to the Egyptian Financial 
Supervisory Authority (EFSA) to 
be checked.  That is what I wanted 
to say. 

So there have not been previous 
cases that led you to make such 
announcements?

No, there were no previous cas-
es. But it was important to high-
light the system we are dealing with, 
which can result in delays in the list-
ing of some companies due to those 
governance checks. If the listing 
committee is not sure through its 
checks, follow-ups from the paper-
work and EFSA approval can result 
in delays or preventions of compa-
nies from entering the market.  

 We’ve been hearing about the 
desire of some companies to be 
delisted due to the harshness 
of the regulations. What do you 
think about that?

The market has about 240 com-

panies listed that are still operat-
ing, so I believe that answers your 
question. Also, the decision to be 
delisted is the investors’ decision 
and the general assemblies’.

During the first half of 2014, the 
capital of the listed companied 
increased by some 12% - what are 
the expectations for the second 
half?

The new projects that will be un-
dertaken in the country during the 
coming period will lead some com-
panies to seek financing from the 
capital market. The economic activ-
ity will reflect the bourse’s activity. 

How do you feel the capitals gain 
tax affected the market so far?

I think that it has been surpassed 
a long time ago. If you go back to the 
bourse’s indexes before and after 
the capital gains tax, you’ll see that 
they have currently reached their 
highest since July 2008. However, 

generally speaking, no business likes 
to be taxed. It was applied as part 
of an economic policy made by the 
government and the fixation of the 
taxation system. Those hierarchical 
changes in the country’s economic 
policies, investment plans, subsidies 
system and legislative introduction 
will have positive outcomes that 
will outweigh the announcement 
of the taxes. 

Do you have any expectation of 
the capital market going back to 
pre-January 2011 rates such as 
12,000 points?

I never discuss the points expec-
tation, and it’s not something the 
bourse’s chairman discusses. The 
important thing for the bourse’s 
chairman is for the market to func-
tion properly. This function is to as-
sist companies who seek financing 
to find it. The role is the mobilisa-
tion of resources and best capital 
allocation.  This is why we focus 
more on the availability of liquid-
ity more than the ascendance or 
descendance of the indexes. 

What are the important files the 
stock market is working on im-
proving at the moment? 

They all still relate to regulations 
and legislations. We seek to remove 
hindrance and improve work effi-
ciency in managing the listing re-
quests. These rules aren’t fixed 
and require updates every once in 
a while. The previous changes we 
made were general revision for the 
old regulations. In a year, maybe, we 
can sit down again and make some 
revision to examine the changes 
that had a significant positive im-
pact and what we need to review. I 
discussed with the EFSA president 
the possibility of having this evalua-
tion for the newly introduced rules. 

But at the moment there is noth-
ing specific that the bourse is 

working on?
We seek to see the exchange 

traded funds (ETF) being traded. I 
believe that this is a product that 
will be available for the end of this 
year. We are currently finalising the 
process, the first time ETF will be 
listed in the market. 

There are also some changes that 
go unnoticed by the market but are 
believed to be very important such 
as the update of IT infrastructure 
and data centres. 

There is also the topic of intro-
ducing bonds into the stock mar-
ket. We are still awaiting the final 
detailed rules on the possibility of 
having government bonds available 
for the public. We have made broad-
line agreements and objectives. The 
Central Bank of Egypt has a lot of 
priorities at its work. Once we’re 
done it will be announced.

We have identified how the trad-
ing will happen and how it will be 
placed on the trading system. We 
even clarified how the trading will 
appear and be reported on screens. 
What we need right now is the 
availability of the product itself. 

Are there any negotiations with 
the public business sector com-
panies to be listed?

Currently, no there is not. 

Generally speaking, are there 
any details on the future of 
companies seeking to enter 
the market?

Without a doubt, we expect 
2015 to have new entries in the 
stock market. Some companies are 
conducting studies to join the mar-
ket but are still unclear about the 
timing.

 What sectors do you expect to 
make a strong presence?

Infrastructure, telecommuni-
cations, and real estate all seem 
promising.

By Sara Aggour

Following the changes in regulations 
and legislative laws of the Egyptian 
capital market, eyes have been on the 
Egyptian bourse to examine which 
sectors will seek to expand their 
capital by getting listed. Daily News 
Egypt talked to several experts to un-
derstand how initial public offerings 
(IPOs) can assist the stock market 
in recovering after more than three 
years of stagnation.

Head of Egyptian Finance Associa-
tion Ayman Metwaly said that, despite 
the emergence of strong purchasing 
power in the market after post-25 
January Revolution downturn, com-
panies maintain some reluctance due 
to the economic situation.

He explained that there are many 
state-owned enterprises and pri-
vate companies that would receive 
overwhelming acceptance by inves-
tors if they decided to enter the 
stock market.

Member of the Egyptian Finance 
Association Mohamed Salah said that, 
following the removal of tax exemp-
tions, several companies have exited 
the market. He added that, during the 
past five years, the market saw less 
than 20 new IPOs.

He added that companies such as 
MIDOR Petroleum Company, Egyp-
tian Linear Alkyl Benzene (ELAB), 
and Misr Oil Processing and Fertiliz-
ers Company (MOPCO) have a good 
opportunity if they decide to enter 
the market.  

He also said, after the annulment 
of the privatisation of Omar Effendi 
department store, the government 
can list part of its shares for trading, 
the optimal solution for the man-
agement of the resources needed 
to restructure and pay dues to the 
Kuwaiti investor.

Technical Analyst Islam Abdel Atty 
said that an important topic that 
needs addressing is the availability 
of regulations allowing newly estab-
lished companies to offer their shares 
in the market. He stated that this will 
offer an alternative to banks, which 
are stricter at lending during this early 
period of businesses.

Abdel Atty said that IPOs of start-
up companies will revive the market 
and attract new young investors. 

Managing director of Amwal Finan-
cial Investment Company, Mohamed 
Gebril, said the absence of IPOs has 
limited investors to specific shares, but 
that would change as new companies 
are introduced to the market.	

Financial analyst Mohsen Adel said 
that new IPOs will send a positive 
message to Arab and foreign investors 
and assure that the market still retains 
the vitality and dynamism it once had.

Deputy CEO of HC Securities 
and Investments Mohamed Metwally 
stated however that operating in a 
specific sector has little to do with 
the desire to join the stock market.

“I don’t think it is sector-oriented,” 
Metwally said, adding that “it is investor-
oriented” and is chosen by “companies 
that require an increase in capital”.

 Metwally said that the capital 
market is picked because of the “high 
lending rate”.

The stock market expert said that 
currently the bourse is the only venue 
left for companies.

Metwally said that, in banks, the 
growth rate in lending is “decimal 
when it should be at least twice the 
growth rate of the gross domestic 
product”.

“Growth rate is very small and 
doesn’t even reflect the growth in 
economic activities,” Metwally said 
on the banks’ lending rates. 

Discussing criteria allowing a com-
pany to have a successful IPO, Metwally 
said that it mainly depends on the com-
pany’s “growth rate and profit margin”.

Capital market eager to present exchange traded funds to investors: EGX chairman

IPOs and the stock market

New IPOs to revive stock market: Analysts Siemens participates at Energy session 
of Euromoney Egypt 2014 Financial 
Forum and addresses the energy 
challenges of Egypt

Mohamed Omran,  Chairman of the Egyptian Exchange

The total market capitalisation of the listed stocks culminated at EGP 478bn at the end of the first half of 2014, 
representing a 12% increase

Infrastructure, 
telecommunications, and real 
estate all seem promising

The Daily News Egypt talks to the Chairman of the Egyptian Exchange Mohamed Omran, as well as Egyptian analysts, to 
review the future of initial public offerings (IPOs) – stock market launches - in the market and their likely influence

 In EGP Billion  Close Open change %
 Total listed stocks Market Capital 477.641 426.810 11.9%

EGX 30 Market Capital 204.086 175.675 16.2%
EGX 70 Market Capital 126.517 130.512 -3.1%

 EGX 100 Market Capital 330.603 306.187 8%
NILEX Market Capital 1.041 1.429 -27.2%

Siemens, the global powerhouse in 

electronics and electrical engineer-

ing operating in the energy, infra-

structure, industry and healthcare, 

demonstrated today the importance 

of dialogue between the public and 

private sectors in Egypt through 

its participation in the Euromoney 

Egypt financial Forum held on Sep-

tember 16th and 17th under the 

slogan: “Stability, Investment and 

Growth”. Siemens participation in 

the event stems from the company’s 

belief that the private sector has to 

support the government in strength-

ening the local economy while also 

contributing to achieve a sustainable 

development for Egypt.

During the Energy session of Eu-

romoney, Siemens CEO and Manag-

ing Director, Mohamed El Mahdi will 

present a comprehensive picture of 

the solutions that can create reli-

able, sustainable and highly-efficient 

energy system. 

“The rapidly increasing domestic 

demand for energy is a major chal-

lenge for Egypt. More efficient power 

plants, greater utilization of natural 

and renewable energy resources 

combined with a push for energy ef-

ficiency can help quench the thirst 

for energy and ensures sustainability, 

affordability and availability for con-

sumers as well as for industrial and 

non-industrial sectors.” says Mo-

hamed El-Mahdi.

The Energy system is a key fac-

tor to achieve economic competi-

tiveness and growth in all sectors in 

Egypt while lowering the burden on 

the national budget. With Siemens 

wealth of experience, manpower 

and our strong local presence, the 

company is well-positioned to help 

Egypt accommodate its growing de-

mand for power.

“The energy situation calls for the 

proper energy mix and mid and long 

term approach. First of all, renew-

able energy sources must be avail-

able at competitive prices through 

supportive regulatory framework. 

The replacement of small and me-

dium sized inefficient power plants 

with highly efficient combined cycle 

power plants can also be a vital quick 

win. A detailed grid stability study 

will also be important to pin-point 

critical grid bottlenecks. In addition, 

management of energy demand and 

supply for domestic usage, industry, 

buildings and transportation must be 

introduced in an effective manner.” 

El-Mahdi, concluded.

It’s worth mentioning that Sie-

mens presence at the Euromony 

follows its participation in “Egypt, 

Road to Future” international eco-

nomic forum which was held on 

September 7th, 2014 to discuss 

different ways to boost the Egyp-

tian economy while also serves as a 

precursor for Egypt’s International 

Economic Conference.  Throughout 

the forum, Siemens provided a com-

prehensive vision for the develop-

ment of local energy sector.

For over 114 years, Siemens in 

Egypt contributed in developing, 

manufacturing, designing, installing 

most of the vital systems and proj-

ects for Egypt in all fields. Siemens 

has always seen its customers as long 

term partners and provided them 

with the highest quality, innovative 

products, solutions and services.
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Many public-private partnerships underway, but 
process cannot be rushed: Ater Hanoura

European Reconstruction and Development Bank requests to acquire share of Orascom/Aqualia

Government seeks to launch new 

projects with private sector participation

Head of Public Private Partnerships Central Unit speaks about developing private sector

By Ihab Aldobabby  
and Ahmed Farahat

Egypt’s successive governments 
have each renewed a bet on private 
sector participation in developing 
services projects under the Public 
Private Partnership (PPP) system. 
However, steps to begin tendering 
the projects move slowly and chal-
lenges abound.

In the financial statement of the 
general budget for the 2014/2015 
fiscal year, Finance Minister Hany 
Kadry said that he will focus on fis-
cal policy during the coming phase 
in order to re-prioritise public 
spending and achieve social jus-
tice. The process will involve mov-
ing growth rates forward through 
government investments and joint 
ventures between the public and 
private sectors under the umbrella 
of PPP partnerships.

Ater Hanoura, chairman of the 
Public Private Partnerships Cen-
tral Unit at the Ministry of Finance, 
told Daily News Egypt.  “We have 12 
projects in education, health, ports, 
and transport sectors. The projects 
are in different stages; some have 
been studied, others prepared for 
tender, and others still under study.”

Hanoura said that companies were 
prepared to bid for the Abo Rawash 
sewage station project.  Amendments 
were introduced to the tender fol-
lowing directives issued by President 
Abdel Fattah Al-Sisi.

The project includes designing, 
funding, and expanding the sta-
tion’s absorptive capacity of 1.2m 
cubic metres to 1.6m cubic metres 
daily, as well as the establishment 
of a second advanced treatment 
stage for the station. The project 
also provides for complete opera-
tions and maintenance for the plant, 
and is set to be implemented within 
four years.

Plant expansions were scheduled 
to be implemented and absorptive 
capacity expanded first, but the 
directives recently issued by Al-
Sisi stipulated that implementation 
take no more than two years and 
that the second treatment stage be 
completed first. The other stages of 
the project are to be implemented 
following these stipulations, ac-
cording to Hanoura.

He added:  “The amendments will 
increase investment costs for the 
plan, but they are beneficial overall. 
The amendments will limit pollu-
tion rates and unite us with alliances 
qualified to bid for the project, and 
have already been agreed upon.”

He pointed to the agreement be-
tween the European Bank for Re-
construction and Development, the 
International Finance Corporation 
(IFC), the National Bank of Egypt, 
Banque Misr, and Commercial In-
ternational Bank (CIB), saying that 
these institutions were the main 
financiers of the new amendments 
to the project. The investment cost 
will not be re-evaluated and the 
banks will offer a loan to the win-
ning alliance during the first stage of 
project implementation. This loan 
will be available until the start of 
the second phase, which will involve 
increasing the plant’s capacity.

According to previous estimates, 
the cost of investment in the Abu 
Rawash plant measured approxi-
mately EGP 2.5bn for 20 years, and 
the bid is scheduled to be awarded 
and the contract signed in February. 

Four alliances are competing for 
the project, the first of which is led 
by Orascom Construction and in-
cludes France’s Viola, Spain’s Aqua-
lia, and Egypt’s Ay-Kat. The second 

alliance is comprised of the UAE’s 
Metito, Germany’s Hochtief, and 
Turkey’s PWT. They are competing 
with giants Kharafi National and 
Degremont, Kuwaiti and French 
respectively. 

These companies are qualified to 
compete in the tender in February 
and obtained the necessary docu-
ments and requirements attached 
to the contract in March.

They are given a deadline of 45 
days to study the bid requirements, 
but sometimes companies request 
a longer duration to prepare more 
studies and inquiries.

Hanoura pointed out that the 
timeline between the date that the 
project is tendered and the date on 
which bids are submitted ranges 
between five and seven months, in-
cluding a six month period in which 
companies prepare bids.

In an attempt to refute criti-
cisms that purportthat the unit has 
been slow in carrying out its work, 
Hanoura pulled out ten volumes 
of the contract concluded by the 
Ministry of Higher Education and 
the University of Alexandria with 
a consortium of companies to fi-
nance implementation, operation, 
and maintenance of the Al-Mou-
wasat University Hospital and the 
Smouha Maternity Hospital and 
Blood Bank.

He added: “Companies submit 
their bids in boxes carried by pick-
up trucks, and we must read and 
examine all documents. The com-
panies need periods of time to pre-
pare bids and price services.”

“If the unit or body offering the 
tender wants to delay awarding 
the bid, this decision must be well 
thought-out. In one of the tenders, 
the tender period was shortened 
to three months and the qualified 
companies requested more time 
to prepare the bids. However, the 
party offering the tender refused, 
which led to the companies with-
drawing due to an insufficient dura-
tion of study,” he said.

He explained that contracts for 
projects in which the private sec-
tor participates are different than 
equipment supply, construction, 
or service provision contracts, be-
cause the partnership contains all 
previous contracts, excluding the 
financial, design, and administrative 
aspects and maintenance plan. The 
contract period often lasts 20 years 
or more.

He added: “Each portion of the 
project will be priced separately, 
which will require an audit in or-
der for the price of the service to 
be determined. This will entail that 
either the competitor wins the bid 
and incurs large costs that will im-
pact them throughout the period of 
the contract, or they refuse the of-
fer. In the second case, the company 
is surrounded by potential risks and 
conducts extra studies, and for this 
reason the period between offering 
the project and awarding the proj-
ect is quite long.”

He said that the High Commit-
tee for Participation agreed to offer 
three projects and conduct studies. 
These include a river bus project, a 
technological zone in Maadi, and a 
real estate automation project with a 
total investment cost of EGP 1.86bn.

“We are looking to launch major 
projects with private sector partici-
pation in the coming period,” Ha-
noura said.

The government is hoping to as-
sign development for service proj-
ects to private investors in order 
to ease the burden on the public 
budget, which currently suffers 

from a chronic shortfall that has 
been estimated at EGP 240bn for 
FY 2014/2015, equivalent to 10% 
of GDP.

He said that the river bus project 
will cost between EGP 500m-600m 
and aims to increase the river trans-
port fleet as well as the number of 
workers and passengers by offering 
50, 100, and 200-passenger buses. 
The new buses willhelp reduce 
waiting periods to 10 minutes at 
most, while also serving to increase 
speed from 12 to 25km per hour.

The project includes funding for 
design, development, operation, and 
maintenance of 16 existing marinas 
and the addition of approximately 
12 new ones.

Hanoura said that the PPP Cen-
tral Unitopened the bidding process 
in order to select a consultant for 
the river bus project, and 13 con-
sultants of various nationalities ap-
plied. The winning consultant will be 
chosen within the month through 
an agreement with the European 
Bank for Reconstruction and De-
velopment to finance studies for 
the project,which will come into 
fruition after the tender is offered.

The second project that the 
Supreme Committee of the PPP 
Central Unit agreed upon involves 
automating real estate in order to 
jumpstart complete documenta-
tion services across the country 
in 270 new offices. The process 
will take placeby engineering the 
development of documentation 
offices and existing main offices in 
all parts of Egypt, as well as renew-
ing the connections between them. 
The project also provides for exist-
ing applications to be developed in 
order to host cloud computing and 
for some services to be provided 
to citizens through mobile phones, 
email, and hot lines.

Hanoura said that the project 
will require investments worth EGP 
560m, and the PPP Central Unitis 
currently conducting negotiations 
with two bodies to fund feasibil-
ity studies for the project. Tender 

procedures are set to begin next 
month.

Approval has been granted to of-
fer the first phase of a technological 
zone project in Maadi for bidding at 
a cost of EGP 700m.

This project includes the con-
struction of several buildings in the 
technological investment area in 
order to export communications 
services to meet growing local and 
global needs for communications 
and information technology ser-
vices and communications centers. 
A growing need also exists to ab-
sorb expansions, develop services 
locally, and export them globally. 
The project will provide approxi-
mately 40,000 direct employment 
opportunities.

Hanoura said that projects in-
volving private sector cooperation 
have succeeded in Egypt and form 
a point of interest in some Arab 
and African countries, who have 
borrowed a law regulating partner-
ships between the government and 
the private sector or large portions 
therein.

He also pointed out that the Eu-
ropean Bank for Reconstruction and 
Development requested to acqui-
esce a share of Orascom/Aqualia, 
which conducted a project involving 
a wastewater treatment plant in New 
Cairo through an alliance between 
the two companies. The companies 
were awarded the project at the end 
of June 2009, and the value of the con-
tract was EGP 2.646bn.

The goal of the project was to de-
sign, build, fund, operate, and man-
age a wastewater treatment plant 
with a capacity of 250,000 cubic 
meters daily to treat wastewater 
in New Cairo, Madinaty, and Mo-
staqbal. The duration of this project 
has been set at 18 years.

Hanoura said that an internation-
al financing organisation like the 
European Bank for Reconstruction 
and Development has requested 
to invest in a project with private 
sector participation. This is an indi-
cation of the success of these proj-

ects, he noted.
He added that the PPP Central 

Unit approved a request submit-
ted by the bank and the company is 
still awaiting permission from the 
Urban Communities Authority, the 
body that offered the project for 
a tender.

Hanoura stated that a lack of 
studies represents the biggest chal-
lenge facing the projects involved, 
because the parties offering the 
tender often present the project 
as an idea only. After this, study 
is required of authorisations to 
implement the project through a 
partnership.

He added, “Sometimes, we bring 
together information on the proj-
ects from the street. This is a dif-
ficult matter; for example, stud-
ies for the river bus project were 
supposed to have been completed 
within 12 weeks. The studies took 
10 months to finalise due to a lack 
of information available from the 
party offering the tender, which re-
quired that consultant contracts be 
amended so that they would also be 
assigned data collection.”

Hanoura noted that Prime Minis-
ter Ibrahim Mehleb decided to es-
tablish a sub-unit for private sector 
partnerships in all ministries and 

authorities that 
can offer projects 
for a tender in 
partnership with 
the private sector. 
The Central Unit 
will be charged 

with training employees of the sub-
units in other ministries.

He added that each sub-unit 
would include technical, legal, and fi-
nancial personnel, and PPP Central 
Unit officials would train employees 
of these units on participation proj-
ect studies.

He pointed out that a commit-
tee is being formed in the Cairo 
governorate to facilitate follow-up 
on implementation of the river bus 
project, along with with other com-
mittees at the ministries of Com-
munications and Education.

Hanoura also said that high inter-
est and inflation rates and currency 
fluctuations do not represent the 
biggest fears for companies apply-
ing to compete for partnership 
projects, since they study these 
indicators and take them into ac-
count during the bidding process.

“The companies are looking for 
political and economic stability to 
ensure that the projects will suc-
ceed. It is wrong to hold a tender 
and oblige companies to bid in un-
stable circumstances because the 
body offering the tender in this case 
will see two outcomes: either the 
companies will be reluctant to com-
pete, or they will give high prices for 
financial offers.”

Hanoura pointed out that a ma-
jor project was offered for bidding 
previously by the Ministry of Water 
Resources and Irrigation to con-
nect the waters of the Nile with 
250,000 feddan (1 feddan = 4,200 
metres) on the Cairo-Alexandria 
Desert Road. The goal was to re-
claim the space after sanitising wa-
ter wells in the area. The area itself 
is characterised by quality agricul-
tural products, a large proportion 
of which are exported.

He said that a major project was 
scheduled to be offered for a ten-
der in 2011 before the 25 January 
Revolution. Following the revolu-
tion, the water ministry conducted 
tender procedures. The Central 
Unit felt that the project should 
be postponed, but water officials 

refused to delay the tender until 
after May 2011, the deadline for 
companies to submit bids, because 
the World Bank was charged with 
financing the studies and the fi-
nancing contract would expire in 
July 2011.

Hanoura added: “The result was 
that two out of four companies 
withdrew, and the day on which 
bids were supposed to be offered, 
a third company withdrew. Those 
that remained submitted tender 
prices at more than three times 
more than what was previously 
estimated.”

Hanoura said that England is 
most successful in public-private 
partnerships and currently boasts 
1200 such projects, of which 750 
have been fully implemented while 
the rest remain in various stages of 
construction or tendering.

He pointed out that these proj-
ects were carried out over nearly 
35 years. During the first 10 years, 
four projects were implemented, 
and that number grew to 20 over 
the subsequent 5 years. Over the 
last 20 years, 700 public-private 
partnership projects have been 
implemented.

He stated that the sectors that 
find it most difficult to work un-
der this model on a global level are 
education and health, as these fields 
require three years from the begin-
ning of the tender through financial 
closure. England implements these 
projects over 12-15 months, of 
which 3 months are allocated to 
studies and the rest to the tender 
and award.

He continued: “If projects are 
underway in England that are simi-
lar to those in Egypt, and sectors 
with solid expertise are in exis-
tence like health, schools, and hos-
pitals, they will require between 
8-9 months from the start of the 
tender through the award. These 
are good rates, taking into account 
government bidding contracts that 
are have been worked on for a 
number of years.”

He said that contracts for pri-
vate sector participation projects 
in Egypt have set mechanisms to 
solve potential disputes. Partner-
ship laws stipulates that it is permis-
sible to use arbitration mechanisms 
to resolve disputes that arise from 
contracts after the Supreme Com-
mittee approves the measure. The 
Supreme Committee monitors the 
program, and all projects that are 
negotiated include a dispute reso-
lution mechanism through arbitra-
tion. The High Council has the right 
to refuse or accept arbitration.

“The arbitration system stipu-
lates that the headquarters for 
arbitration is located in the Cairo 
Regional Centre for Commercial 
Arbitration, and that Egyptian law is 
the main source for arbitration for 
projects implemented in Egypt.”

He said that the presence of 
arbitration headquarters in Cairo 
does not mean that it is local arbi-
tration, taking into account the fact 
that this is an international body 
and that its domestic location does 
not necessarily make it ‘local.’

He stated that if a dispute arrives 
at arbitration, the UNCITRAL rules 
adopted by the United Nations will 
be followed, under which the UN 
prepared international trade law.

In conclusion, Hanoura said that 
arbitration is the final stage of solv-
ing a dispute, and in each stage of 
adjudication, the company may not 
abandon its contractual obliga-
tions. The same stipulation applies 
to the government as well.
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