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Objective of the Report:

The Central Bank of Egypt (CBE) aims at achieving the soundness of the monetary and banking system and the stability of
prices within the framework of the country’s economic policy. To this end, the CBE exercises all necessary functions to
achieve its objectives, which include setting and implementing of monetary policy, foreign exchange rate policy, and macroprudential policy in the banking system, in addition to managing banking crises, settling the conditions of distressed banks,
and realizing the soundness of payment systems and services, in accordance with Law No. 194 of 2020 of the Central Bank
and the Banking Sector. Since the Egyptian financial system — represented by financial institutions and markets and their
infrastructure — is centred around the banking sector, the CBE plays a major role in maintaining financial stability — being
the authority responsible for the soundness, regulation, and supervision of the banking sector — in cooperation with the
Financial Regulatory Authority (FRA), which supervises the non-banking financial sector.
The Financial Stability Report aims to assess the stability of the financial system, which is represented by its continued
facilitation of the distribution of economic resources efficiently through the provision of financial intermediation services, even
with the exposure to external or internal shocks, that may result in the accumulation of systemic risks, which will in turn cause
disruption to the role of the financial system, or loss of confidence in the system and its soundness, thus leading to negative
repercussions on the real economy. The Financial Stability Report acts as a channel for communication with the different
entities and the public, illustrating the role played by both the CBE and the FRA in addressing potential risks to the financial
system, as well as their efforts to develop the financial infrastructure and to lay the foundations for financial stability and
economic growth in a transparent framework.
The Report is composed of three chapters, where the first chapter provides an analysis of key domestic and global macrofinancial developments, with the aim of identifying systemic risks that may affect financial stability, such as the risks related to
foreign capital outflows, the default of retail and corporate borrowers, and the exposure of the banking sector to fiscal
imbalances, in addition to an evaluation of the developments in the Financial Stability Index. The second chapter presents the
main developments in the financial system and an evaluation of its performance, as it includes an analysis of the
developments of the financial position and profitability of the banking sector, an assessment of banking sector’s risks and their
management, and an evaluation of the performance of the six largest banks. It also includes an evaluation of the performance
of non-banking financial sector (NBFS) activities and the money market and their effect on financial stability, in addition to
conducting stress tests on the banking and non-banking sectors to assess their ability to absorb losses that may result from
extended repercussions from the pandemic. The third and final chapter deals with the financial inclusion initiatives, the
infrastructure of the financial system, and the payment and settlement systems.
The analysis of the domestic macro-financial developments tackles data for fiscal year 2020/2021, while the analysis of the
key developments in the financial system and the evaluation of its performance tackles data for fiscal year 2019/2020, and
extends up to June 2021 whenever available.
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ABE

Agricultural Bank of Egypt

CAPMAS

Central Agency for Public Mobilization And Statistics

CAR

Capital Adequacy Ratio

CBE

Central Bank of Egypt

CDS

Credit Default Swap

CGC

Credit Guarantee Company

CPI

Consumer Price Index

D-SIBs

Domestic Systemically Important Banks

FRA

Financial Regulatory Authority

FY

Fiscal Year

GDP

Gross Domestic Product

LCR

Local Currency Ratio

MSMEs

Micro, Small and Medium-Sized Enterprises

NBFS

Non-Banking Financial Sector

NBFIs

Non-banking Financing Institutions

NPLs

Non-Performing Loans

NSFR

Net Stable Funding Ratio

OPEC

Organization of the Petroleum Exporting Countries

SMEs

Small and Medium-Sized Enterprises

T-bills

Treasury Bills

WFP

World Food Program
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Executive Summary:
The Egyptian financial system succeeded in containing the
repercussions of the COVID-19 pandemic without jeopardizing its
main role in financial intermediation. Coincidentally, the Egyptian
economy continued to realize positive economic growth rates owing
to its flexibility and diversity, augmented by taking the necessary
prudential measures and adopting preemptive and effective
economic policies, which were supported by the prior gains of the
economic reform program. This contributed to the continued stability
of the economic and financial indicators and the mitigation of the
economic and social impacts of the pandemic on the different
sectors, which was reflected in stable credit ratings, maintained
confidence of foreign investors in the performance of the Egyptian
economy, as well as a positive and optimistic outlook for the coming
years.

External
Sector
&
Global
Developments

The ability of the Egyptian economy and the
banking sector to contain the repercussions of the
pandemic on foreign currency earnings, which led
to preserving exchange rate stability, keeping
market risks for the banking sector at a low level,
and preventing the accumulation of systemic risks
related to fluctuations of foreign capital, therefore
strengthening financial stability without resorting to
the activation of any of the macro-prudential policy
tools.

The success of the Central Bank in supporting the
credit environment – with the help of a package of
Credit
Environment macroeconomic and macroprudential policies – while
avoiding excessive risk taking, and therefore the buildup of systemic risks related to the default of borrowers.
The Egyptian economy continued to realize positive growth
rates as a result of its diversified structure and the support of
sound macroeconomic and macroprudential policies and the
Central Bank’s initiatives to mitigate the repercussions of the
pandemic for all business sectors, especially the severely
affected ones, such that many sectors continued to realize
positive growth rates while the most affected sectors such as
tourism and manufacturing recorded a recovery one year after
the outbreak of the pandemic.
The success of the adopted macroeconomic policies supported
the purchasing power of the household sector through the
decline in inflation and unemployment rates along with
exchange rate stability. Also, the household sector’s capacity to
obtain more credit was enhanced by maintaining the debt
service to income ratio for retail loans at its pre-pandemic level,
along with easing monetary policy, in addition to the mortgage
finance initiatives of the Central Bank for the low- and middleincome segments.

The global economy contracted during 2020, in coincidence
with the contraction in the volume of global trade and the drop
in oil prices. Also, the highly uncertain investment climate led
to a decline in net foreign capital inflows to emerging markets.
It is expected, however, that the global economy will rebound
and foreign capital will flow back into emerging markets in
2021, but with varying rates across the different groups of
countries.

The improvement in the economic and financial conditions
surrounding the business and household sectors was reflected
on private credit growth, which took an upward trend during the
period from March to September 2020 - driven by the increase in
credit to the private business and household sectors - then took
a slight downturn from December 2020 to record 20.8% in June
2021. In parallel, the real GDP growth rate continued to recover,
reaching 7.7% in the fourth quarter of FY 2020/2021.

The Egyptian economy managed to contain the sudden
outflow of foreign portfolio investments in 2020, due to its
fundamentals and the diversity of its relatively stable foreign
currency earnings including non-oil exports, Suez Canal and
remittances from workers abroad. And despite the decline in
capital inflows to most of the emerging economies in Africa
and the Middle East, Egypt has been among the economies
that recorded positive net inflows in portfolio investments in
2020. Furthermore, Egypt’s sources of foreign currency
continued to be resilient throughout the first half of 2021, with
improvement in some of them.

The gap of private credit to nominal GDP ratio increased as a
result of the upward trend for private credit growth since March
2020, and the downward trend for nominal GDP growth rate due to the slowdown in real GDP growth and decline in inflation.
This coincided with the improvement in the quality of the
banking sector’s assets.

The net international reserves played a major role in
counteracting the initial repercussions of the pandemic, as
they decreased from USD 45.5 billion in February 2020 to
USD 38.2 billion in June 2020, then rose again to USD 40.6
billion in June 2021. Thus, the net international reserves
remain adequate relative to the short-term foreign-currency
obligations.
The banking sector’s high ratios of liquidity in local currency
and surpluses in net foreign assets helped contain the
sudden outflow of portfolio investments from the domestic
treasury bills (T-bills) market during the first half of 2020.
However, the second half of the year witnessed the return of
foreign investors, which continued through the first half of
2021, raising their share in the outstanding balance of local
currency T-bills in June to a level that exceeds the prepandemic level. This contributed to raising the banking
sector’s liquidity ratio in foreign currency.
The Egyptian government continued to access the
international capital markets, as it issued euro bonds worth
USD 3.8 billion in February 2021, for which subscription
exceeded four times the offering. This is in addition to the
USD 5 billion issuance in May 2020 right after the outbreak of
the pandemic.
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Fiscal
Performance

Continued fiscal efforts to control public finances,
with recording of good performance indicators, and
diversification of funding sources across domestic
and external markets, which limits the exposure of
the banking sector to fiscal imbalances. Therefore,
the probability of the build-up of systemic risks
related to fiscal imbalances remains subdued.

The government continued to realize good fiscal performance
indicators during FY 2020/2021 compared to the weakening
fiscal performance in most economies. Moreover, it is
expected that the fiscal performance indicators will continue to
improve in the coming two fiscal years.
The increase in general government debt as a ratio to GDP in
fiscal years 2019/2020 and 2020/2021 - as a repercussion of
the pandemic - is considered to be less severe than other
emerging economies and advanced countries in 2020. Egypt
is also considered one of the countries that witnessed a return
of foreign portfolio investments in debt instruments, without
experiencing a sharp increase in the rate of return, compared
to other emerging markets.
The fiscal policy continued to follow its medium-term debt
strategy which depends on extending maturities and
diversifying sources of funding across domestic and external
markets, which led to a decrease in the banking sector's
investments in sovereign debt instruments as a share of its
assets.
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Financial
Stability
Index

The financial stability index witnessed a slight increase,
recording 0.51 in June 2021, compared to 0.49 in June
2020, as a reflection of the macroeconomic and
macroprudential policies and stimulus packages adopted
to address the repercussions of the pandemic on the
domestic and global economies and financial markets.

The increase in the financial stability index came as a result of
the improvement in the macroeconomy, the financial markets,
and the global economy climate sub-indices. On the other
hand, the banking sector performance sub-index declined,
while its indicators continued to sufficiently exceed the
regulatory and indicative ratios.

Banking
Sector

The Banking Sector managed to sustain a high level of
financial stability despite the repercussions of COVID-19
pandemic. This is attributed to identifying risks
accurately, setting sound strategies to manage them, in
addition to implementing regulations more conservatively
than the international requirements issued by Basel
committee. Meanwhile, the CBE has taken a package of
prudential measures and launched several initiatives and
organizing instructions that were tailored to economic
activities, aiming to accelerate recovery from the
pandemic’s negative ramifications.

The CBE assigns special consideration to SMEs, given their
prime role in stimulating economic growth. Accordingly, the
CBE has commanded the implementation of several
measures, most important of which is financing the increase in
the SMEs’ working capital to face the increase in international
prices and therefore sustain production levels. Also, the CBE
increased the quota allocated to SMEs from 20% to 25% of
each bank’s net loans and credit facilities portfolio (direct and
indirect) according to the bank’s financial position on the 31st
of December 2020, with the allocation of 10% — as a
minimum — to small enterprises by the end of 2022.

Towards integrating small enterprises into the banking sector
to enhance financial inclusion, the CBE allowed small and
micro enterprises with annual sales turnover up to EGP 20
million to obtain finance without presenting financial
statements. Instead of the traditional methods, banks can use
alternative data analysis to assess creditworthiness, such as
digital scoring models that depend on the clients’ behavioral,
social, financial and non-financial data. This aims to provide
easy and quick assessment methods that support credit
provision decisions. To create alternative solutions to finance,
the CBE issued instructions to incentivize banks’ contribution
to the capital of investment funds that target investing in SMEs
including startups. Thereby, SMEs have access to a
comprehensive package of subsidized funding.
In fulfillment of its role to ensure business continuity without
posing stress to liquidity, the CBE issued instructions for
banks – after the end of the installments’ deferral period – to
handle clients according to future streams of cashflow given
their ability to repay, and restructure debt - if needed - to
ensure the stability of the production process.
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With regards to monitoring the financing needs of economic
sectors and ensuring their uninterrupted fulfilment, the CBE
amended some regulations regarding the financing of real
estate developers that construct residential units for selling
purposes, allowing banks to finance land installments for real
estate developers with outstanding credit facilities. The new
amendment requires the financed land to be owned by one of
the governmental entities or bodies. In addition, the developer
should submit a detailed timeline for the completion of the
project’s phases of construction, while banks monitor the
actual progress relative to the proposed timeline through a
technical consultant, to ensure the developer’s commitment to
complete the project. Moreover, banks should ensure that the
funding is not used for purposes of real estate speculation or
hoarding.
The CBE launched an initiative that targets the conversion
and replacement of vehicles by dual-fuel vehicles, which will
facilitate finance for purchase of new vehicles and expand the
automotive industry and its feeding industries, with the
ultimate aim of upgrading standards of living and means of
transportation. Furthermore, this conversion encourages the
usage of natural gas which decreases fuel costs by around
50%. The CBE allocated an amount of EGP 15 billion to the
initiative to be disbursed through banks with an interest rate of
3% (flat), tenors between seven and ten years and equal
monthly instalments. In addition, the CBE pledged an amount
of EGP 15 billion - in tranches - for the Credit Guarantee
Company (CGC) to cover 80% of risks arising from financing
individuals benefiting from the initiative, whereas banks bear
the remaining share.
In response to the extended repercussions of the pandemic
on some economic sectors, the CBE extended the initiative
for non-performing companies for an extra six month-period ending on 30th of June 2021 – for companies with outstanding
doubtful and bad debts (credit scoring 9, 10), of less than
EGP 10 million (excluding the marginalized interest), whether
legal procedures are taken against them or not. The extension
applies as well to the initiative of companies operating in the
tourism sector, with outstanding debts of more than EGP 10
million, that are non-performing per one bank, whether legal
procedures are taken against them or not. According to the
initiative, companies benefit from the removal from the nonperforming loans list, the waiving of all current and exchanged
legal cases and releasing of all guarantees that were held to
secure the debt.

As part of the efforts towards stimulating economic activity
especially the tourism sector, the CBE amended the initiative
for financing the replacement and renovation of hotels, floating
hotels and touristic transport fleets by increasing the allocated
amount to EGP 50 billion (from EGP 5 billion) to be disbursed
through banks at an interest rate of 8% for a maximum tenor of
15 years, such that the bank finances a maximum of 90% of
the total replacement cost. A tranche of EGP 3 billion of the
initiative’s amount was allocated to the CGC - with full
guarantee from the Ministry of Finance - to cover 100% of
granted loans by banks within this tranche, such that banks
finance payroll and wages of tourism sector’s workers, as well
as basic maintenance and operating expenses, with a 5%
interest rate. The initiative was extended until the end of
December 2021, or when the company consumes its maximum
allowed amount (EGP 30 million for single client and EGP 40
million for a client and its related parties) or when the total
amount of the initiative is disbursed, whichever occurs sooner.
Also, the grace period was extended up to June 2022 with
repayment starting in July 2022 and spanning over two years.
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The CBE pledged an amount of EGP 2 billion– in addition to
the allocated EGP 3 billion with full guarantee by the Ministry
of Finance – for the CGC to cover up to 70% of the risks
associated with financing tourism companies under the CBE
initiative for hotels renovation - which amounts to EGP 50
billion - provided that the maximum limit for the guaranteed
facility should not exceed EGP 400 million for either the
single client or the client with related parties.
Moreover, the CBE extended the initiative that supports the
tourism sector as well as the initiative that grants retail loans
to individuals working in the tourism sector for an extra year
to end by December 2022, provided that any requests –
during this period – for deferring companies’ dues to banks
shall be approved, for up to three years as per the credit
analysis. Also, banks were granted the option to postpone
the due date for installments on retail loans (for consumer
purposes) and mortgage loans (for personal housing) for
workers in the tourism sector for extra six months, for
performing clients only, based on the position on the 30th of
September 2021, without calculating late penalty fees for this
period.
With the aim of developing the real estate sector, and
providing suitable housing to income-constrained segments,
the CBE issued an initiative of EGP 100 billion targeting
clients from low- and middle-income segments, at an interest
rate of 3% and a maximum tenor of 30 years, provided that
the price of the residential unit does not exceed EGP 1.4
million. Also, the CBE amended the mortgage finance
initiative for the middle-income segment – with an amount of
EGP 50 billion with interest rate 8% – by increasing the
maximum value of the financed unit to EGP 2.5 million
instead of EGP 2.25 million and increasing the maximum
tenor to 25 years instead of 20 years. In addition, other types
of collateral were included in the initiative.
The CBE allocated a tranche of EGP 1.2 billion - to support
the ceramic and porcelain industries - from the total allocated
amount to the private sector (industrial, agricultural, and
construction) initiative of EGP 100 billion with an interest rate
of 8%. The tranche will finance companies operating in
ceramic and porcelain industries that wish to re-schedule their
outstanding natural gas bills, which represent 25% of natural
gas companies’ due receivables.
As part of the efforts to expand the use of natural gas as an
alternative fuel to diesel, the CBE has allowed local bakeries
that intend to shift to the usage of natural gas to benefit from
the CBE’s initiative to finance small enterprises - launched in
January 2016 with a 5% interest rate (simple and
decreasing) – without abiding by a minimum level of annual
sales turnover, which enhances the activity and boosts its
efficiency.

The banking sector’s assets represent 106.2% of nominal
GDP, and 89.8% of the total financial system’s assets at
the end of FY 2019/2020. The key elements of the financial
position of the banking sector have developed witnessing
favorable financial soundness indicators up to June 2021,
with continued efforts to target new segments of individuals
and companies, and the utilization of financial technology
to provide better service. Consequently, the confidence in
the banking sector of both individuals and business sectors
has been elevated.
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Total assets of the banking sector reached EGP 6.2 trillion
at the end of FY 2019/2020, increasing by 17.1%. The
assets continued to grow reaching EGP 7.9 trillion in June
2021. Financial investments, treasury bills, cash and
balances with banks represented 62.5% of total assets,
while loans portfolio represented 34.2%. Meanwhile, the
quality of assets improved as indicated by the decrease in
the ratio of Non-Performing Loans (NPLs) to total loans to
4% in FY 2019/2020 compared to 4.2% in previous FY. It
decreased further to 3.5% in June 2021. In addition, a high
coverage of provisions to NPLs ratio was maintained,
recording 94%.
Total deposits continued to grow in FY 2019/2020, recording
a growth rate of 19.5% compared to 9.1% in previous FY,
increasing their share of total liabilities and owner’s equity to
78.7% compared to 77.1%. Deposits continued to grow
recording an annual growth rate of 22.3% in June 2021, which
indicates resilient confidence of individuals and the different
sectors in the banking sector despite COVID-19
repercussions. The banking sector relies on deposits as a
major source of funding, such that the household deposits in
local and foreign currencies represent almost 68% of total
deposits, which provides highly stable sources of funding for
the banking sector.
Net profits decreased by 21% in FY 2019/2020 with return on
average assets (ROA) recording 1.2% compared to 1.8% in
previous FY. Also, the return on average equity (ROE)
declined to 14.9% from 23.4%. Moreover, net interest margin
(NIM) recorded 3.7% compared to 4.1%.
The Banking sector managed to sustain a high level of
solvency as the capital adequacy ratio (CAR) increased to
20.1% in FY 2019/2020 from 17.7% in previous FY exceeding the CBE’s minimum CAR of 12.5%. Moreover,
most of the capital base is concentrated in common equity
tier 1 capital (CET1), which reflects banks’ ability to
strengthen their capital bases independently through
maximizing profitability and practicing sound risk
management.
The banking sector maintained high liquidity levels in local
and foreign currencies recording (average) liquidity ratios of
53.8% and 71.5% in local and foreign currencies
respectively, during FY 2019/2020. The ratios sustained
high levels in June 2021 recording 45.5% and 73.2%,
respectively. The loans to deposits ratio recorded 46.4% in
FY 2019/2020 and rose to 50.8% in June 2021. Moreover,
the sector features high liquidity coverage ratios, reaching
1017.4% in local currency and around 169.6% in foreign
currency in FY 2019/2020. The net stable funding ratio
registered 260.6% in local currency and 165.9% in foreign
currency.
Net foreign assets of the banking sector increased to EGP
271 billion in December 2020 compared to EGP 122 billion
in June 2020, then increased to EGP 252 billion in June
2021. This is attributed to the continued foreign currency
flows – including petroleum exports, Suez Canal receipts,
remittances of workers abroad and foreign direct
investments, in addition to the return of foreign portfolio
investments in debt instruments – which contributed to
stabilizing the exchange rate. Moreover, the monetary policy
has adopted an expansionary trend – in line with improving
economic conditions and decreasing inflation which
continued amid the pandemic outbreak – until November
2020 when interest rates were fixed – to mitigate the
repercussions of the pandemic on household and business
sectors, reducing the probability of market risk build-up for
the banking sector.
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Banks continued to develop the methods of operational risk
management and improve its efficiency, especially in light of
the pandemic’s repercussions, through the regular testing
and updating of business continuity plans (BCPs), providing
disaster recovery (DR) sites, and ensuring the availability of
backups for data, information and operational transactions,
as well as availing alternative digital channels such as
internet banking, and securing remote working procedures,
in addition to ensuring business continuity with the
availability of banks’ call center service round the clock.
Moreover, the risk and control self assessments, along with
the main operational risk indicators have been monitored by
banks’ risk committees and board of directors.
Domestic Systemically important Banks (D-SIBs) represent
70.5% of the overall financial position of the banking sector
in FY 2019/2020. They also represent almost 69.8% of the
sector’s total deposits. D-SIBs exhibit good financial
soundness indicators along with holding additional capital
buffers.
The quantitative analysis shows an improvement in the
banking sector’s risk indicators. Such improvement was
manifested in the decrease in the ratio of non-performing
loans to total loans, the continued recording of high provision
coverage ratio for non-performing loans, the high rates of
solvency - exceeding the regulatory limits - due to the
continuous strengthening of capital bases, in addition to high
liquidity ratios in local and foreign currencies, and low
operational and market risks. This was the result of a
continuously developing management for all types of risk, in
accordance with international best practices, and regulations
that are consistent with Basel Accords. These practices
involved the acquisition of advanced systems for risk
measurement and assessment, the regular updating of
internal procedures and policies and business continuity
plans, developing risk strategies and early warning
indicators, applying stress tests and good governance
systems, along with training human calibers and spreading
a risk management culture. All of which enable banks to
absorb unexpected losses – in case they materialize –
without compromising their ability to sustain the different
activities.

Nonbanking
Financial
Sector

The Financial Regulatory Authority (FRA)
managed to address the negative ramifications of
the pandemic by taking prudential measures and
undertaking technological advancements to the
financial services infrastructure, which helps face
potential risks to the different activities of the
Non-Banking Financial Sector (NBFS). This has
been illustrated in the increase in the total assets
of the sector to EGP 709.3 billion at the end of
FY 2019/2020 - recording a growth rate of 13.6%
- which represent 10.2% of the financial system's
total assets and 12.1% of nominal GDP.

The postal and insurance sectors account for 56.3% of
NBFS’s total assets, followed by public and private
insurance funds with 14.6%, and mutual funds with 10.2%.
The NBFS assets’ growth in FY 2019/2020 was driven by
the increase in assets of the postal sector, private
insurance funds, financial leasing companies, and
insurance companies, as they contributed 32.3%, 15.6%,
13.1%, and 12.4%, respectively, of the assets’ growth of
the sector.
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Insurance
Sector

The sector continued to show good performance
in FY 2019/2020, whereas potential for further
growth still exists, especially with the development
of economic activity, while exposed to challenges
such as COVID-19 pandemic, which highlights the
importance
of
insurance
products
and
necessitates the availability of financial security
against various risks.

Total assets of insurance companies increased to EGP
128.6 billion in FY 2019/2020 – with a growth rate of 9% –
of which 83.3% are investments.
Total insurance premiums increased by 14.3% in FY
2019/2020, while total paid claims increased by 3.6%. As
for the first half of 2021, the collected premiums recorded
EGP 24.5 billion, whereas paid claims reached EGP 11.2
billion.
Insurance companies' surplus increased by 25.4% in FY
2019/2020, while net profit increased by 17.3%. Moreover,
profitability indicators of non-life insurance sector improved.
Private and public insurance funds’ assets recorded
positive growth rates in 2020, as assets of private insurance
funds increased by 15%, reaching EGP 102.3 billion at the
end of 2020, while assets of public funds increased by
10.4%, reaching EGP 1.1 billion.

Postal
Sector

Postal sector’s assets increased by 11.3%,
reaching EGP 270.9 billion at the end of FY
2019/2020. Moreover, the FRA managed to
develop and automate the postal services, and
implement digital transformation to achieve
financial inclusion.

Savings held by the postal sector reached EGP 456.5 billion
in FY 2019/2020, of which saving fund deposits constitute
70%. Customers’ balances in the postal sector increased by
9.5%, while current accounts increased by 3.5%. Also, the
disbursed pensions increased by 7.5% in FY 2019/2020,
reaching EGP 84.2 billion.
All other NBFS activities witnessed development in their
key financial indicators.
Net assets of mutual funds - including private funds and
foreign currency funds - reached EGP 72.4 billion at the
end of 2020, with a 13.5% growth rate. Funds that were
founded by banks rank first, representing 79%.
Assets of NBFIs - including mortgage finance,
microfinance, financial leasing, factoring, and securitization
- reached EGP 120.1 billion in 2020, with a growth rate of
22.8%.
Assets of foreign exchange companies increased by 6.5% in
2020. However, their profitability indicators deteriorated due
to the decline in net profits by 38.8%.
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Capital
Market

The Egyptian Exchange experienced a varied
performance in 2020 compared to 2019, affected
by the ramifications of COVID-19 as the value of
primary market-issued securities, the main index
“EGX30” and market capitalization decreased.
On the contrary, EGX100 EWI and EGX70 EWI
increased driven by the increases in SMEs
stocks, and liquidity improved as the trading
value increased.

The primary market-issued securities decreased by 14.5% in
2020, to EGP 187.3 billion. Likewise, the EGP-denominated
main EGX30 index fell by 22.3%. The index further declined
in the first and second quarters of 2021, by 2.5% and 2.9%
respectively.
Total trading value increased by 68% in 2020, to EGP 689.6
billion, driven mainly by the increase in bonds’ trading value.
In the first half of 2021, trading grew by an annual rate of
20.9% recording EGP 463.3 billion.
Regarding sectoral indices, the highest growing sector in
2020 was the Paper & Packaging sector with a growth rate of
98.6%, followed by IT, Media & Communication Services
sector with a growth rate of 88%. On the other hand, the
most contracting sector was Health Care & Pharmaceuticals
sector which declined by 22.3%, followed by Food,
Beverages and Tobacco sector contracting by 17.8%.

Stress
Tests

Stress testing results have shown the resilience of
the financial system – including the banking and
non-banking sectors – as well its its ability to
withstand potential losses arising from the extended
negative consequences of COVID-19 virus and its
variants, in addition to climate change shocks.

Stress testing has been applied to the top 15 banks
representing about 84.7% of the total financial position of the
banking sector, to estimate the negative impact of the
successive waves of COVID-19 and climate changes during
2022, on banking solvency risks, including credit risk,
concentration risk, market risk, and operational risk, as well
as the liquidity of the sector. Stress testing was also applied
to a sample of non-bank corporates, institutions, and the
capital market, representing around 60% to 100% of the size
of each non-bank activity.
The results of all stress tests have displayed a low or
moderate level of solvency risk, as proven by the ability of the
capital base to absorb all losses emanating from the assumed
shocks, at the level of the two scenarios, whether the baseline
or the severe scenario; where both the capital adequacy ratio
(CAR) and the ratio of tier-one capital to risk weighted assets
recorded levels that exceed pronouncedly the CBE’s minimum
regulatory requirement, and that required by Basel committee.
Similarly, the sector is exposed to a low or moderate level of
liquidity risk, based on the stress tests on the liquidity
coverage ratio (LCR), the net stable funding ratio (NSFR), and
liquidity cash flows.
Moreover, the results of stress testing have proven the
robustness of the financial position of nonbank corporates
and institutions. In the meantime, they highlighted the
importance of some issues; as the necessity of developing
business continuity plans, the digitalization of nonbank
activities, the continuous follow-up of some companies, and
estimating their needs of capital injection.
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Financial
Inclusion

Financial inclusion is a priority for the Central Bank
of Egypt within the framework of achieving financial
stability and economic growth, which are central to
achieving the Sustainable Development Strategy
(SDS): Egypt’s Vision 2030, whereby the following
measures were implemented:

The Central Bank Law no.194 of 2020, defined financial
inclusion as: “Availing of various financial products for use by
all segments of the society through the formal channels, with
adequate quality and cost while protecting the rights of the
consumers of these services, which enables them to
manage their finances effectively.”
Within the framework of setting evidence-based targets and
vision for the Financial Inclusion Strategy, for which
measuring the financial inclusion on the supply and demand
sides was essential, the CBE has conducted a demand-side
survey on financial services for consumers and MSMEs in
collaboration with the Central Agency for Public Mobilization
and Statistics (CAPMAS). This is in addition to a gap analysis
of financial services on the supply-side. A Financial Inclusion
Strategy is under development - based on the results of the
survey - which concentrate on four pillars, and which are
capitalized on in a sustainable manner (Consumer
Empowerment, Ecosystem for MSMEs and startups,
Customer Centric Diversified Products and Services (Banking
and non-Banking), Digital Financial Services) in addition to
three enablers (Legal and Regulatory Frameworks, Financial
Technology and Digital Financial Infrastructure, Sustainable
Finance and Economic Stability) .
The undertaking of various projects that aim to reach the
unserved segments of society and provide them with financial
products and services that meet their needs. These projects
are a major cornerstone to the achievement of the Financial
Inclusion Strategy and improving the quality of life for
individuals, further enabling the economic empowerment
efforts conducted by the CBE. Moreover, the CBE plays a
significant role in the creation of a favorable environment for
MSMEs through the issuance of a number of initiatives to
provide the needed support.

Payment
Systems

Achieving and maintaining financial stability that is
based on the safety and efficiency of the different
payment systems is considered the main mission of
payment systems in Egypt, in addition to providing
suitable payment systems and services that fulfil
customers’ needs in light of the continuous and
successive technological advancements in the
banking sector, along with insuring the continuity of
those services in a way that satisfies all users,
aiming to ultimately support the Egyptian economy
and present the payment systems in Egypt as a role
model.

The CBE introduced a Real Time Gross Settlement
System (RTGS) towards developing the infrastructure for
digital payments. It launched the system to instantly settle
payments in USD in March 2021, then launched the
service to settle payments in Euro in June 2021.
The CBE and AMF launched “Buna” system for clearing
and settling inter-Arab payments between commercial and
central banks. The system was launched on trial mode in
February 2020. In addition, work is in progress to include
Arab Currencies as accepted settlement currencies on the
platform.

Central Bank of Egypt

Executive Summary:

The CBE issued the rules governing the Instant Payment
Network ‘IPN’ in October 2021, in support of digital banking
services infrastructure. The network is expected to launch
live transactions during the fourth quarter of 2021, allowing
for instant transfers between different accounts.
The CBE launched a multi-currency cheques clearing house
in June 2021 to complement the market infrastructure with
the required currency diversity, allowing for USD and Euro as
an initial stage. Also, the CBE started to establish a cheques
clearing house, based on images and electronic cheques,
that will operate starting from the second half of 2022.
As part of the efforts to set the organizational and legal
environment, the CBE issued some new rules regarding
payment systems and services including:
•
•
•
•

Issuance of third version of rules for mobile payment
services.
Issuance of rules for digital lending and saving through
mobile wallets.
Rules for Inter-operation of service providers.
Rules for Instant Payment Network ‘IPN’ Services.

The CBE issued the rules governing digital lending through
mobile wallets based on the analysis of alternative data and
the digital credit scoring of the electronic wallet clients,
enabling the client to obtain loans digitally and instantly 24/7
through his e-wallet by 2022. Also, an increase in the spread
and activation of QR codes has been realized as part of the
electronic payment initiative to facilitate purchases and
payments using e-wallets whether in actual stores or through
the internet. This aims at developing payment services using
mobile wallets as it is considered one of the most effective
payment systems and services in achieving financial inclusion
and financial stability. Actually, more than 300,000 electronic
points of sale and 400,000 QR codes have been generated in
different areas of Egypt by the end of this initiative.
The CBE has assigned importance to developing the
infrastructure of payment systems and services through
implementing a number of projects, on top of which, is the
launch of the National Payment Scheme “MEEZA” by the end
of year 2018, when the issued number of MEEZA cards
reached more than 20 millions. Furthermore, a target that
exceeds 25 million cards is sought to be achieved through
year 2022. Thereby, the number of issued cards will have
reached 52 million cards including various projects such as
“Farmer’s card”, “Solidarity and Dignity cards’ and “Special
Needs cards”.
The CBE launched a number of Payment Systems and
Services initiatives to support of Digital Financial Services
including:

•
•
•
•
•
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Electronic payments initiative.
ATM initiative.
E-commerce expansion initiative.
Digitizing government receipts initiative.
Replacement and renewal of pension cards with
"Meeza" cards and wallets.
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Section 1: Macro-financial Developments:
The Egyptian financial system succeeded in containing the
repercussions of COVID-19 pandemic without jeopardizing
its main role in financial intermediation. Coincidentally, the
Egyptian economy continued to realize positive economic
growth rates owing to its flexibility and diversity, augmented
by taking the necessary prudential measures and adopting
preemptive and effective economic policies, which were
supported by the prior gains of the economic reform
program. This contributed to sustain the stability of the
economic and financial indicators and the mitigation of the
economic and social impacts of the pandemic on the
different sectors, which was reflected in stable credit ratings,
maintained confidence of foreign investors in the
performance of the Egyptian economy, as well as a positive
and optimistic outlook for the coming years.

The banking sector continued to provide the necessary
financing for all economic activities, without compromising
the stability of its financial soundness indicators. This was
manifested in a high solvency ratio of 19% in June 2021
compared to the CBE’s regulatory limit of 12.5%. In
addition, the non-performing loans ratio continued to
decline, recording 3.5%, along with holding provisions that
cover 94% of non-performing loans. Moreover, the banking
sector enjoyed a high level of liquidity, both in local and
foreign currencies — that surpassed the indicative ratios for
the two currencies (20% and 25% respectively) — as well
as the stability of its profitability indicators. The stability of all
these indicators provides evidence for the ability of the
banking sector to face and absorb various shocks, and
contain their repercussions.

Macro-financial Indicators
Sector

Indicator

Real (%)

Economic Growth
rate
Inflation Rate

2016

2017 2018 2019
Fiscal Year

2020

2021

4.3

4.2

5.3

5.6

3.6

3.3

10.2

23.5

20.9

13.9

5.7

4.5

Ratio to Nominal GDP

Government
(%)

External

Also, the Egyptian economy recorded a growth rate of
3.3%1 in FY 2020/2021 compared to 3.6% in the previous
FY — to be one of the few economies that witnessed a
positive growth rate in 2020. The household sector was the
main contributor in driving economic growth during the
pandemic, supported by economic policies, which included
continued loose monetary conditions (until November 2020
when the interest rates were fixed), maintaining the debt
service to income ratio at 50% for retail loans, and
launching several initiatives to boost economic growth. In
addition to favorable policies, remittances of workers
abroad continued to increase, and inflation rate continued
to decline to record 4.5%2 during FY 2020/2021.

Primary Balance

-3.5

-1.8

0.1

2

1.8

1.5

Overall fiscal
Deficit

12.5

10.9

9.8

8.2

7.9

7.4

Domestic Public
Debt

96.7

91.1

83.3

80.5

81

84.9

Remittances of
Workers abroad
(USD billion)

17.1

21.8

26.4

25.2

27.8

31.4

Net International
Reserves
(USD billion)

17.5

31.3

44.3

44.5

38.2

40.6

Short-term
External Debt to
Net International
Reserves Ratio
(%)

40

39.2

27.8

24.9

28.5

33.8

Foreign Investors’
Share in
Outstanding
Stock of Treasury
Bills (%)

0.1

20.6

23.7

19.5

7.8

22.6

External Debt
Service to Current
Receipts Ratio
(%)

9.8

12.3

17.8

17

22.5

20.5

Capital Adequacy
Ratio

14

14.7

15.7

17.7

20.1

19

Average Liquidity
in Local Currency

55.4

47.1

40.3

44.4

53.8

45.5

Average Liquidity
in Foreign
Currency

60.2

66.4

67.7

67.7

71.5

73.2

Non-performing
Loans to Total
Loans Ratio

6

4.9

4.1

4.2

4.0

3.5

Loans Provisions
to Non-performing
Loans

99.1

98.3

98

97.6

95.2

94

Return on
Average Assets

2

1.5

1.4

1.8

1.2

1.2

Banking 3 (%)

The Egyptian economy also managed to meet its foreign
currency obligations due to an adequate stock of net
international reserves that recorded USD 40.6 billion in
June 2021 compared to USD 38.2 billion in June 2020
following the pandemic outbreak, which in turn contributed
to preserving the stability of the exchange rate. The fiscal
policy also managed to address the repercussions of the
pandemic by supporting the affected groups without
jeopardizing the achievement of its fiscal targets. These
targets included reducing the overall deficit and continuing
to achieve a surplus in the primary balance, which
sustained foreign investors’ confidence in the performance
of the Egyptian government and consequently ensured their
return to the domestic T-bills market, increasing their share
to reach its pre-pandemic level.
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1 At market prices.
2 Average annual Headline CPI inflation (urban) during the period.
.
3 Banking data for FY 2020/2021 indicates the position in June 2021, except for Return on Average
Assets where it indicates the position in FY 2019/2020.
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First: External Sector and Global Developments4:
The global economy contracted by 3.1% in 2020 after its expansion by 2.8% in 2019 in light of the pandemic’s repercussions. This was in
coincidence with the contraction in the volume of global trade by 8.2% and the drop in oil prices by 32.7%. The global economy is expected
to rebound in 2021 by a growth rate of 5.9%, with recovering global trade and oil prices to record growth rates of 9.7% and 59.1%5
respectively. However, it is more likely that there will be a significant disparity in recovery rates across the different groups of countries, with
greater losses incurred by low-income countries and emerging markets. This disparity will be proportional to the large variation in COVID-19
vaccination rates, the size of stimulus packages deployed by economic authorities to support economic activity, and the extent to which
economies depend on the sectors that were severely hit by the pandemic.

Real GDP Growth Rate (%)

5.0 4.8

2.5

5.4 4.6

3.8

2.3

3.6

5.7 3.7 1.7

Egypt
Emerging economies and developing countries
Advanced economies
World

2017

2…

6.4

1.5

5.2 5.9

-3.1

-2.1
-4.5

2018

2019

2020

2021

Growth Rates of Oil Prices and Global Trade Volume (%)
Global trade volume

Oil prices

59.1

29.4

23.3

9.7

3.9

5.6

0.9

-8.2

-10.2

-32.7
2017

2018

2019

2020

2021

As for international capital markets, the Federal Reserve (FED) has adopted an expansionary monetary policy during 2020 to mitigate the
impact of the pandemic, by cutting the policy rate to an average of 0.1%, compared to 1.6% in the previous year. However, the highly
uncertain investment climate led to a decline in net foreign capital flows to emerging markets6 to record USD 616 billion in 2020 compared
to USD 822 billion in 2019. It is expected7 that foreign capital will flow back into emerging markets in 2021 - to record USD 851 billion - but
at varying rates across groups of countries. Specifically, the regions of Asia and Latin America are expected to receive capital inflows that
are higher than pre-pandemic levels, at the expense of Emerging Europe and Africa and the Middle East. On the other hand, the economic
recovery in advanced economies, especially the United States of America, may lead to a sudden tightening of their monetary policies,
which will result in the exit of portfolio investments from emerging markets and developing economies, causing negative repercussions,
especially for countries with high debts and large financing needs.
.

Net Foreign Capital Flows to Emerging Markets (USD Billion)
237.3

1.6%

Asia excluding China
Africa and the Middle East
Latin America
Emerging Europe

191.9

286.2

0.1%
Average
FED policy
rate

0.1%

173.0
2019

4 Sources of data used in the global economic and financial developments include:
International Monetary Fund (IMF), International Institute of Finance (IIF) and the Federal
Reserve (FED). For the data used to analyze the domestic economic and financial
developments, the source is the Central Bank of Egypt. The analysis for both domestic
and global data is of December in each year.
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2020

2021

5 According to IMF forecasts released in October 2021. It is worth to mention that
the forecasts for global trade volume and oil prices have been revised upwards
which indicates faster recovery compared to the released forecasts in April 2021.
6 Includes a group of emerging market economies excluding China.
7 According to IIF forecasts.
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Sources of Foreign Currency
The Egyptian economy managed to contain the sudden outflow of foreign capital from emerging markets in the wake of the
pandemic outbreak, due to its fundamentals and the diversity of its foreign currency earnings. The relative stability of other foreign
currency sources relative to nominal GDP — including non-oil exports, the Suez Canal and remittances from workers abroad —
helped contain the temporary decline in portfolio investment flows during 2020. In general, net portfolio investment flows to
emerging markets have declined in 2020 for all regions except for Latin America. And despite the decline in capital flows to most of
the emerging markets in Africa and the Middle East8, the rate of decline in Egypt was the lowest — after Saudi Arabia and the
United Arab Emirates, which experienced substantial financing needs for their government deficits as a result of low oil prices —
compared to Nigeria, South Africa and Lebanon. Thus, Egypt has been among the economies that recorded positive net flows in
portfolio investments in 2020. Moreover, Egypt’s sources of foreign currency — relative to nominal GDP —continued to be resilient
throughout the first half of 2021, with improvement in some, along with the return of foreign capital in portfolio investments.

Sources of Foreign Currency as Ratios to Nominal GDP (%)
10.4

10.8

9.3

8.0

6.9
3.2

3.4

2.3

4.2

3.0

5.3

2.1

5.0

4.7

3.9

3.1 2.7

8.2

8.1

7.7

6.2

9

1.7

0.7

1.5

1.2

5.5

4.4
1.6

1.5
1.4

1.5

1.6

1.6

1.0

-0.7
2017

2018

Net foreign portfolio investments

2019

Net foreign direct investments

-4.4

2020

Remittances of workers abroad

First half
2020

Tourism

First half
2021

Suez Canal

Non-oil exports

In addition, net international reserves played a major role in counteracting the initial repercussions of the pandemic, as they
decreased from USD 45.5 billion in February 2020 to USD 38.2 billion in June 2020, then rose again to USD 40.6 billion in June
2021. Thus, the net international reserves remain adequate relative to short-term foreign-currency obligations, as they cover
seven months of merchandise imports and three times the short-term external debt. Also, the external debt service decreased to
represent 20.5% of current account receipts10 in June 2021 compared to 22.5% in June 2020. Consequently, the pressure on the
domestic currency exchange rate was subdued in June 2021.

Developments of Net International Reserves, Imports
and Short-Term External Debt (USD billion)

Exchange Market Pressure Index

40
30
20
10

Imports
Net international reserves

Jun-21

Mar-20

Dec-18

Sep-17

Jun-16

Mar-15

0

7
6
5
4
3
2
1
0
-1
-2
-3
-4

Short-term external debt

March
June
September
December
March
June
September
December
March
June
September
December
March
June
September
December
March
June
September
December
March
June
September
December
March
June

50

2015

2016

2017

2018

2019

2020

2021

8 According to the IIF classification, Africa and Middle East region includes Egypt, Nigeria, South Africa, Lebanon, Saudi Arabia and United Arab Emirates.

9 The semi-annual ratios are calculated by dividing the foreign currency earnings during half of the year by the nominal GDP during the same period.
10 The current receipts represent the total inflows of the current account in the balance of payments.
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The banking sector also contributed to containing the sudden outflow of portfolio investments from the domestic T-bills market, due to its
high ratios of liquidity in local currency — in the presence of a large domestic investor base — in addition to the surpluses in net foreign
assets that have been formed during the economic reform program, which hence recorded net inflows of USD 7.3 billion during the period
January-June of 2020. However, the second half of the year witnessed the return of foreign investors, which continued through the first half
of 2021, raising their share in the outstanding balance of treasury bills in local currency to 22.6% in June 2021 compared to 7.8% in June
2020, and recording a net inflow of USD 2.4 billion in net foreign assets during the period January-June 2021. As a result, the foreign
currency liquidity ratio increased in June 2021 to 73.2% compared to 70.3% in June 2020. Also, the share of the household sector’s foreign
currency deposits of total non-government foreign currency deposits stabilized at 69% in June 2021, and the loans to deposits ratio in
foreign currency stabilized at 68.8% in June 2021.

Sectors’ Shares in Outstanding Stock of Local
Currency Treasury Bills (%)

Indicators of Banking Sector’s Liquidity in Foreign Currency
(%)

12.4

68.4

33.9

36.6

33.2

38.5

69.8

67.7

68.8

68.9
73.2

70.3

69.4

69

59.7

2019

2020

43.5

55.6

22.6

2018

7.8

49.3
17.5

44.7
16.8

2017

14.8

28

55.8

59.6

29.4

74

67.9

70.3
77.6
69.9

71.4

76.7

73.5

2020

December

2017

2018

2019

2020

2020

December

2021
June

2021
June

Average liquidity ratio in foreign currency
Loans to deposits ratio in foreign currency

Foreign Investors

Banking Sector

Other sectors
Ratio of Household sector deposits in foreign currencies to total non-government
deposits in foreign currencies

This was supported by the ability of the Egyptian
government to access the international capital markets, as
it issued euro bonds worth USD 3.8 billion in February
2021 in three tranches, for which subscription exceeded
four times the offering. The high global demand for
Egyptian bonds helped reduce the rate of return by 37.5
points in every tranche. This is in addition to the USD 5
billion issuance in May 2020 right after the outbreak of the
pandemic.

Macroeconomic and Macroprudential Policy Tools (%)
25
20
15
10

June-2021

March-2021

December-2020

June-2020

September-2020

March-2020

December-2019

June-2019

September-2019

March-2019

December-2018

June-2018

September-2018

March-2018

December-2017

June-2017

September-2017

March-2017

December-2016

June-2016

September-2016

5
March-2016

These favorable economic and financial features together
with the continued confidence of foreign investors in the
Egyptian economy — in light of the stability of the credit
rating — and the banking sector’s liquidity in local and
foreign currencies helped mitigate the pandemic’s impact
on foreign currency earnings which led to preserving
exchange rate stability, keeping market risks for the
banking sector at a low level, and preventing the
accumulation of systemic risks related to fluctuations of
foreign capital, therefore strengthening financial stability
without resorting to the activation of any of the
macroprudential policy tools11.

Corridor Lower Bound
Corridor Upper Bound
Exchange Rate (EGP/USD)
The Banking Sector's Reserves of Foreign Currency at the Central Bank
Interest rate for 91-day treasury bill in primary market

11 These tools include the reduction in the banking sector’s reserves of foreign currency at the Central Bank — which is maintained at 10% — or the reduction in liquidity coverage ratio in
foreign currency – which is maintained at 100% - or the reduction in the ratio of net open positions in foreign currency to the capital base — which is maintained at 10% for one currency
and 20% for all currencies — or the implementation of capital control measures.

15

Financial Stability Report 2020

Central Bank of Egypt

Section 1: Macro-financial Developments

Second: Domestic Credit Environment

Second: Domestic Credit Environment12
Domestic Credit in FY 2020/2021

The banking sector’s assets represented 89.8% of the
financial system’s assets in fiscal year 2019/2020, while
domestic credit comprised about 68.2% of the banking
sector’s total assets in June 2021. Domestic credit is
composed of government credit representing 64.9%,
and private credit – which includes public and private
business sectors and the household sector —
representing 35.1% in June 2021. Therefore, studying
the macro-financial environment of credit provision is an
essential element in determining the macro-risks to
which the banking sector is exposed, and thus the
quality of its assets. This study covers macroeconomic
and macroprudential policy decisions; an analysis of the
credit environment; and an analysis of major borrowers’
stocks of debt, the developments in their activities, and
the impact of these developments on their probability of
default and the formation of systemic risks that could
affect the stability of the banking sector.

Claims on household
sector
10%
Ratio of domestic
credit to assets of the
68
banking sector

%

Others

Claims on
private business
sector
22%

32%

Claims on public
business sector
3%

Claims on government
65%

Macroeconomic and Macroprudential Policy Trend
The trends of macroeconomic and macroprudential policies helped create a favorable credit environment since the end of the economic
reform program. As economic conditions improved, with decreasing inflation and a stabilizing exchange rate, the monetary policy took an
expansionary trend. This trend continued through the outbreak of the pandemic — until November 2020 when the interest rate was fixed —
to mitigate its effects on the business and household sectors, which helped lower costs of borrowing and consequently, the probability of
default. The fiscal policy also continued to control the government’s finances, which enabled the disbursement of a stimulus package —
amounting to EGP 100 billion disbursed during the fiscal years 2019/2020 and 2020/2021 — to support many sectors that were affected by
the pandemic. Despite that, the fiscal policy still continued to achieve its targets which included reducing the overall deficit and realizing a
surplus in the primary balance. Also, in December 2019, the macroprudential policy raised the maximum allowed debt service for retail
loans to account for 50% of the total monthly income, including real estate loan instalments at 40% of the total monthly income. The
Central Bank also launched several initiatives that are targeted at the household and business sectors, aiming to promote financial
intermediation and boost economic growth.
Average Lending Interest Rate

Fiscal Support to Sectors Affected by COVID-19 Repercussions

(Less than One Year)

2018/2019

17.4%

Support to
vulnerable groups
and financial relief

33%

Support to other
sectors

27%
22%

9%

Additional spending on health
sectors

Contracting
companies

Aviation

Tourism

Exporters

Support to
affected
sectors

5%

Manufacturing

Support to
micro, small
and medium
enterprises

General Subsidy

5%

Debt Service to Monthly Income
for Retail Loans (Debt Burden
Ratio)
January 2016

50%
50%

December
2020
2021

12 The sources of data used in the domestic credit environment section are the Central Bank of Egypt, the Ministry of Finance, the Ministry of Planning, and the Central Agency for
Public Mobilization and Statistics (CAPMAS). The analysis is as of June in every year. Also, all growth rates related to domestic credit have been adjusted for the impact of the exchange
rate floatation through using a fixed exchange rate, in order to identify the growth rates of credit excluding the impact of changes in the exchange rate.
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Private Credit Environment - Business Sector
The Egyptian economy continued to record positive growth rates as a result of its diversified structure and the support of sound
macroeconomic and macroprudential policies as well as the initiatives of the Central Bank that were launched to mitigate the
repercussions of the pandemic for all business sectors, and especially the severely affected ones. In fact, many sectors continued to
record positive growth rates such as communications, wholesale and retail trade, agriculture, and construction and building sectors, while
the most affected sectors, such as tourism and manufacturing, managed to record a recovery one year after the outbreak of the
pandemic. This performance was reflected on Egypt’s Purchasing Managers’ Index13 which declined temporarily by 22.4% during the
fourth quarter of fiscal year 2019/2020, to start a rapid recovery from the first quarter of fiscal year 2020/2021, and to record a growth rate
of 27.1% in the fourth quarter of the same year.
Economic Sectors’ Contributions to Annual Growth Rate of
Real GDP at Factor Cost (%)
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Imports of intermediate goods also followed a similar pattern of recovery. Meanwhile, the imports of investment goods recorded a decline
by 31% during the fourth quarter of FY 2019/2020 and then rebounded with some fluctuations to record a growth rate of 27% in the fourth
quarter of FY 2020/2021. As for the prices of production inputs, the Producer Price Index14 recorded a decline during the fourth quarter of
FY 2019/2020 as a result of the drop in global oil prices. However, it started to increase from the third quarter of FY 2020/2021 along with
the rise in the prices of commodities, especially oil and some metals.
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PPI inflation
PPI inflation in mining and quarrying sector (Right axis)
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13 It is a monthly economic index that is computed from a survey of 400 private sector non-oil companies. These companies belong to manufacturing and construction, services,
wholesale and retail trade sectors. It is computed as a weighted average of five sub-indices as follows: New orders (30%), Production (25%), Operation (20%), Delivery dates (15%)
and Inventory of purchased goods (10%).
14 The source of the Producer Price Index data is CAPMAS.
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Analysis of the Key Economic Sectors of the Largest 100 Borrowers from the Banking Sector
The outstanding balance of credit facilities granted to the
largest 100 borrowers (private and public business sectors)
amounted to EGP 507.6 billion in June 2021, growing by
19% from June 2020. The granted credit facilities are
concentrated in 16 economic sectors; led by four sectors
which represent 58% of total facilities:

1.
2.
3.
4.

Construction and building sector (22%),
Petroleum, natural gas and petrochemicals sector
(16.2%),
Iron and steel sector (10.4%),
Real estate development sector (9.5%).

EGP Billion

Financial nonbanking sector
10%

32

34
392

476

2020

2021

Construction &
Building
22%

Others
23%

Petroleum,
natural gas and
petrochemicals
16%

June
Communications
9%

Public business sector
Private business sector

Construction & Building Sector
The sector accounted for 22% of the total facilities portfolio in June
2021, increasing by 46% from June 2020.
Most important challenges faced by the sector:
o Decreased demand for building materials due to the pandemic as a
result of the slowdown in production processes after factories’ closure
and employment downsizing.
o Decreased consumption during the pandemic as a result of the closure
of projects’ construction sites, suspending the provision of construction
licenses, and the decline in real estate purchases.
Opportunities for the sector:
Since the beginning of 2021, and despite the consecutive rises in the prices
of building materials, the construction sector has witnessed remarkable
growth and recovery after the spread of COVID-19, driven by the following:
o The state’s investments in infrastructure projects, new cities, roads, and
others.
o Stimulus policies by the government and the Central Bank which
included allowing companies to benefit from the industrial sector initiative
at an interest rate of 8%.
o Issuance of the new licenses and real estate registration laws, and the
decision to stop offering land to individuals in new cities and limiting it to
real estate developers.
o The state’s direction to export contracting services through the
announcement of Gaza reconstruction initiative by the President in May
2021.

Real estate
development
10%

Iron and
Steel
10%

Petroleum, Natural gas and Petrochemicals Sector
The sector accounted for 16.2% of the total facilities portfolio in June
2021, and decreasing by 3% from June 2020.
Most important challenges faced by the sector:
o The deterioration in the financial performance of the sector’s
companies during 2020 following the pandemic outbreak, affected by
the fluctuations in global prices of oil and natural gas, which impacted
demand rates as a result of lockdowns and precautionary measures in
various countries.
o Gradual recovery in oil demand was initiated after OPEC’s decisions to
cut production in May 2020. Oil prices increased again starting from
June 2020, and continued to increase, bringing the price of Brent
crude in June 2021 to USD 71.63 per barrel.
Opportunities for the sector:
o The government's endeavors to modernize the oil, gas and mining
sectors, and to increase the volume of foreign investments, which
contributes to the sustainability of growth and the increase in the
sector's productive capacities, especially through new energy refining
projects (such as Mostorod and Midor Refining Project).

Iron and Steel Sector

Real Estate Development Sector

The sector accounted for 10.4% of the total facilities portfolio in June
2021, increasing by 20.8% from June 2020.

The sector accounts for 9.5% of the total facilities portfolio in June
2021, increasing by 56% compared from June 2020.

Most important challenges faced by the sector:
o A significant increase in costs of production, as a result of the increase in
the prices of raw materials (iron ore and scrap), in addition to the increase
in natural gas and electricity bill.
o Significant inventory accumulation, which affected negatively the financial
performance of companies, in addition to the decline in profitability
indicators, with some companies incurring significant losses.
o The decision to suspend construction licenses in April 2020 for a period of
six months, which forced companies to reduce their production while
some companies suspended operation.
Opportunities for the sector:
o The Egyptian government's decision to reduce electricity prices by ten
piasters/kWh, and gas prices during the crisis to USD 4.5/million therm,
which was later raised to reach USD 5.75/million therm.
o The industrial sector’s initiative to grant loans and facilities at an interest
rate of 8%.
o Stimulating demand through national projects carried out by the state.

Most important challenges faced by the sector:
o The real estate market experienced a slowdown in sales in 2020, as a
result of the pandemic, concurrently with the government's focus on
violations and non-licensed construction.
o This led to a decline in the financial performance of the sector’s
companies and a decline in their liquidity and cash flow rates.
Opportunities for the sector:
o Monetary policy decision to reduce the interest rates has contributed to
retain the attractiveness of real estate as a safe investment alternative,
which boosts the demand for real estate by local investors and
Egyptians working abroad, supported by the development and
construction projects adopted by the state.
o A recovery is expected after the launch of the mortgage initiative by
the Central Bank in July 2021, allocating EGP 100 billion to finance the
purchase of residential units for low- and medium-income classes with
a decreasing interest rate of 3% and a tenor up to 30 years.

The Communications & Information Technology Sector
and The Food & Beverages Sector

The Non-banking Financial Sector

The portfolio of facilities granted to companies operating in these sectors
witnessed a significant increase, growing in June 2021 by 66.2% for the
communications and information technology sector, and 5% for the food and
beverages sector.
The pandemic brought along growth opportunities for these sectors and had
a positive impact on their performance. This was particularly reflected in the
performance of the technology sector, where the economic lockdown and
social distancing policies contributed to the heavy reliance on technology,
internet, online shopping applications, and electronic payment methods.
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The portfolio of facilities granted to the companies operating in the fields of
financial leasing and microfinance increased in June 2021 by an annual
growth rate of 27.2%.
This coincides with the ability of the non-banking financial services sector
to maintain the same level of performance during 2020, despite the
pandemic, with some activities witnessing an improved performance
compared to 2019 (except for the capital market in Egypt, which was the
most affected by the pandemic).
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Private Credit Environment - Household Sector
The success of the adopted economic policies supported the purchasing power of the household sector through the decline
in inflation and unemployment rates along with exchange rate stability, which led to a rise in real national disposable
income15 by a real rate of about 10%16 in the fourth quarter of fiscal year 2020/2021. Also, the household sector’s capacity
to obtain credit was enhanced by maintaining the debt service to monthly income ratio for retail loans at 50%, along with the
decrease in interest rates, in addition to the mortgage finance initiatives of the Central Bank for the low- and middle-income
segments. These policies and initiatives represented a preemptive package of measures that helped contain the
consequences of the pandemic, since household consumption continued to grow to be the main driver for economic growth
and the speedy economic recovery during the first year of the pandemic outbreak.

Annual Growth Rates for National Disposable Income &
Annual CPI Inflation Rate (%)
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Private Credit Developments
The improvement in the economic and financial conditions surrounding the business and household sectors was reflected
on private credit growth, which took an upward trend during the period from March to September 2020. The growth was
driven by the increase in credit to the private business and household sectors, which coincided with the decrease in real
GDP growth rate17 to record -1.7% during the quarter April/June 2020 as part of the early repercussions of the pandemic
resulting from the drop in investments and exports. Meanwhile, household consumption witnessed an increase and imports
declined, both of which have driven growth in the following quarter. Then, the growth rate of credit to the private sector
took a slight downturn during the period from December 2020 to June 2021, stabilizing at high levels to record 20.8% in
June 2021. In parallel, the real GDP growth rate continued to recover, reaching 7.7% in the fourth quarter of FY 2020/2021
with the retreat of the repercussions of the first pandemic wave on investments and exports, while household consumption
continued to realize positive growth rates.

Annual Growth Rates of Private Credit and its Sectoral Contributions (%)
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Calculated by adding the net investments balance in the balance of payments, and the current and capital transfers to the nominal GDP at market prices.
Calculated by subtracting the headline CPI inflation rate from the growth rate of nominal national disposable income.
At market prices.
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The gap of the private credit to nominal GDP ratio18 recorded 2.6% in June 2021, as private credit growth took an upward trend since the
pandemic outbreak in March 2020 to reach 20.8% in June 2021 – driven mainly by the private business sector with a credit gap of 2%
and the household sector with a credit gap of 0.7%, unlike the public business sector which recorded a negative gap of 0.2% - while the
nominal GDP growth rate took a downward trend to record 9.4% during the fiscal year 2020/2021 due to the slowdown in real economic
growth and the decrease in inflation.

Private Credit to Nominal GDP Gap with Annual Growth Rates of Private Credit and Nominal GDP (%)
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The positive private credit gap coincided with the improvement in the quality of the banking sector's assets that were invested in the
form of credit provision to the private sector. Specifically, the non-performing loans to total loans ratio decreased to 3.5% in June 2021
compared to 3.9% in June 2020, due to the decline in corporate non-performing loans ratio to 2.5% in June 2021 compared to 3.1% in
June 2020, while the retail non-performing loans ratio increased to 4.3% compared to 3.8%. Yet, the loans to deposits ratio for the
private sector remained at a low level recording 38% in June 2021. This indicates that the expansionary monetary policy and the
Central Bank’s initiatives helped boost the credit environment without leading to excessive risk-taking or build-up of systemic risks
related to the default of borrowers, which may have threatened the financial stability.

Non-performing Loans Ratio (%)
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18 The ratio is calculated by dividing the credit to the private sector by the sum of quarterly nominal GDP during the last four quarters.
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Government Credit
Government credit represented 64.9% of total domestic credit in June 2021. The investments of the banking sector (excluding the Central
Bank) in government debt instruments accounted for 34.4% of its total assets in June 2021, compared to 39% in June 2020, which
exposes the banking sector to systemic risks in case of fiscal imbalances. Nevertheless, the probability for the build-up of such risks is
low, given the continued improvement in public finances, as well as the tendency of the government to diversify sources of funding across
domestic and external markets, which led to a decrease in the government securities’ share in the total banking sector’s assets.

Fiscal Performance Indicators as Ratios to Nominal GDP (%)
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The fiscal policy adopted a package of measures to mitigate the impact of the pandemic on the affected sectors, while continuing to exhibit
good performance indicators during FY 2020/2021 by recording a surplus in the primary balance and reducing the overall fiscal deficit as
ratios to nominal GDP. This is in comparison to advanced, emerging and low-income economies which recorded a weakening in their fiscal
performance. Moreover, it is expected that fiscal performance indicators will continue to improve in the coming fiscal years.

Overall fiscal deficit as a ratio to GDP continues to improve
compared to advanced, emerging, and low-income countries (%)

7.4

10.9
9.8
7.9
8.2

10.8
9.6

5.4 5.2 3.4
3.9 3.6

8.8

Primary balance as a ratio to GDP continues to record a surplus
compared to advanced, emerging, and low-income countries (%)
12

2.0
1.5 1.8

10

0.1

4
2
0

8

6.6
4.7
3.7 4.1

3.0

6

-1.8

2.5 2.4 4

-2.2 -2.1
-3.4
-1.7

-3.6

2

2017

2018

Low-income
developing
countries
2019

2020

Emerging
markets and
middle-income
economies

-2
-4
-6
-8

-7.8

-7.8

Advanced
economies

-10

-9.5

-12
Egypt (fiscal year)

Low-income
developing
countries

Emerging markets
and middleincome economies

Advanced
economies

2021 (Expected for other country groups)
2017

On the other hand, the repercussions of the pandemic led to an
increase in the general government debt by 4.6% and 5.7% of
nominal GDP in the fiscal years 2019/2020 and 2020/2021,
respectively - after the successful fiscal efforts to place general
government debt on a downward trajectory during the period
2017-2019 - while advanced and emerging market economies
were more severely affected by the pandemic during year 2020.
Also, Egypt was among the countries that witnessed a return of
foreign portfolio investments in debt instruments, without a sharp
increase in the rate of return, as compared to other emerging
markets during the period from April 2020 to June 2021.
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Total Net Portfolio Investment Flows in Debt Instruments (USD billion) and Change in 10-year Bond Yield for a
Group of Emerging Markets (%)
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In addition to continued fiscal adjustment measures, the fiscal authority has taken a strategy to lengthen the debt maturities by
increasing the issuance of bonds and to diversify the sources of funding across domestic and external markets. This led to a decline in
the government securities’ share in the assets of the banking sector (excluding the Central Bank) to represent 34.4% in FY 2020/2021,
compared to 39% in the previous year. Therefore, the probability of the build-up of systemic risks related to fiscal imbalances remains
subdued.
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Third: Financial Stability Index
Banking sector
performance

Stability Index19

0.8
0.6
0.4

In June 2021, the financial stability index witnessed a
slight increase recording 0.51 compared to 0.49 in June
2020. This comes as a reflection of the stimulus
measures and packages adopted by macroeconomic and
macroprudential policies to address the repercussions of
the pandemic on the domestic and global economies
and financial markets.

0.2
Global economy
climate

Macroeconomy

0.0

Financial markets
June-2020

The macroeconomy sub-index witnessed an increase as a result of the increase in
real GDP growth rate, as well as the decrease in both the inflation rate and the
overall fiscal deficit, in addition to the increase in the private credit to GDP ratio.
On the other hand, some indicators were slightly affected as the current account
deficit to GDP ratio increased, and the net international reserves to short-term
external debt ratio decreased.

Macroeconomy

The financial markets sub-index increased as a result of the increase in the priceto-earnings ratio and the decrease in the volatility index (VIX) of the Egyptian
Stock Exchange and the credit default swap (CDS) index, as well as the increase in
the market capitalization to nominal GDP ratio.

Financial
Markets

Sub-indices

The banking sector performance sub-index declined as a result of the decrease
in the return on equity ratio, capital adequacy ratio, liquidity ratio in local
currency, and provisions to non-performing loans ratio, as well as the increase in
the efficiency ratio. However, these indicators continue to sufficiently exceed
the regulatory and indicative ratios. The decline in the sub-index was confined
by the improvement in the non-performing loans to total loans ratio, as well as
the increase in the liquidity ratio in foreign currency.

Banking
Sector
Performance

Global
Economy
Climate

The global economy climate sub-index increased as a result of the global
economic recovery, while global inflation rates increased.
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19 The index was built as a composite quantitative measure using an extensive set of variables (21 variables) which are classified under four sub-indices that
track the banking sector performance, domestic macroeconomic conditions, financial markets developments, and the climate of the global economy. The
banking sector performance sub-index includes the capital adequacy ratio, the non-performing loans to total loans ratio, the provisions to non-performing loans
ratio, liquidity ratios in local and foreign currencies, efficiency ratio, return on equity ratio, and the concentration ratio of assets of the biggest five banks. The
domestic macroeconomic sub-index includes real GDP growth rate, headline CPI inflation rate, the ratios of private credit, overall fiscal deficit, gross domestic
debt, and current account to nominal GDP, and the ratio of net international reserves to short-term external debt. The financial markets developments sub-index
includes market capitalization to nominal GDP ratio, volatility index (VIX) of the Egyptian Stock Exchange, price-to-earnings ratio and credit default swap (CDS)
index. The global economy climate sub-index includes the real GDP growth and inflation rates of the major trading partners for Egypt (United Arab Emirates,
China, United Kingdom, United States of America, Turkey, Saudi Arabia, Germany, Switzerland, France, Italy and Russia).

23

Financial Stability Report 2020

Central Bank of Egypt

Section 2: Development & Evaluation of the Financial System’s
Performance

First: Analysis of the Banking Sector’s
Development & Performance

Introduction
The Egyptian banking sector was able to deal with the COVID-19 pandemic repercussions efficiently, and contributed to limit its negative
impacts on both social and economic levels. The banking sector was resilient enough to withstand the shock due to its high solvency and
ample liquidity in local and foreign currencies, in addition to its implementation of a set of proactive and prudential measures which were
convenient in terms of timing and nature, and contributed to alleviating the repercussions of the crisis and providing the necessary
liquidity to support banks’ customers and sustain the economic activity.
The CBE has taken a set of prudential measures, which include supporting the most vulnerable customers who were negatively affected
by the COVID-19 crisis, offering stimulus packages, providing credit collaterals, maintaining sufficient liquidity for the banking system, and
ensuring continuity of the banking transactions as well as ensuring the continuous effectiveness, efficiency and security of payment
systems to guarantee a smooth flow of money necessary to fulfill interbank settlements on both domestic and international levels. These
previous measures have led to fruitful outcomes as shown below:

The stability of the banking sector and its continuous performance of its role
efficiently and effectively since the beginning of the crisis, while maintaining its
financial soundness indicators (FSIs) above regulatory requirements, in addition
to banks’ commitment to implement CBE regulations —aiming to organize all
banking activities— all of which led to maintaining financial stability and
achieving targeted economic growth rates.
Sustaining support for different economic sectors , which continued to operate
regularly without reducing the employed labor force. It is worth mentioning that
both individuals and businesses resumed paying their credit instalments regularly
after the six-month deferral period.
Banks’ credit and investment portfolios continued to grow in line with their usual
growth rates. This was accompanied by the ample liquidity of the banking
sector, the growth of its assets and support of its own capital base as a result of
the continuous improvement in asset management as well as abiding by and
benefitting from its advanced systems in risk management, and its
implementation of the international best practices in the banking industry.
The continuity of implementing the financial inclusion plan, and in targeting new
segments of households and businesses to offer them the benefits of accessing
banking services, and to stimulate the aggregate demand on the
macroeconomic level.
Offering digital products and services through banks utilizing the financial
technology for customer service which depends on the banking system that got
updated over the past short period; in accordance with the global updates of the
banking industry.

International financial institutions and
credit rating agencies have praised the
decisions and measures taken by the
CBE during the pandemic outbreak,
which contributed to enhancing the
robustness of the Egyptian economy,
and
alleviating
the
pandemic
repercussions. In addition, it was
indicated that the banking sectors
manifested a proper level of solvency
and ample liquidity. Meanwhile, CBE
continued to monitor the different
challenges and to take the prudential
measures that are based on the
outcomes of early warning systems and
periodic stress tests, so as to maintain
solvency and ample liquidity of banks to
hedge against any potential crises.

The continuous increase of households’ and the different sectors' confidence in
the banking sector, which has been reflected in the increase of deposits and the
dependency on the banking sector to provide the necessary finance and liquidity
for projects and businesses, specially the micro-, small- and medium-sized
enterprises.
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Businesses & households
23 December 2021

1

Households

Initiatives Directed Towards Households
and Businesses
Businesses

Initiative for Postponing Dues on Companies Operating in the Tourism Sector
The duration of the initiative that supports the tourism sector has been extended for an additional year until the end of December 2022. During
this period, any requests to postpone dues are accepted, with a maximum period of 3 years, and thereby, banks postpone all outstanding dues
(long-term and/or short term facilities and/or overdraft facility). This is in addition to capitalizing the interest rate on the principal without charging
any delay interest rates on the deferred installments for a maximum period of 3 years.
The duration of the initiative of retail loans for individuals working in the tourism sector has been extended for a period of one year until the end of
December 2022, whereby banks are allowed to postpone the dues of loans for consumption purposes and mortgage loans (for personal housing)
for an additional 6 months from its due date of payment. This applies only on performing clients as of 30 September 2021, who are working in the
tourism sector, without charging any delay interest rates over this period. Banks are allowed to postpone the dues of tourism sector workers, who
previously benefited from the initiative since its issuance on 7 December 2015.

3 January
2021

2

3 January
2021

3

An amount of EGP 15 billion has been allocated through banks with an interest rate of 3% (flat) to be used to grant loans to individuals requiring
to replace their vehicles with dual-fuel vehicles, with a loan term ranging between 7 and 10 years, with equal monthly instalments. The CBE has
also issued a pledge of EGP 15 billion - in tranches - for the Credit Guarantee Company (CGC) as a coverage to secure the balances of
guarantees issued by the company to the banks, provided that the company, under this pledge, will cover 80% of the risks associated with
financing individuals within the initiative, whereas banks will bear the remaining 20%.

Extension of Initiatives for Non-Performing Companies and Companies Operating in the Tourism Sector
Both initiatives were extended for an additional period of six months that ends on 30 June 2021 for non-performing companies with outstanding
doubtful and bad debts (credit scoring 9, 10), of less than EGP 10 million (excluding the marginal interest), whether legal procedures are taken
against them or not. This was beside the initiative for non-performing companies per one bank, operating in the tourism sector with outstanding
debts of more than EGP 10 million, whether legal procedures are taken against them or not, thereby, the following measures take place: the
removal from the non-performing loans list, waiving of all current and exchanged legal cases and releasing of all guarantees that were held to
secure the debt.

Initiative for Financing the Payrolls of Tourism Sector Workers, and Basic Maintenance and Operating Expenses,
Guaranteed by the Ministry of Finance

15 Feb – 19 May 2021

4

A tranche of EGP 3 billion has been earmarked under the initiative to support the replacement and renovation of hotels, floating hotels and
touristic transport fleets with a 5% interest rate (decreasing) to finance payroll & wages of tourism sector workers, as well as basic maintenance
and operating expenses, where the maximum loan limit within the initiative is EGP 30 million for the client and EGP 40 million for the client and
his related parties, according to the following conditions:
Issuing a pledge of EGP 3 billion in favor of CGC (guaranteed by the Ministry of Finance), to cover 100% of the loans granted by banks under this
tranche.
Allocating at least 40% of the loans to finance workers’ payroll and wages, and the remaining share to finance basic maintenance and operating
expenses.
The initiative ends either by the end of December 2021 or when the allocated amount of EGP 3 billion is fully utilized, whichever earlier, with a
grace period till the end of June 2022, with the first installment to be repaid in July 2022, and continues for two years.

15 March
2021

5

5 April
2021

6

7

Financing Gas Dues of Ceramic and Porcelain Companies with a Rate of 8% within the Industrial, Agricultural, and
Construction Private Sector Initiative
A tranche of EGP 1.2 billion from the total amount allocated for the Industrial, Agricultural, and Construction Private Sector Initiative was allocated
at an interest rate of 8% to finance the required down payment through banks to companies working in ceramic and porcelain that need to
reschedule their natural gas debts, according to specific conditions.

Allowing Local Bakeries Aiming to Transform to Natural Gas to Benefit from the Initiative Issued to Finance Small
Enterprises with a 5% Interest Rate
Local bakeries that intend to transform to the usage of natural gas are allowed to benefit from the initiative launched by CBE in January 2016 to
finance small enterprises with a 5% interest rate (simple and decreasing), without restrictions on the minimum level of annual sales turnover with
the aim to raise their efficiency and develop their activities.

Amendments to some of the Tourism Initiative’s clauses to Finance the Replacement and Renovation of Hotels,
Floating Hotels and Touristic Transport Fleets

19 May 2021

The amount allocated to this initiative is EGP 50 billion at an interest rate of 8% (decreasing) for a maximum period of 15 years, provided that the
bank finances a maximum of 90% of the total replacement cost.
The purpose of financing:
Carrying out the necessary replacement and renovation for hotels, floating hotels and touristic transport fleets.
Granting credit facilities for a maximum period of 2 years, with a grace period till 31 December 2021, through which the interest is capitalized,
provided that the first installment is to be repaid in January 2022 (regardless of the date of granting the loan), in order to finance the salaries and
the dues to suppliers, as well as the maintenance expenses for touristic activities.
Non-performing clients are eligible to benefit from this initiative if they settle their NPLs within the framework of the CBE initiatives issued for nonperforming clients.
Issuing a pledge of EGP 2 billion in tranches - of which the first tranche starts with an amount of EGP 1 billion- in favor of CGC to cover up to
70% of the risks associated with financing tourism sector companies within the CBE initiative, provided that the maximum limit of guaranteed
facility is EGP 400 million for the single client, and for the client and his related parties.

13 July 2021

8

Mortgage Initiative for Low- & Middle-Income Segments at a 3% Interest Rate
The mortgage initiative has been launched allocating an amount of EGP 100 billion to target clients with low & middle income through banks or
the mortgage-finance companies with an interest rate of 3% (decreasing) for a maximum period of 30 years, based on the following:
For the low-income segment: the value of their income and their units are determined by the Social Housing and Mortgage Finance Fund, noting
that the maximum monthly net income would be EGP 4.5 thousand for a single individual and EGP 6 thousand for a family.
For the middle-income segment: the maximum monthly net income is EGP 10 thousand for a single individual and EGP 14 thousand for a family.

4 October
2021

9

25

Initiative for Substituting Vehicles (Private, Taxis, and Microbuses)

Amendment to Mortgage Initiative for Middle-Income Segment with an Interest Rate of 8%
The maximum limit for the unit price has been raised to reach EGP 2.5 million instead of EGP 2.25 million along with extending the maximum
term of the finance to 25 years instead of 20 years, noting that other collateral types have been added to be used in context of the initiative.
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First: Analysis of the Banking Sector’s
Development & Performance

Developments in Key Items of the Financial Position :
Total banking sector assets reached EGP 6.2 trillion by the end of FY20 2019/202021 with a growth rate of 17.1% compared to 6.3%22 in
the previous FY. The banking sector assets represent 89.8% of the total financial sector assets, and 106.2% of nominal GDP. The
banking sector assets sustained its growth to reach EGP 7.9 trillion in June 2021.

Key Assets Breakdown (%)

The banking sector assets’ breakdown shows
high levels of liquidity. This is exhibited by the
financial investments and treasury bills that
represented 42.1% of the assets in FY
2019/2020 versus 36.1% in the previous year.
However, cash and balances with banks in Egypt
declined to 15.8% versus 22.1% in the previous
year, while cash and reserve balances at the
CBE stabilized at 4.6%. The increase in the share
of financial investments and treasury bills in the
banking sector assets was attributed to the ability
of the banking sector to contain the temporary
capital outflows of foreign investors from the
domestic T-Bills market after the pandemic
outbreak. This contributed to stabilizing the
returns of sovereign debt securities in local
currency. It’s worth mentioning that with the
return of investors' capital inflows, the
government T-bills' and bonds' share of total
assets declined to 34.4% in June 2021 from 39%
in June 2020.

3.4

3

2.9

3.4

3.4

41.5

34.6

32.5

36.1

42.1

30.9

32.4

33.8

20.5

31.5

32.2

26.7

20.4

2016

2017

2018

2019

2020

34.6

34.2

Fiscal Year
Other assets
Financial investments and treasury bills
Loans and credit facilities to customers and
banks
Balances with banks in Egypt

Net loans to clients & banks grew by
18.2% by the end of FY 2019/2020,
against 10.9% in previous FY.
54.2

29.2
34.2

26.4

2016

-8

2.5

1.8

2.9

5.2

5.5
91.1

92.7

92.3

-0.9

-1.7

-1.9

-77

-73.2

-68.5

-12.2

-8.6

-14.3

10.9

16.3

9.1

2018

2019

Loans

Revenues and Costs Main Sources (%)
6

2017

-2

-2.2

-4.2

2018

2019

2020

Fiscal year

18.2

2020

Deposits

Profitability Indicators (%)
21.5

23.4

3.7

19.2

3

1.5

Return on average Assets (ROA) declined to
1.2% in FY 2019/2020 against 1.8% in the
previous FY, owing to the retreat in net profits
by 21%. In addition, Return on average
owners’ Equity (ROE) decreased to 14.9% in
FY 2019/2020 against 23.4% in the previous
FY, due to both the increase in owners’ equity
and the decline in net profits. Meanwhile,
Egypt’s ROA and ROE are considered above
the average of comparable countries recording
1.1% and 10.2%, respectively. Net interest
margin (NIM) recorded 3.7% in FY 2019/2020
against 4.1% by the end of previous fiscal year.

ROA and ROE of the banking sector in a
sample of countries in December 2020
and in FY 2019/2020 for Egypt (%)
23.4

4.1

3.9

-15.1

-10.3

19.5

16.9

Deposits sustained its growth and increase by
22.3% in June 2021 compared with June 2020.
Such growth reflects the heightened confidence
of individuals and different sectors in the banking
sector even with the repercussions of COVID-19
pandemic. The banking sector relies on deposits
as the main source of funding; where household
deposits in local and foreign currencies
represented around 68% of total deposits, which
makes the banking sector's sources of funding
stable to a great extent. In addition, foreign
currency deposits reached 14% of total deposits.

Decline in profitability indicators in FY
2019/2020 as a result of the decrease in
net profits

Loans & Deposits Growth Rates (%)

The banking sector has witnessed a high level of
asset quality reflected in the decline of the NPLs
to total loans ratio to reach 4.0% in FY
2019/2020 versus 4.2% a year earlier – along
with high provisions to NPLs ratio (coverage
ratio) recording 95.2% in FY 2019/2020 versus
97.6% a year earlier - the NPLs ratio continued
to decline, reaching 3.5% in June 2021. Such
improvement in asset quality is a reflection of the
effective economic and prudential policies
adopted by the government and the CBE to
contain the repercussions of the COVID-19
pandemic on businesses and households.

Total deposits continued to grow by
19.5% by the end of FY 2019/2020
versus 9.1% in the previous year,
bringing its share in total liabilities and
shareholders’ equity up to 78.7% versus
77.1% .

7.7

1.8
1.4

1.2

2018

2019

9.2

13.8
8.7

4.8

3.5
0.6

2017

14.9

13.7

14.9

1.1

1.5

0.7

7.8
3.1

1.2

1

0.4

0.5 1.01

2020

Fiscal Year

Impairment charge on credit losses

Income tax expenditure

Administrative expenditure

Other Revenues

Return on Average Assets

Commissions and fees revenues

Deposits and similar costs

Net interest margin (NIM)

Other Expenditure

Loan and similar revenues

Return on Average Equity

Return on average assets
Return on average equity

20 The fiscal year ends in June 30 for public banks and December 31 for other banks.
21 As per the audited financial statements for FY 2019/2020 for 34 banks and preliminary data for 4 banks.
22 As per the International Financial Reporting Standard (IFRS9).
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Credit Risk

The banking sector was able to efficiently
manage all risks due to the CBE’s keenness on
banks' risk management on the systems and
structure, as well as encouraging them to
create their strategies taking into consideration
of the size of risks faced by the nature of
operations, in addition to the enhancing
organizational structure of risk management.
The performance and efficiency of the banking
sector in risk management have significantly
improved, as it developed risk management
infrastructure through installing advanced
systems to measure the risks and set
strategies needed to manage different types of
risks, paying more attention to operational risks
during COVID-19 pandemic. Also, the
investment in the human capital was the
cornerstone of the banks risk management
strategy through providing continuous training
especially for risk and control functions.

Loan
Portfolio

Banks are exposed to credit risk
that may result from the clients’
probability of default. Loans
portfolio reached EGP 2.2 trillion
by the end of FY 2019/2020
versus EGP 1.9 trillion a year
earlier, with a growth rate of
19.2%.
The
loans
portfolio
continued to grow registering EGP
2.9 trillion in June 2021.

Total Loans (EGP Trillion)
4
2.2

3

1.9

1.7

2
2
1
1
0

2018

2019

2020

Solvency
Risk

Banks’ credit portfolio continued to
grow along with extending credit to all
sectors. Also, banks continued
supporting corporates, retail banking,
and micro-, small- and medium-sized
enterprises to fulfil the ratio mandated
by the CBE. The CBE has mandated
banks to reallocate 25% - up from
20% - of their net loans portfolio to
the micro-, small- and medium-sized
enterprises based on the financial
position by the end of December
2020, provided that banks are to fulfil
this ratio until December 2022.

2.9

3

June 2021

Fiscal Year
Loans Portfolio Breakdown in June 2021
Micro-, Small- and Medium-sized
Enterprises
11.9%

Corporates
70.6%

Retail Loans
17.5%

Local
Currency
81.5%

Less than
One Year
35.9%
More than
One Year
64.1%

Foreign
Currency
18.5%

Corporate loans accounted for the
largest share of the loans portfolio
recording almost 70.6%, while
retail and micro-, small- and
medium-sized enterprises’ share
of portfolio represented 17.5%
and 11.9%, respectively.

Asset Quality %

99

Loans provided to the private sector
represented 63% of total loans portfolio by the
end of FY 2020 versus 62.1% in 2019. This
share reached 57.1% by the end of June
2021. The loans portfolio exhibited high asset
quality as NPLs to total loans ratio declined
from 4.2% in FY 2018/2019 to 4% in FY
2019/2020, and continued to decrease
reaching 3.5% in June 2021. Also, the
coverage ratio represented by loans
provisions to NPLs ratio recorded 95.2% by
the end of FY 2019/2020 versus 97.6% a year
earlier, and 94% at end of June 2021.

Operational ,Cyber Security, and
database management Risk

Market Risk

Liquidity Risk

First: Analysis of the Banking Sector’s
Development & Performance

4.2

4.1

98
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4.5

4

4

3.5

97.6

3.5

97

3

96

2.5
95.2

95
94

2
94

93

The CBE has also issued regulations
in February 2021 to use alternative
data for credit assessment via digital
scoring models, exclusively to micro-,
and small-sized enterprises with
annual sales turnover up to EGP 20
million,
based
on
specified
conditions; including that the direct
financing is to be granted only in local
currency, and that banks are required
to set policies and procedures for
these scoring models, to inform the
CBE of them and notify it when
starting to use them.
Banks were mandated to allocate at
least 10% of their net loans and
credit facilities portfolio (whether
direct or indirect) to small enterprises
and entities based on the financial
position by the end of December
2020. Also, banks were allowed to
finance micro- and small- sized
enterprises and entities with annual
sales turnover less than EGP 20
million, without the need to present
audited financial statements provided
that banks will work on creating
alternative assessment methods for
these
enterprises
and
their
associated risk like using and
analyzing alternative data for digital
scoring models.

1.5

1
0.5

92

0
2018

2019

2020

June 2021

Fiscal Year

Non-performing Loans to Total Loans
Loan Provisions to Non-performing Loans
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4.1

Pakistan

Chile

Peru

1.6

3.8

Romania

Egypt

UAE

3.6

3.9

Turkey

South Africa

Malaysia

1.6

5.2

8.2

9.2

NPLs to Total Loans Ratio in a Selected
Sample of Countries (%)

3.9

The NPLs ratio of the corporates’ credit
portfolio decreased to 2.5% in June
2021 versus 3.1% in June 2020. In the
meantime, retail NPLs ratio reached
4.3% versus 3.8% in the same period of
comparison. As for credit to micro,
small and medium projects, the NPLs
ratio of the facilities granted during
2020 recorded 0.3% in 2020 versus
0.8% in the previous year. Such
improvement in the ratios reflect the
banks’ effective credit risk management
of the portfolio, and the adequate study
and assessment of the market and
clients, in addition to the balanced
portfolio diversification

Operational ,Cyber Security, and
database management Risk

Market Risk

Liquidity Risk

Argentina

Credit Risk

First: Analysis of the Banking Sector’s
Development & Performance

December 2020

Corporate and Retail Non-performing Loans
Ratios
5

Regarding the retail loans portfolio –
which are concentrated in personal
loans accounting for 80.3%, while
mortgage loans representing 8.9%- the
personal loans portfolio’s NPLs ratio
has slightly increased to 3.8% in June
2021 versus 3.7% in December 2020.
The majority of such loans was granted
against salary transfer or deposits and
saving certificates which mitigate the
risk of such facilities, in addition to the
banks' compliance with the maximum
Debt Burden Ratio (DBR) of 50%. As for
NPLs ratio related to mortgage loans for
middleand
low-income
clients’
segment — in the framework of
mortgage finance initiative — it
remained low due to the low interest
rate applied on such loans as well as
the clients’ regular payments.

3

3.8

3.9

3.4

3.9

2016

3.8

3.3

2017

2018

3.5

2019

December
Corporate loans

4.1

4.3

2.7

2.5

3.1

2020

2020

Retail loans

Banks continued to classify clients and create provisions using a more accurate
approach, maintaining reasonable coverage ratios as a precaution against any
potential increase in credit risk in times of crises. Moreover, to alleviate the credit
risk, the CBE issued regulations on September 14, 2020 that encourages banks to
support clients whose cashflows were affected by the COVID-19 pandemic after
the end of the six-month deferral period in September 2020. The regulations
obligated banks to take the following measures:
-

-

-

Specify the adequate procedures of dealing with all clients based on their expected
future cashflows to be in line with their ability to repay.
Restructure existing clients’ outstanding debts aiming to reach a new credit facilities
structure that’s aligned with clients’ current and future ability to repay. Special
attention will be given to the most affected clients over the past period, according to
specific conditions.
In case of debt restructuring, and the client resumed meeting his payments
regularly — without experiencing any financial difficulties — the restructuring
should not be considered as significant increase of credit risk. Assess and analyze
the macro-financial risks associated with the current crisis, conduct stress tests to
assess the impact of the crisis on the credit portfolio and set plans to deal with any
potential losses.
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2021

June December June

Solvency
Risk

In the context of ensuring high asset
quality and proper estimation of expected
credit losses as per IFRS 9 during the
times of crises, banks were instructed
with the necessity of the following rules
issued in 21 September 2020:
o Revisit the models used in estimating
expected credit losses (ECL) and specify
the factors that were not taken into
consideration when developing such
models, and verify the soundness of the
methodology adopted in the estimation of
ECL.
o verify the quality, sufficiency and efficiency
of information systems, and of the current
and future information that will be used to
design these models.
The amendments to some of the rules
and regulations of banking finance in
February 2021, for the real estate
developers that construct residential
units for selling purposes are as follows:
The borrowing real estate developer should
own the land used for constructions or at least
be issued a decree of allocation from the
owning entity. Credit facilities can be granted
for partnership-real-estate-projects provided
that all parties exhibit creditworthiness, high
solvency and good market reputation.
The bank should open a separate escrow
account for each project where all project
proceeds and company's own money
allocated to the project or for other purposes
are deposited. In addition, an overdraft
account is to be opened through which the
fund is disbursed. Such accounts are to be
only utilized with the sole purpose of
financing the project and settling projectrelated debts, and such payments are to be
in line with the project completion progress
as
per
the
technical
consultant's
confirmation.
Also, banks were allowed to finance the
land installments owed by the real estate
developers —that construct residential
units for selling purpose— with outstanding
granted credit facilities, in accordance with
some conditions and determinants.
Banks were mandated to calculate
guarantees
of
Credit
Guarantee
Company (CGC) when calculating the
maximum limits of the single client and
his related parties.
Guarantees issued by CGC are to be handled
when calculating the maximum limit of the
single client, and the client and his related
parties as follows:
•
Exclude the portion covered by CGC
from the bank’s exposures to single client,
and the client and his related parties.
•
Include previously excluded guarantees
upon the above-mentioned item into the
bank’s exposures with the CGCs, after
excluding those covered by the CBE’s
pledges.
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Credit Risk

Operational ,Cyber Security, and
database management Risk

Market Risk

Liquidity Risk

The banking sector liquidity levels exceeded
the minimum requirement mandated by the
CBE and Basel liquidity regulations.
Liquidity in local currency rose to 53.8% in
FY 2019/2020 versus 44.4% in the previous
fiscal year - as a result of the increase of
portfolio investments in T-bills and
government bonds – and it continued at a
high level of 45.5% in June 2021. Also,
foreign currency liquidity increased to
71.5% in FY 2019/2020 versus 67.7% in the
previous year, it continued to increase to
reach 73.2% in June 2021 as a reflection of
the continuous inflows of foreign currency
sources as well as the return of foreign
investors' capital inflows to the local market
of T-bills.

First: Analysis of the Banking Sector’s
Development & Performance

Solvency
Risk

Liquidity Ratios (%)

71.5
67.7

67.7

40.3

44.4

2018

2019

73.2

53.8

45.5

2020

June 2021

Loans to deposits ratio reached 46.4% in
FY 2019/2020 versus 46.7% in the
previous fiscal year, it continued to grow
to reach 50.8% in June 2021 As for loans
to deposit by currency, the local currency
loans to deposits recorded 42.3% in FY
2019/2020 versus 40.1% in the previous
year, and it kept increasing to 47.9% in
June 2021. While loans to deposits in
foreign currency reached 68.9% in FY
2019/2020 versus 74.7% in the previous
fiscal year, and 68.8% in June 2021.

Fiscal Year

Liquidity in Foreign currency
Liquidity in local currency

Loans to Deposits Ratio (%)

Basel
III

Regarding the liquidity ratios set
in accordance with Basel 3
committee's regulations, local
and foreign currency liquidity
coverage
ratios
reached
1017.4% and 169.6% in FY
2019/2020, respectively. Also,
net stable funding ratio in local
and in foreign currency reached
260.6%
and
165.9%,
respectively, in the same FY,
which
exceed
the
Basel
Committee’s standards.
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46.7
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39.9

40.1
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2018
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2020

68.8
50.8

47.9

June 2021

Fiscal Year

These indicators demonstrate the banking
sector’s low liquidity risk and its high
liquidity enabling further allocations and
investments and liquidity provisions for all
sectors. This is a reflection of sound
liquidity management policies which
involve reconciling the assets’ and
liabilities’ maturities by monitoring the
maturity ladder, as well as assigning
maximum limits for total gaps -both
current and cumulative-. In addition, each
bank regularly conducts stress tests
scenarios involving assumptions that
capture the bank's liquidity position and
forecasted interest rates.

Total Loans to Total Deposits
Loans to Deposits in Foreign currency
Loans to Deposits in local currency

Credit Risk

Liquidity Risk

Market Risk

Operational ,Cyber Security, and
database management Risk

Solvency
Risk

The banking sector exposure to market risk is low, as the market risk only represented 1.7% of the total risk weighted assets and contingent
liabilities in June 2021. This is a reflection of the limited size of banks’ trading portfolio (fair value through profit and loss) which is below 1%
of the total investment portfolio. The main sources of market risk for banks are the movements in foreign exchange, interest rates and
financial asset prices.

Foreign Exchange Risk: The continuous inflows of foreign currency
sources contributed to the stability of foreign exchange rate. The
inflows of foreign currency are represented in non-petroleum exports
proceeds, Suez canal receipts, workers' remittances, foreign direct
investments, the return of foreign portfolio investments, in addition to
the increase in net international reserves. All have been reflected on
the banking sector's net foreign assets, which rose to EGP 271
billion in December 2020 versus EGP 122 billion in June 2020, and
reached EGP 252 billion in June 2021.
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Interest Rate Risk: an expansionary monetary policy has been
adopted, in accordance with the improvement of economic
conditions, the decrease in inflation rate, and the stability in
foreign exchange rate which continued with the pandemic
outbreak -until November 2020 when interest rates got fixed- to
alleviate the pandemic repercussions on businesses and
households. In addition, banks' ability to project interest rate
trends and to efficiently manage assets and liabilities have
helped lower banks' market risk exposure over the past period.
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Credit Risk

Liquidity Risk

First: Analysis of the Banking Sector’s
Development & Performance

Operational ,Cyber Security, and
database management Risk

Market Risk

Solvency
Risk

Banks continued to develop and enhance the efficiency of operational risk management -especially in light of the
repercussions of the pandemic- through providing distinguished services to their clients and preserving their human
resources. Banks continuously work on minimizing operational risks through:
Continuous testing and updating the Business Continuity Plans (BCPs), and providing Disaster Recovery (DR) sites along with having
regular backups for the data and operational transactions.
Offering alternative e-channels like the internet banking, securing remote working procedures and mobile banking for clients, and
protecting and securing the database and information.
Ensuring business continuity through the 24/7 call centers to communicate with clients and implement their requests. In addition, ATMs
are fed on regular basis.
Raising the awareness of the risks of the COVID-19 virus among employees and clients, and taking the necessary precautionary
measures and providing the necessary requirements to mitigate such risks.
Focusing on promoting the risk culture among employees, recording and analyzing the operational risk incidents and performing root
cause analysis (RCA) to take the necessary corrective actions, as well as having a database of previous operational risk incidents.
Conducting Risk & Control Self Assessment (RCSA) as well as monitoring the key operational risk to be presented to the risk
committees and the bank’s board of directors.
The Computer Security Incident Response Center secures the banking transactions to limit the adverse effects of the cyber attacks on the
banking sector. Also, the CBE follows up on matters related to strengthening banks’ internal control systems and implementing sound
governance systems to alleviate operational risks of the banking sector. Therefore, several committees were formed to monitor and
mitigate the operational risks and the effects of cyber attacks on the banking sector.

Credit Risk

The solvency of banks provides further
stability to banking systems through its
capital base's capacity to contain risks and
absorb their related potential losses, and
therefore support the continuity of banking
operations as well as international
transactions. And also provide ease of
access to money markets to acquire the
necessary funds, beside increasing clients’
confidence.

Financial Leverage (%)

Capital
Adequacy
Ratio

7.7

7.1

6.9

6.3

2018

The banking sector maintains
a Capital Adequacy Ratio
(CAR) of 20.1% in FY 2020 versus the minimum CAR
required by the CBE of 12.5%
compared with 17.7% in FY
2019. The CAR reached 19%
in June 2021. Most of the
capital base is concentrated in
Common Equity Tier 1 capital
(CET1), which reflects banks’
ability to strengthen their own
capital
bases
through
maximizing the profitability
levels and practicing sound
risk management. This in turn
is reflected in providing further
room for expansion in lending
and investments with higher
risk tolerance.

Operational ,Cyber Security, and
database management Risk

Market Risk

Liquidity Risk

2019

2020

Solvency
Risk

Financial leverage is considered one of
the key indicators for the bank’s risk
profile. Banks usually maintain a high
leverage ratio when comparing the
assets with the shareholders’ equity,
therefore, banks are bound to monitor
the leverage ratio. The leverage ratio
reached 7.7% in FY 2019/2020 —
against the minimum mandatory ratio of
3%— versus 7.1% a year earlier, and
reached 6.9% in June 2021.

June 2021

Fiscal Year

Capital Adequacy Ratio (CAR) (%)
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15.7

17.7
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14.9
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Fiscal Year

Capital Base / Risk-weighted Assets

In January 2021, the CBE has issued a
mandate
restricting
banks
from
distributing the year’s cash dividends
and/or retained earnings on shareholders
in order to support banks’ capital base to
face potential risks due to COVID-19
repercussions. However, the CBE
allowed banks to disburse profit share to
the employees and bonus to the board of
directors. In addition, banks were allowed
to
disburse
stock
dividends
to
shareholders for FY 2020.
Also, the CBE has extended the period of
banks' exemption from accounting for the
additional risk weight on the amount of
total credit loans granted to the top 50
clients and their related parties that
exceed 50% of the bank’s credit portfolio,
till the end of December 2022.

Tier 1 Capital / Risk-weighted Assets
Common Equity / Risk-weighted Assets
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Analysis of Domestic Systemically Important Banks (D-SIBs)
Domestic Systemically Important Banks (D-SIBs) constitute a large share of the total banking sector financial position23, increasing to
70.5% for FY 2019/2020. As for net loans portfolio, D-SIBs recorded a market share of 68.7%. In addition, they represented 71.7% of the
total financial investments and T-bills. Also, D-SIBs accounted for 69.8% of the total deposits and 63.2% of net profit of the banking
sector.

Development of D-SIBs Share of Some of the key items of
the Banking Sector’s Financial Position and Income
Statement (%)

39.8%

68.3

Assets

70.5
67.6
68.7

Net loans and credit facilities
Financial investments and treasury
bills

25.2%

69.6
71.7
66.6

Deposits
Equity
60.4

Net Profit

Fiscal Year 2019

Growth rates of Key Items of Financial Position for
D-SIBs in FY 2020 (%)

20.7%

20.6%

Assets

Clients' net
loans

23.5%

69.8

63.5
63.2
63.2

Deposits

Equity

T-bills and
financial
investments

Fiscal Year 2020

D-SIBs profitability ratios have been adversely impacted in FY 2019/2020 versus the previous year. This decline in profitability was attributed to
the decline in net profits by 17.4% which contributed to the decrease of both return on average assets and return on average equity in
comparison with the previous year. Meanwhile, net interest income (NII) has grown by 5.1% which was lower than the growth of the average
interest-earning assets that reached 17.5%, leading to a slight decline in NIM by 0.4%. On the asset quality side, NPLs to total loans ratio
relatively stabilized at 2.6% for end of fiscal years 2018/2019 and 2019/2020.

Financial Soundness Indicators for D-SIBs (%)
91.4
66.3

82.6

70.4

55
45

46.8 45.3

39.6
37.8

22.2

19.2
17.2

16.9
14.9

14
6.3 6.8

Capital
Adequacy

Tier 1 Capital to
Risk-weighted
Assets
Capital Adequacy

Financial
Leverage

2.5 2.6

1.5

3.8 3.4

1.1

Non-performing
Return on
Return on
Loans to Total average assets average equity
Loans
Asset Quality

Net Interest
Margin

Liquidity Ratio Liquidity Ratio
in foreign
in local
currency
currency

Profitability

Fiscal Year 2019

Loans to
Deposits

Loans to
Loans to
Deposits in
Deposits in
foreign currency local currency

Liquidity

Fiscal Year 2020

As for the liquidity ratios, the rise in portfolio investments in sovereign debt instruments contributed to the improvement of liquidity ratios in both
local and foreign currencies by 10% and 4.1%, respectively, between the 2 FY of comparison. Liquidity coverage ratio (LCR) in local currency
increased by 617.8% and reached 1522.4% in FY 2019/2020. Meanwhile, liquidity coverage ratio (LCR) in foreign currency decreased by 39.7%
and reached 157.3%. The growth rate of total loans in local currency has outpaced that of deposits by 6.4%, which contributed to the increase of
loans-to-deposits in local currency in FY 2019/2020 compared to a year earlier. Conversely, loans in foreign currency fell by 8.4%, contributing to
the decrease in loans-to-deposits ratio in the foreign currency in comparison to the previous year. Total loans to deposits (LTD) ratio reached
45.3% against 46.8% in the previous FY.

23 Domestic Systemically Important Banks (D-SIBs) are required to form additional capital requirements that range between 0.25% for 4 banks, 0.75% for one
bank, and 1% for the largest bank in the banking sector, as per FY 2019/2020.
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With the aim of enhancing banks’ risk management frameworks and strengthening their
financial position to be able to withstand any potential financial crises in a manner that
bolsters the strength and resilience of the banking sector, the CBE follows up on
international practices in the banking supervision, including Basel Committee on
Banking Supervision, to apply the best and latest practices in a manner that suits and is
commensurate with the nature of the banking sector.
In that context, the CBE is working to reinforce the banking sector through the
continuous enhancement and update of prudential regulations related to the
implementation framework of Basel requirements in line with the latest developments in
that regard in a way that results in the optimal application of such prudential regulations
to bolster the soundness, resilience, and competitiveness of the banking sector.

The CBE has issued several regulations related to Basel II and III requirements since
2012, including some of Basel III reforms (post the crisis) which is commonly referred to
as Basel IV. The CBE continues to cooperate cooperating with international experts to
level up the banking supervision capabilities especially with regard to Basel III (postcrisis reforms) for which regulations are to be issued to the banking sector in
succession and in accordance with the nature of the sector while adhering to the
specific timeline set by the Basel Committee, which was extended to 2023.

Key Recent Updates on Basel III requirements since December 2017:

First: Analysis of the Banking Sector’s
Development & Performance

Basel III Implementation Progress in Egypt
during FY 2020/2021:
Topics in the pipeline as per latest Basel updates:

01
Finalizing an updated discussion
paper on the leverage ratio
adjustments

02

Preparing guideline paper on climaterelated risks and the role of central
banks and banks

03

Preparing an updated comprehensive
discussion paper on the new
framework of the standardized
approach for measuring credit risk

04
Preparing an updated discussion
paper on adjustments to the capital
base

Introducing the new standardized approach instead of the previous approaches to
calculate the capital required to cover operational risk
Improving the approaches of credit risk including the standardized approach to be more
sensitive to risk measurement

05

Requiring Global Systemically Important Banks (G-SIBs) to hold an additional leverage
buffer
Setting a floor (output floor) on risk-weighted assets (RWA) for banks that use internal
evaluation/assessment in order to minimize banks' benefits from the capital requirement
buffers as compared to the standardized approach

Issued Prudential Regulations related to Basel III
in 2021:

Replacing the current method for calculating the credit valuation adjustment (CVA) risk
with the basic approach and the standardized approach

01

Prudential Regulations for Operational Risk
Measurement have been issued in January
2021 according to Basel III reforms issued in
December 2017” . Within the framework of the
implementation of final Basel III reforms, banks
are required to adopt the new standardized
approach instead of the basic indicator
approach to measure the operational risk. Also,
banks are provided a grace period until
December 2021 during which they continue to
use the basic indicator approach to calculate
the regulatory capital requirements for
operational risk.

02

Updated Discussion Paper for Market Risk
according to Basel III Reforms along with
Quantitative Impact Study (QIS) templates have
been issued in July 2021.

Applying regulatory adjustments on the capital base
Updating market risk measurement approaches
Updating disclosure requirements framework

Implementation Timeframe for Basel in the Egyptian Banking Sector (20122019)

December 2012
Minimum Capital Adequacy
Requirements

July 2015

Leverage Ratio

March 2016
Internal Capital Adequacy
Assessment process (ICAAP)

April 2016
Capital Conservation Buffer
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July 2016
Liquidity Risk Management
(LCR and NSFR)

Preparing a discussion paper on
disclosure requirements (pillar III)

May 2017
Domestic Systemically Important Banks
(D-SIBs)

October 2018
Managing Interest Rate Risk in
the Banking Book

April 2019
Concentration Risk Management

Central Bank of Egypt
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First: Analysis of the Banking Sector’s
Development & Performance

Future Directions
Finalize preparing the prudential regulations needed to implement the New
Central Bank and Banking Sector Law.
Focus on raising the financial and banking awareness especially educating
clients to maintain the secrecy of their personal data and account transactions
in light of enhancing the financial inclusion.
Direct banks to continuously update their cyber security systems and clients data
protection and security systems given the newly launched digital products and
services.
Enhance banks’ financial positions and capital bases which in turn provides a
cushion for risk management in light of implementing the New Central Bank and
Banking Sector Law.
Continue applying the financial inclusion concept by utilizing the digital payment
systems to attract wider segments and encourage them to enjoy the benefits of
products and services provided by the banking sector.
Enhance and improve governance systems, risk management, and internal
control practices, and internalize the risk perspective in decision making
process.
Further emphasis to be placed on testing and updating business continuity
plans (BCPs), recovery plans, and early warning systems (EWS), and carry out
stress tests and scenario analysis for different types of risks to specify the
acceptable risk level and risk mitigation process.
Continue to invest in human capital development throughout providing them
with updates of the banking industry and risk management and improve the
efficiency of asset and liability management (ALM) through availing of the
Egyptian Banking Institute (EBI).
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Despite the challenges faced by the
Egyptian banking sector due to
changes in the financial environment,
the outbreak of COVID-19, and the
continuous attempts to penetrate the
information system and databases,
the process of updating and
enhancing the sector's capabilities
persists and is being implemented
efficiently.
The
CBE
provides
guidance to banks, issues prudential
regulations that allow the banking
sector to limit its exposure to risks
that may bring along losses, also
informs them with the latest banking
industry updates that may impact the
banking sector, and takes proactive
measures. This in turn helps
maintain the sector's resilience and
liquidity levels and enables the
banking sector to contribute to the
economic growth through supporting
all economic sectors. The banking
sector is expected to keep its
strength, efficiency, and its vital role
of financing the domestic economy
and accelerating its growth rate.

Central Bank of Egypt

Second: Non-Banking Financial Sector
Developments & Performance Analysis

Section 2: Development & Evaluation of the Financial
System’s Performance

Second: Non-Banking Financial Sector (NBFS) Developments & Performance Analysis

Microfinance
Entities
3.24%
Brokerage
Companies
1.79%

Mortgage
Finance
Companies
1.83%

Private Pension
Funds
14.42%

Financial
Leasing
Companies
9.16%

Mutual Funds
10.21%

20.6%

14.9%

Financial Leasing Companies

10.2%

Securitization
Companies
1.71%

Private Insurance Funds

Postal Sector
38.19%

11.3%

Factoring
Companies
0.99%

Postal Sector

Insurance
Companies
18.13%

8.9%

Foreign
Exchange
Companies
0.17%

Public Insurance Funds
0.16%

Insurance Companies

Assets’ Growth Rate of the
Driving Sectors for Total Assets
Growth

NBFS Assets

89.8%

The NBFS is considered a major pillar of the
Egyptian financial system, as it offers diversified
advanced financial instruments for investment and
saving purposes. This enables the sector to create
sources of finance for many economic sectors
enhancing the efficiency, diversity, and depth of the
financial system. The NBFS integrates with the
banking sector, with assets representing 10.2% of
the financial system’s total assets and 12.1% of
GDP.
The NBFS maintained its performance level –
despite the challenges ensuing from the COVID-19
pandemic. Some NBFS activities even improved
from previous year, bringing the sector’s assets to
EGP 709.3 billion by the end of FY 2019/202024,
with a growth rate of 13.6%. This is attributed to the
package of prudential measures implemented by
the Financial Regulatory Authority (FRA) and the
Egyptian Exchange to contain the pandemic’s
repercussions, enhance the stability and soundness
of the financial activities and markets, limit the
default risks of clients, and facilitate their
operations.
On the other hand, the FRA tends to develop the
services of non-bank activities, aiming to diversify
financial investment instruments and develop the
financial services’ infrastructure that achieves a high
degree of digitalization. Additionally, the FRA
conducted a comprehensive structuring for the
stock exchange of SMEs due to the latter’s pivotal
role in developing and boosting production in the
different fields.

The assets of the postal and insurance
sectors account for 56.3% of the
NBFS’s assets. The growth of the
sector’s assets in 2020 was mainly
driven by the increase in total assets of
four main activities; the postal sector,
private insurance funds, financial
leasing companies and insurance
companies by 32.3%, 15.6%, 13.1%,
and 12.4%, respectively. Moreover, the
market capitalization of the listed
companies in the primary market
reached
EGP
650
billion25,
representing 11.1% of GDP.

Total Assets of NBFS & Financial Depth for each activity in FY
2019/2020

2.2

150
1.75
1.24

1.11
0.22

128.6

0.02
0.21 0.12

0.22

100

0.39
0.02 50
1.1

Government Insurance Funds

1.2

Foreign Exchange Companies

7

Factoring companies

Securitization companies

13 12.7 12.1

Brokerage companies

23

Mortgage Finance companies

65

Microfinance entities

102.3 72.4

Financial leasing companies

Post Office
Private Insurance Funds
Microfinance Entities

200

Mutual Funds

989

250

Assets to GDP ratio (Financial depth) %

Private Insurance Funds

686

Total Assets (EGP billion)

4.6

Insurance companies

Number
of Units

300

270.9

Post Office

4033

5
4.5
4
3.5
3
2.5
2
1.5
1
0.5
0

0

24 The fiscal year ends on June 30th for post office, insurance companies, and some public insurance funds, and on December 31st for the remaining NBFS
activities.
25 Market capitalization is not included in total assets of NBFS.
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Second: Non- Banking Financial Sector
Developments & Performance Analysis

1.Insurance Sector
Insurance Companies

Insurance Funds

Assets of insurance companies activity
increased by 9% by the end of FY 2019/2020

The insurance sector maintained good
performance in 2020, driven by the
economic
sectors’
outstanding
performance - despite the challenges
stemming from the pandemic. The
insurance
activity
contributes
to
mitigating risks to individuals and
economic institutions, enabling them to
recover faster. Therefore, the insurance
activity is one of the essential tools for
the stability and continuity of the insured
sectors’ activities. Moreover, the sector
carries huge growth potential, especially
with a developing economic activity that
is encountered by challenges such as
the pandemic, which elevates the
importance of insurance products and
the necessity of providing financial
protection against various risks, leading
to a more versatile economy. The value
of insurance premiums per capita
increased to EGP 399 in FY 2019/2020,
compared to EGP 355 in the previous
FY,
reflecting
the
government’s
prospective success in promoting social
insurance awareness.

This good performance was supported
by the package of prudential measures
taken by the FRA to ensure business
continuity and smooth operations. These
measures included mandating the
insurance companies to grant their
policyholders an additional grace period
- other than what is specified in their
insurance
policies
regarding
the
payment of insurance premium - to be
determined according to the type and
nature of insurance policies. It also
prompted the insurance companies’
clients to use the electronic payment
means offered by insurance companies.
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Insurance companies’ total assets reached
EGP 128.6 billion in FY 2019/2020, of which
56.4% were assets of individuals’ insurance
and funds accumulation, which recorded a
growth rate of 11.5%, against a growth rate of
5.7% for non-life insurance assets. Insurance
companies’ investments account for 83.8% of
the sector’s total assets, of which 59%
individuals’ insurance. These investments
vary between T-bills, government bonds,
banking saving vessels, stocks, nongovernment bonds, mutual funds, and other
financial portfolios.

On the other hand, total liabilities amounted
to EGP 95.3 billion at the end of FY
2019/2020,
of
which
81.1%
were
policyholders’ claims, recording EGP 77.2
billion, with a growth rate of 12%.
Also, shareholders’ equity recorded EGP
33.4 billion, declining by 4.5% from
previous FY. As for the composition, the
paid-in capital represented 36% of total
shareholders’ equity in FY 2019/2020,
followed by total reserves representing
35%. The decrease in total shareholders’
shareholders’ equity is attributed to the
decline in total reserves by 30.6%.

Distribution of Insurance Companies’
Investments in FY 2019/2020 (%)

Composition of shareholders' equity
during FY 2018/2019 & 2019/2020
(EGP billion)

Other
Investments
8.1
Investment
Certificates
and Other
Financial
Portfolios
28.8

Banking Saving
Vessels
19.2

5.6
2.1

6.6
3

T-bills and
Government
Bonds
24.9

Stocks and nonGovernment
Bonds
19.0

17

11.8

10.2

12

2018/2019

2019/2020

Net Profit Before Distribution
Retained Earnings
Total Reserves
Paid-In Capital
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Insurance Companies

In regard to performance results, the insurance premiums increased
by 14.3% till the end of FY 2019/2020 compared to previous FY. Also,
total paid claims increased by 3.6%, companies’ insurance surplus
increased by 25.4% and annual net profit increased by 17.3%.
Regarding the composition of collected premiums by non-life
insurance companies during FY 2019/2020, the medical insurance
accounted for 20.2%, followed by supplementary automobile
representing 18.4% and fire insurance representing 17.5%.
As for the total paid claims by non-life insurance companies, the
medical insurance had the largest share of 30.7%, followed by
supplementary automobile insurance with a share of 23.4%, then
petroleum insurance at 12.4%.

Individuals and funds accumulation insurance companies maintained
a remarkable surplus between collected premiums and paid claims
during FY 2019/2020, as collected premiums reached EGP 18.5
billion against paid claims of EGP 9.7 billion. Moreover, the total
collected premiums by non-life insurance companies reached EGP
21.6 billion against total paid claims of EGP 9.2 billion, during the
same year.

Insurance Funds

Main Indicators of Insurance Companies Activity in FY 2018/2019 &
2019/2020 (EGP billion)

FY

FY
2018/2019

2019/2020

Growth
Rate )%(

Total Premiums

35.1

40.1

14.3

Total Paid Claims

18.3

18.9

3.6

Insurance Surplus

4.8

6

25.4

Activity’s Net
Profits

5.7

6.5

17.3

Insurance companies grew remarkably in the first half of 2021, as
total collected premiums reached EGP 24.5 billion with a growth rate
of 32.4% compared to the first half of 2020, while paid claims
increased to EGP 11.2 billion with a growth rate of 17.3% during the
same periods.

Developments of Collected Premiums and Cumulative Paid Claims Per Activity Type (EGP billion)
22.3
16.7

13.8

10.8

10

9.4

5.9

Individuals' insurance and funds
accumulation

Non-life insurance

5.3

Individuals' insurance and funds
accumulation

January-December 2020

Non-life insurance

January-June 2021

Cumulative collected premiums

Cumulative paid claims

1. Individuals and Funds Accumulation Insurance
The capital adequacy ratio recorded 21.2% in FY
2019/2020 compared to 25.7% in previous year. The
asset quality ratio recorded 16.4%, retreating 3%
compared to previous year. This retreat was the result
of the increase in total assets by 11.5% along with the
decrease in shareholders’ equity by 5.7%.

Financial Soundness Indicators for Individuals and Funds Accumulation
Insurance Companies in FY 2018/2019 & 2019/2020 (%)
113.1
108.7

The retention ratio reached 62% in FY 2019/2020,
shedding 2.9% from previous year, which indicates a
decline in the risks retained by individuals’ insurance
companies through using reinsurance operations.

Regarding profitability indicators, the expense ratio
recorded 12.1%, retreating 1% due to the increase in
general and administrative expenses by 6.6%, which is
less than the net premiums growth rate of 15.3%.
Moreover, the return on equity gained 6.7% to record
25.3%, in light of the growth of net profits by 28.5% and
the decline in shareholders' equity.
Finally, the liquidity ratio reached 108.7% compared to
113.1% in the previous year, indicating a decline in
liquid assets as compared to total liabilities.
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64.9

62

25.7

25.3
19.4

18.6
13

Liquidity

Return on
equity
(Profitability)

12.1

16.4

21.2

Expense ratio Retention ratio Asset quality
Capital
(Profitability)
(actuarial
ratio
Adequacy ratio
deficit)

2019

2020

Central Bank of Egypt

Second: Non-Banking Sector Developments &
Performance Analysis

Section 2: Development & Evaluation of the Financial
System’s Performance

Insurance Companies

Insurance Funds

2. Non-life insurance Companies

The capital adequacy ratio recorded 55% in FY
2019/2020, with an increase of 1.9% from previous
FY - due to a decline in shareholders' equity by 4%
with relatively stable net premiums. This indicates the
decline in non-life insurance companies’ retained
implicit risk. As for the asset quality ratio, the
shareholders’ equity to total assets ratio retreated
3.8% to 38.2%, driven by an increase in total assets
and a decline in shareholders' equity.

With regard to the technical provisions adequacy
indicators, the retention ratio retreated 5.1%
recording 54.8% in FY 2019/2020. Additionally, the
ratio of technical provisions to average net claims
decreased to 404.2% from 434% in previous year.

Financial Soundness Indicators of Non-life insurance Companies in
FY 2018/2019 & 2019/2020 (%)
434
404.2

196.3
188.7

145.6
131.7
63.9
64.3
15.1

As for profitability indicators, the loss ratio increased
slightly to 47.9% in FY 2019/2020, 0.8% higher than
previous year, whereas the expense ratio retreated
0.4% to 16.4%. Accordingly, the composite of both
ratios gained 0.4% to 64.3%. Moreover, the return on
equity ratio increased 1.8% to 16.9%. Finally, the
liquidity ratio retreated 13.9%, reaching 131.7%,
while remains higher than the reference rate (100%).

Liquidity
ratio

59.8

47

54.8

47.9

16.9

Return on
equity

Combined Loss ratio Technical Technical Retention
ratio
provision to provision to
ratio
average net average net
premium paid claims

2019

53.1
42

55
38.2

Asset
quality

Capital
Adequacy
ratio

2020

As part of the FRA’s efforts to transform the insurance sector to using digital technology in issuing and distributing standard
insurance policies, with simplified subscription procedures, the FRA included the standard personal accidents insurance policy
to the list of electronically issued policies. Moreover, four companies obtained the electronic issuance license in 2020. Thereby,
39 insurance companies are currently authorized for electronic issuance, representing most of the operating insurance
companies in Egypt.
The FRA organized the electronic issuance and distribution of standard insurance policies, in collaboration with the CBE, to
allow microfinance companies and social institutions to dispense loans or receive installments through customers’ mobile
wallets. This is in addition to discussing the guidelines of the compulsory insurance system that is proposed by the FRA to
provide insurance coverage for microfinance clients against death and complete disability risks.

FRA
Role

The FRA formed a Sustainable Insurance Committee to develop a national strategy for sustainable insurance, which is
considered the first of its kind in the Arab and African regions, establishing a roadmap for incorporating sustainable insurance
principles in the insurance industry.
To improve the solvency of companies and institutions regulated by the FRA, the latter required insurance companies to form a
reserve to face the risks emanating from the application of the new Egyptian accounting standards in regard to financial
instruments. A reserve requirement of 1% of total assets will be deducted from the net profits of the financial year ending in
June 2020 after withholding tax. This requirement should be included in the shareholders’ equity and not released before the
FRA’s approval. In addition, the FRA established rules for dividends’ payout for insurance companies in order to manage
potential risks if the pandemic continues through year 2021.

The FRA compelled insurance companies to grant their policy-holding clients an additional grace period - other than what is
specified in their insurance policies regarding the payment of insurance premium - according to the type and nature of the
insurance policy. This advantage benefited more than five million insurance policyholders, which enabled the customers to
enjoy extended protection provided by their insurance policies and compensations in case the insured events occurred.
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Insurance Companies

Insurance Funds

The FRA maintained the performance of the NBFS, including the insurance funds sector, as indicated by the sound
performance indicators of the sector. Insurance Funds – which comprise public and private insurance funds – are considered
one of the saving instruments that are bundled with insurance products.

Public and private funds achieved positive asset growth rates in 2020
Private Insurance Funds

Public Insurance Funds

10.4%

Public funds’ assets increased by 10.4%
to reach EGP 1.1 billion.

Private funds’ assets grew by 15% to
reach EGP 102.3 billion.

15%

Private Insurance Funds’ Investments

Public Insurance Funds'
Investments

Insurance Funds’ Reserves

Investments constitute the largest share of
private insurance funds’ assets, representing
83.7%, and growing by 12.9%. Investments are
concentrated
in
government-guaranteed
securities which comprise 83%, including
investment certificates representing 68.8% of
total investments.

Investments comprised 68.8% of
public insurance funds’ assets.
The investments increased by
3.9% in 2020.

Insurance funds’ reserves increased.
The reserves of private insurance funds
increased by 15.8% to reach EGP 96.6
billion, while, those of public insurance
funds increased by 10.3% to record
EGP 555.2 billion in 2020.

Private Insurance Funds Assets

Surplus of Public Insurance Funds’
Activity

Others
The surplus of public insurance funds’ activity
increased by 48.3% to reach EGP 111.7
billion by the end of 2020.

83.7%
Investments
Insurance funds’ performance was resilient to the pandemic’s ramifications, as assets, investments, and return on investments
continued to grow in 2020. Also, the good performance continued through the first half of 2021 as private insurance funds’
investments increased to EGP 6.2 billion from EGP 4.9 billion in the same period of the previous year, recording a growth rate of
28.2%.

Assets
10.4%

Developments of Key Indicators for Private Insurance Funds in
2020

1

Assets reached EGP 102.3 billion in 2020 with a growth
rate of 15%.

2

Subscriptions reached EGP 10.5 billion with a 18.9% growth rate.

Return on
Investment
9.7%

3

Insurance benefits reached EGP 9.9 billion with a 15.5% growth
rate.

4

Return on investments reached EGP 12.2 billion with a 21.9% growth rate.
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Investments
3.9%

Annual
Growth rate of
Key Indicators
for Public
Insurance
Funds
Technical
provisions
3.8%

Expenses
6.9%
Claims
-11.1%
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2. Postal Sector 26
The post office authority continued to operate regularly while taking precautionary measures to limit the spread of COVID-19 virus and
safeguard employees and customers. In light of enhancing financial inclusion and promoting insurance awareness, the authority
exempted pensioners from fees on opening new accounts starting from September 2020. Also, the National Postal Authority and the
Insurance Federation of Egypt signed a collaboration protocol that aims to provide a package of insurance services to all economic
sectors through post offices across the country. In addition, the authority announced the ban of handling funds, cheques, and tradable
instruments inside parcels - whether sent or received - following the Ministerial Resolution No. 749 of 2020, with regard to the full
compliance of the National Postal Authority with national legislations on combating money laundering and financing terrorism.

Postal sector’s assets reached EGP 270.9 billion by the end of FY 2019/2020, with a growth rate of 11.3%

9.5%

Postal
sector’s
assets growth
rate

11.3%

Customers’ balances in the postal sector
reached EGP 223.9 billion.

3.5%

Current accounts reached EGP 136.9 billion.

7.5%

Disbursed pensions reached EGP 84.2
billion, which serves 64.7 million
beneficiaries.

Payments and Receipts through postal ATMs in FY 2019/2020
Payments: EGP 5.3 billion

Savings held by the postal sector reached EGP
456.5 billion in FY 2019/2020, of which saving
fund deposits constitute 70%.

Receipts: EGP 8 billion

The sector’s total revenues recorded EGP 1 billion,
while total expenses recorded EGP 185.7 billion in
FY 2019/2020.

Savings
Total domestic parcels reached 1.6 million parcels.

Others

The number of post offices reached 4033 in FY
.
2019/2020.

70%
Savings fund deposits

26 The postal sector is subject to the supervision of the Ministry of Communications and Information Technology.
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3. Investment Funds and Securities Brokerage Companies:

The sector’s total assets recorded EGP 72.4 billion at the end of 2020, with a growth rate of
13.5%

79% of 114
funds

Founded by banks

0.6% of total
assets

Investment Funds in
Foreign Currencies

Twenty investment funds were established as shareholding companies

This includes three private
funds with net assets of EGP
687 million at the end of 2020,
compared to two private funds
with net assets of EGP 600
million at the end of 2019.

Investment funds reached 114
operating funds, in addition to
three underwriting funds

Key
Indicators of
Investment
Funds in
2020

Two funds founded by
investment manager company

Five investment funds founded
by insurance companies

Open funds are concentrated in
equity funds and money market
funds
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9 closed funds

11 open funds

Number of securities brokerage companies reached
135 companies, with total assets of EGP 12.7 billion at
the end of 2020, recording a growth rate of 26.8%.

Money market funds’ achieved an average rate of
return of 10.6% in 2020, since these funds depend
mainly on fixed income instruments such as bonds
and treasury bills, and are therefore not affected by
stock exchange movements. Assets Allocator funds
category witnessed a significant decline by an average
rate of 9%, against an increase in capital guarantee
and protection, and a slight rise in the foreign currency
funds category by an average rate of 0.6%.

On the contrary, equity funds were affected by the
pandemic’s repercussions, which affected the stock
price movements in the Egyptian stock exchange. The
prices of equity funds’ certificates declined by a rate
that ranged between 5.25% and 16.71%.
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4. Non-banking Financing Institutions (NBFIs):

The NBFI’s total assets reached EGP 120.1 billion in 2020, with an
annual growth rate of 22.8%. The NBFIs include mortgage finance,
microfinance, financial leasing, consumer finance, securitization,
factoring, and movable collateral registry.

Mortgage
Finance

Microfinance

Financial Leasing

Mortgage finance companies’ total assets
reached EGP 13 billion at the end of 2020
with an annual growth rate of 30%.

To alleviate the pandemic’s repercussions on the financing
activities, the FRA demanded the financing institutions to take
the necessary flexible considerations when activating the
restructuring mechanisms for non-performing funds to avoid
potential default, according to a case-by-case study permitting
convenient repayments relative to client’s current capacity.

Securitization

Movable Collateral
Registry

Granted mortgage finance by
purpose in December 2020 (%)
Other
purposes

Total
granted
mortgage
finance increased in 2020 to
EGP 3.4 billion, with an
annual growth rate of 30%.

9.2%
Housing
90.8%

Total
Granted
Finance
Total
granted
mortgage
finance increased in the first
half of 2021 to EGP 3.1 billion,
with an annual growth rate of
175.2%.

The average payment period decreased
to 13.1 years from 13.3 years.

Also, the average ratio of loan to property
value (LTV ratio) retreated 1.2% to reach
54%.

Mortgage
Finance
Outstanding
Balance
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Mortgage
finance
outstanding
balance
increased to EGP 8 billion
in December 2020 with an
annual growth rate of
30.3%.
The
balance
continued
to
increase
reaching EGP 9.9 billion in
June 2021, with an annual
growth rate of 51.8%.
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Mortgage
Finance
Contracts

The
number
of
mortgage
finance
contracts increased to
nearly three thousand
contracts in the first half
of 2021 compared to
nearly 1.4 thousand
contracts in the same
period of the previous
year.

Consumer
Finance

Factoring

The CBE sought to promote
mortgage finance by launching
several initiatives to finance low- and
middle-income
households
with
easier lending criteria and lower
interest. A mortgage finance initiative
was launched, allocating an amount
of EGP 100 billion, through banks or
mortgage finance companies, to
finance the purchase of housing
units, by low- and middle-income
households at a decreasing interest
rate of 3%, for a duration of up to 30
years. Likewise, the credit to real
estate companies revived in mid2021, driven by markets’ recovery
and the decline in interest rates on
banks’ saving products.

Credit to large companies was not
significantly affected, backed by
banks’ confidence in their repayment
capacity. Additionally, the current
crisis directed citizens towards large
companies, trusting their commitment
to deliver the units despite the
pandemic’s repercussions, unlike
startup and medium real estate
companies. This enhanced the large
real estate companies’ ability to
generate revenues throughout the
crisis, and obtain new credit from
banks supported by their repayment
capacity.
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4. Non-banking Financing Institutions (NBFIs):

Mortgage
Finance

Microfinance

Financial Leasing

Microfinance represents a primary tool to
promote the contribution of low-income
segments to economic activity by providing
finance for economic purposes – either
production, services or commercial - which
decreases unemployment and improves the
incomes of the poorest households, in addition
to upscaling investments in the economy.
Microfinance contributed to widening the
beneficiary base of financial services, thus
raising rates of financial inclusion in 2020.

Securitization

Movable Collateral
Registry

Microfinance by Activity in 2020 (%)

Agricultural
18%
Services
14%
Production
7%

Commercial
61%

Microfinance total assets increased to EGP 23
billion at the end of 2020, with an annual growth
rate of 15.1%.
Finance
Contracts
and Outlets

The first half of 2021 witnessed an
increase in the volume of granted
finance to around EGP 3.1 billion,
with an annual growth rate of
175.2%.

Microfinance
Outstanding
Balance

The
outstanding
microfinance
balances increased to EGP 19.4
billion with a growth rate of 17.2%.
The balances are concentrated in
individual financing which constitute
a share of 83%. The female
segment represents 62% of total
beneficiaries, which indicates the
activity’s contribution to enhancing
financial
inclusion.
Total
microfinance balances continued to
increase to reach EGP 22.5 billion in
June 2021.

The pandemic’s repercussions have
spurred a contraction in demand for
loans from the market side and the
deferral of installments from the policy
side, leading to a decline in profitability
indicators, as the return on assets (ROA)
for both companies and associations
retreated 2% during 2020. Also, the return
on equity (ROE) declined 8% for
companies and 6% for associations.
Besides, the quality of the microfinance
portfolio was affected as the ratio of Past
Due Loans for more than 30 days
increased from 1.1% in 2019 to 3.4% in
2020. In addition, the debt write-off rate
increased from 1% in 2019 to 2% in 2020.

Consumer
Finance

Factoring

As part of the presidential initiative “Hayah
Karima” or “Decent Life” – which aims to
improve citizens’ living standards in the
most underprivileged villages by promoting
employment. The initiative targeted 143
villages in the first phase, reaching 375
villages in the second phase during year
2020. Microfinance activity had a significant
role as beneficiaries increased to 71.2
thousand, 58% of which are females. The
outstanding microfinance balances reached
about EGP 968 million, where females
constitute 48.3%. Moreover, microfinance
activity created around 122 thousand job
opportunities in these villages for both
males and females. Companies and
commercial activity accounted for the
largest share of beneficiaries and finance
balances of the initiative during 2020.

Microfinance Profitability
Indicators in 2020

Return on Assets

Companies 7%
Associations 6%

Return on Equity

Companies 40%
Associations 13%

The microfinance activity witnessed an increase in non-cash transactions as the electronic receipts of loan
installments increased to EGP 1.2 billion paid by 519.6 thousand clients, and the electronic payments for
loan disbursements reached EGP 1.9 billion to 129.3 thousand clients by the end of 2020.

Electronic
Transactions
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The portfolio’s size of the nano-finance product - provided by microfinance companies - increased from
EGP 650 thousand to EGP 790 thousand by the end of 2020. Also, the number of beneficiaries increased
from 2.7 thousand clients to 3.4 thousand clients at the end of 2020. In addition, males and services
activity constituted the largest share of clients and finance balances. This product relies on digital
technology aiming to support the most underprivileged, who are classified within the poor segment,
thereby enhancing financial inclusion.
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Mortgage
Finance

Microfinance

Financial Leasing

Total activity’s assets reached EGP 65
billion at the end of 2020, with a growth
rate of 20.6%.

The value of finance
contracts reached nearly
EGP 58.9 billion in 2020,
with an annual growth rate
of 5.4%. It continued to
increase during the first
half of 2021, with an
growth rate of 38.7% from
same period in previous
year. Also, the number of
contracts grew by 53.6%
reaching 1832 contracts.

Finance
Contracts

Securitization

Factoring

The declarations on movable assets
amounted to EGP 738 billion at the
end of 2020, with a growth rate of
16.1%.

The activity’s total assets reached EGP 12.1
billion at the end of 2020, with a growth rate
of 40.7%.

The number of declarations increased
to 69.3 thousands, with a growth rate
of 79.5%, conducted by 81 entities
including
banks,
microfinance,
leasing,
factoring and retail
companies, in addition to international
financing entities, and Egyptian
individuals.
The tangible and
intangible assets of a commercial
store account for 59.4% of total
declarations of movable collaterals.

The value of securitized bonds issued by
securitization companies increased by 9% in
2020 reaching EGP 24.1 billion. In the first half
of 2021, the value of issued bonds recorded
EGP 4 billion compared to EGP 3.3 billion in
the same period of previous year.

Financial Leasing Contracts by Activity
in 2020 (%)

Types of Movable Collaterals via
the Electronic Registry in 2020
(%)

All types of cars
6.5%

Machinery and
Equipment
3.8%

Consumer
Finance

Movable Collateral
Registry

Total Bank
Accounts
19.9%

Inputs Used in Production
of a Commodity
0.8%

Others
6.5%

Land and Real
Estate
83.2%

Mortgage
Finance

Microfinance

Tangible
Assets
19.9%

Financial Leasing

The consumer finance sector witnessed a pronounced
development since the beginning of the year, with the
establishment and entry of new entities to the sector,
the reconciliation of currently operating companies, and
the submission of applications for required licenses
from the FRA. The sector’s active developments are
attributed to two main factors:
Firstly,
the
pandemic’s
repercussions
increased consumers’ uncertainty regarding
future conditions – especially with recurring
pandemic waves – and their desire to sustain
their financial liquidity as much as possible. In
addition, the incomes of a broad segment of
consumers have been affected, which led
them to finance their needs by installments.

The existence of a law that governs consumer
finance – law no. 18 of year 2020 under
FRA’s supervision – that will double the
citizens’ purchasing power and allow them to
set repayment terms that are suited to their
incomes.
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Securitization

Movable Collateral
Registry

Providing protection for all parties and
clients.

Consumer
Finance

120

112

2

103 1.7

1.6

100
Easing
the
procedures
for
companies to borrow from financial
institutions for financing the working
capital.

Factoring

Consumer Finance Business
Indicators in 2021

The law promotes the activity
through three pillars
1

Assets of a
Commercial Store
59.4%

91

80

1.2
1

60

0.8
0.6

Tax privileges.

0.4

20
In addition, the government’s initiatives and endeavors
to support financial inclusion and digital transformation
benefit consumer finance companies, especially in light
of their reliance on online selling and payment services.
The three largest companies accounted for 58.4% of
consumer finance market shares in August 2021.

1.6
1.4

1.2

40
3

1.8

0.2

0

0
June

July

August

2021
Number of clients (thousand clients)
Finance value (EGP billion)
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4. Non-banking Financing Institutions (NBFIs):
Mortgage
Finance

Microfinance

Securitization

Financial Leasing

Activity’s total assets increased to EGP
7 billion with an annual growth rate of
32.1% at the end of 2020.

Aggregate
Factoring provides working capital
and accelerates its turnover by
factoring short-term receivables.

Discounted
Securities

16

Factoring

Total value of discounted securities
increased by 6.8% to reach EGP
11.3 billion in 2020, which are
concentrated in domestic factoring,
and vary between recourse and nonrecourse factoring. In addition, debit
balances resulting from factoring
increased to EGP 6.9 billion in 2020,
with an annual growth rate of 31%.

Domestic

Factoring Activity’s Business Indicators in 2020

Consumer
Finance

Movable Collateral
Registry

Domestic factoring reached EGP 9.8
billion, with a growth rate of 17%.

International

International factoring reached
EGP 1.5 billion, concentrated in
exports factoring with a share
of 71.3%.

40%

31.0%

14

30%
17.0%

17.0%

12

20%

10

10%

6.8%

-1.0%

8

0%

6

-10%

4

First Half
of 2021

-20%
-32.0%

2

-30%

1.5

9.8

5.6

5.7

6.9

11.3

International
factoring

Domestic
factoring

Non-recourse
factoring

Recourse
factoring

Debit
balances

Total invoice
factoring

0

Total
value
of
discounted
securities continued to grow
through the first half of 2021,
reaching EGP 8.3 billion in June
2021, with an annual growth rate
of 92.6%. Similarly, debit balances
increased by 47.5% to reach EGP
8.4 billion in June 2021.

-40%

EGP Billion

Growth rate

5. Foreign Exchange Companies Sector
Profitability Indicators of Foreign Exchange
Companies in 2019 & 2020 (%)

Companies’ total assets reached EGP 1.16 billion at the end of December 2020,
with an annual growth rate of 6.5%.
The number of operating foreign exchange companies reached 70
companies in 2020.

10.4%

Fixed assets account for 18.7% of total assets.

8.8%
6.5%

Total equity decreased by 5.6%, reaching EGP 0.9 billion in 2020.

5.1%
The decline in the sector’s net profitability in 2020 by 38.8% led to a
decrease in the profitability indicators. Specifically, the return on assets
dropped 3.7%, and the return on equity retreated 3.9%.

2019
Return on Assets

2020
Return on Equity

Foreign Exchange Companies’ Business Indicators
Turnover rate 83
times
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Sales value EGP 59 million

Growth rate of investments 5.1%
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6. Capital Market Sector
The Egyptian Exchange experienced a varied performance in 2020 compared to 2019, affected by the COVID-19 pandemic’s
ramifications as the value of primary market-issued securities, the main index “EGX30” and market capitalization decreased.
On the contrary, EGX100 EWI increased driven by the increases in SMEs stocks, and liquidity improved as the trading value
increased.

16.7%

Primary
Market

Stocks Issuances
(Equity shares + Capital
increase )

14.5%

9%

Bonds Issuance

The total value of issued securities reached EGP 187.3
billion, decreasing by 14.5%.

Secondary
Market

Issued stocks recorded EGP 115.9 billion
decreasing during 2020 by 16.7%. Also,
Initial Public Offerings (IPOs) worth EGP
202.3 million were issued in 2020 compared
to EGP 5.1 million in 2019. The IPOs are
mainly private with a share of 95%.
Meanwhile, the acquisition of foreign
investors in IPOs accounted for 6.7% of total
offerings compared to 67.4% in 2019.
The value of issued securitized bonds
increased to EGP 24.1 billion at the end of
2020, with a growth rate of 9% - despite the
pandemic’s repercussions. The issued
securitized bonds and corporate bonds
amounted to EGP 24.6 billion. In addition,
Sharia-compliant Sukuks worth EGP 5.1
billion were issued in 2020, creating an
attractive and dynamic market for bonds
and Islamic Sukuks that provides several
financing alternatives to non-banking
financial companies.

Main EGX30 Index
(denominated in EGP)

It decreased to 10,845 points in 2020, by a rate of
22.3%. The index declined during the first and second
quarters of 2021 by 2.5% and 2.9%, respectively,
closing at 10256.6 points in June 2021.

Main EGX100 EWI Index

Increased to 3099 points with a growth rate of 42%.
The index continued to increase reaching 3279 points
in June 2021.

NILEX/Tamayuz Index

Value of Issued Securities

NILEX, the index for SMEs market, increased to 1048
points in December 2020 with a growth rate of 117.2%.
Tamayuz index was introduced to replace NILEX, and
recorded 2406 points in June 2021.

Growth Rates of Egyptian Exchange Indices in 2020

219.1
187.2

EGX 100 index
139.2

42%

115.9

57.3

46.7

22.5

24.6

2019

2020

Total value of issued stocks (Equity shares + capital increase)
Total (adjusting nominal value and reducing capital)

EGX 70 index

69%
EGX 30 index

-22%

Value of issued bonds
Total
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New Indices: (EGX 70 EWI, EGX 100 EWI
and Tamayuz)

Monthly developments of EGX 30 Index and Market Capitalization
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Also, the Egyptian Exchange divided the SMEs
market into two markets. The first is the "Tamayuz"
market, which includes the companies of best
financial and operational performance. The second
is the Nile market, which includes the rest of the
companies. The new index was launched,
including the listed companies in “Tamayuz“, and
will be used to measure market developments.

20000
18000
16000
14000
12000
10000
8000
6000
4000
2000
0
January

The Egyptian Exchange managed to launch
several new market indices during 2020, such as
EGX 70 EWI and EGX 100 EWI, to balance the
price changes’ impact of companies’ stocks
comprising both indices. An equal relative weight is
assigned to each listed company in the index,
which allows for diversifying measurement tools of
the
market’s
performance,
and
better
accommodates investors’ needs.

2021

Market Value (EGP billion) [left axis]

Market Capitalization
Market capitalization reached EGP 649.9 billion in 2020, declining by 8.1%, taking into account the market capitalization of companies that
were delisted during the year, with an estimated value of EGP 8.4 billion. In the first quarter of 2021, the market capitalization showed steady
performance, recording the same closure value of 2020, while improved during the second quarter to reach EGP 667.3 billion.
Also, the bonds’ market capitalization witnessed a significant improvement during 2020. It grew by 67.6%, reaching EGP 1641 billion compared
to EGP 979 billion in 2019, with a tendency to lengthen the maturities of sovereign securities.

Historical Volatility of EGX 30

Annual Trading

As for the trend of the historical volatility index, the index declined
from 45.5 points in March 2020 to 24.8 points in end of June 2020.
It continued to decrease until the end of the fourth quarter to reach
15.4 points due to the slight changes in EGX30 and the rise in
market capitalization and trading indicators. The index remained at
a low level in the first half of 2021 to settle at 15.6 points in June
2021. Thus, the index’s trend reflects the stability of the stock
market performance indices during the first and second quarters of
year 2021, as a result of the Egyptian Stock Exchange’s prudential
measures to contain the pandemic’s repercussions.

Trading value increased to EGP 689.6 billion in 2020, with an annual
growth rate of 68%. The growth was mainly driven by an increase in
bonds’ trading value to EGP 378 billion, by a rate of 107%. Egyptian
treasury bonds accounted for 99.8% of the bonds’ trading. Moreover,
the stocks’ trading value increased by 37% during the year to EGP
311.6 billion, as the exchange-trading value increased by 42.1%,
whereas the over-the-counter (OTC) trading value increased by 7%.
The first half of 2021 witnessed a total trading value of EGP 463.3
billion with a growth rate of 20.9%.

Developments of Annual Trading Value (EGP billion)

Historical Volatility of EGX 30 Index (point)
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The average monthly trading value increased during 2020 to
EGP 57.5 billion from EGP 31.4 billion during 2019. Also, the
stock turnover ratio gained 15% reaching 42.3% in 2020.
However, the average coupon rate of return retreated 1.4%.

2021
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Developments of Price-to-Earnings (P/E) Ratio and
Average Coupon’s Rate of Return in 2020

Second: Non-Banking Sector Developments &
Performance Analysis

Performance of Sectoral indices in 2020 (%)
Paper & Packaging

8

10.6

8.5

6.4

99

IT, Media & communication services

88

Contracting & construction engineering

54

Textiles & durables

40

Industrial goods, services & Automobiles

18

Educational services

Average Coupon’s Rate of Return
(%)

P/E Ratio

2019

Trade & Distributors

2020

As for the leverage ratio, the total debts to total assets ratio
gained 2.3% to 19.4% during 2020.
Regarding profitability indicators, both the return on assets
(ROA) and the return on equity (ROE) retreated 0.5% and 2.2%,
respectively, during 2020 compared to previous year.

Financial Indicators for EGX30 Listed Companies (%)
1.1

1.0

12.5
14.8
11.5

17.3

12.0

2018

0

Real estate

-3

Travel & Leisure

-4

Basic Resources

-6

Non-banking financial services

-12

Banks

-18

Food, Beverages & Tobacco

-18

Health care & Pharmaceuticals -22

Sectoral Performance
Regarding sectoral indices, the highest growing sector in 2020 was
the Paper & Packaging sector with a growth rate of 98.6%, followed
by IT, Media & Communication Services sector with a growth rate of
88%. On the other hand, the most contracting sector was Health
Care & Pharmaceuticals sector which declined by 22.3%, followed by
Food, Beverages and Tobacco sector contracting by 17.8%.

19.4

17.2

2.8

4

Building materials

The liquidity ratio stabilized at around 1 during 2019 and 2020.

21.4

10

Shipping & Transportation services

Financial Performance Analysis of Listed Companies in
the Stock Exchange

1.0

15

2.3

2.8

9.9

2019

2020

Net Profit Margin

ROA ratio

ROE ratio

Total Debt to Total Assets

The market capitalization of Banks sector accounted for 26.2% of the
total market capitalization of the main market in year 2020, followed
by the Basic Resources sector with a share of 11.2%, while the Real
Estate sector came in third place with a share of 10.7%.
As for the total stocks’ trading value, the Real Estate sector
accounted for 19.4%, followed by Banks and Non-bank financial
services sectors with a share of 14.8% for each, then the Basic
Resources sector with a share of 10%.

Liquidity ratio

The financial and monetary decisions that were taken as part of a stimulus package for the Egyptian economy contributed to
containing the pandemic’s repercussions and limiting its impact on capital market performance in 2020. These measures
included cutting taxes on stock market transactions, postponing capital gains taxes on stock market transactions for one
year, while permanently exempting non-residents, and allocating EGP 20 billion by the CBE to support the stock market.

FRA
Role

The Stock Exchange management adopted a package of measures that involved the development of the technological
infrastructure, in order to provide investors with higher trading flexibility. To this end, the E-magles service was introduced,
which is a voting system used to facilitate the virtual holding of meetings for the board and general assembly, to ensure
business continuity and restrict gatherings to avoid COVID-19 spread.
Moreover, an updated treasury bonds trading system was developed to provide a connecting feature between the clearing
house and the Stock Exchange to ensure the availability of funds before executing the sales transaction. Also, the procedures
of purchasing treasury stocks were simplified, resulting in the purchase of treasury stocks by 25 companies during year 2020.
Also, an Egyptian Commodity Exchange was established in September 2020.
Furthermore, the FRA permitted the use of the consolidated account mechanism in trading the stocks of SMEs. In addition, it
took a package of measures to develop the SMEs market, which resulted in the increase of the total trading value to EGP 1.3
billion in 2020 compared to EGP 525 million in 2019 with a growth rate of 148%.
The selection criteria of eligible securities for the short-selling mechanism have been developed, which led to the increase in
the number of eligible securities from 30 to 49 securities. Also, the FRA permitted the maker of the trading index funds market
to place orders while unconstrained by minimum quantities, to promote the maker’s role in creating a market for this important
financial instrument. In addition, the mechanism of temporary trading suspension was cancelled in the event of a market
upturn, and confined to events of market downturn in accordance with the international best practices.
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Third: Stress Testing the Financial Sector

Stress Testing the Financial System
Stress testing is considered as as one of the most important micro- and macro-prudential policy analytical and early warning tools used to
detect the vulnerabilities in financial systems, that may lead to systemic risks causing disruption to financial stability.
It plays an important role in assessing the extent to which financial institutions are able to withstand various types of risks and shocks under
the assumption of adverse exceptional conditions with low probability of occurrence, to measure the impact of these risks on the banking
sector’s profitability, capital adequacy, and liquidity indicators, in addition to some of the non-banking financial sector’s indicators.
In this context, stress testing has been applied to every component of the Egyptian financial system in order to assess the ability of both the
banking sector and the non-banking financial institutions to absorb the losses that may result within the hypothetical scenario of the continuity
of the negative repercussions of the COVID-19 pandemic, and a simulated scenario of risks related to climate and environmental changes, in
order to assess if the regulatory bodies – represented by the CBE and FRA - need to adopt precautionary measures to contain such
consequences.

First: Stress Testing the Banking Sector: Hypothetical scenario for economic and financial consequences in
context of the continued pandemic repercussions and climate change related developments
Stress In context of the fourth wave of COVID-19 pandemic, a slowdown in GDP growth in FY 2021/2022 was assumed, while
Testing
continuing to achieve a positive growth rate, due to the diversity of the Egyptian economic activities.

Slowdown of Several
Economic sectors

Decline in domestic Consumption
and Investment

Decline in financial performance of large corporates, small and microfinance projects, and in personal incomes, thus
negatively impacting the retail sector
The continued pandemic repercussions leads to a
The recovery of the global economy is
temporary increase in the public budget deficit may
assumed
to
cease
as
well
as
a
decline
in
External
temporarily increase during FY 2020/2021 as a result of
its growth rates, and a disruption of
Sector
the government’s measures to contain the pandemic
global supply chains associated with a
Government
repercussions, which includes increasing levels of public
slowdown in trade and tourism sectors,
Sector
spending directed to support the healthcare sector, in
and the retreat of global demand
Financial
addition to the decrease in tax revenues due to the
Performance
negatively affected economic sectors, which also results
in a temporary increase in the ratio of government public
The decline in global oil prices may
debt to GDP during the same year.
Oil Prices cause a reduction in exports - especially
petroleum exports – and workers’
Such developments may lead to the increase in the fiscal
remittances.
budget deficit and rise in the government’s financing needs
and debt service ratios which adversely affects investors’
confidence in the government's ability to repay its debt,
Credit
possibly resulting in higher CDS spread, downgrade the
Rating
The
manufacturing
sector
-which
country’s credit rating, and affecting the liquidity of
depends on imported inputs– is affected
government’s securities as well as the run-off of the
negatively due to the disruption in global
Manubanking sector’s deposits.
supply chains, as well as the industries

facturing that rely on exporting a large proportion

of their production, as a result of the
continued decline in global demand.
Suez
Canal,
Tourism,
and
Aviation
Sectors

A decline in Suez Canal, tourism, and
aviation revenues, as a result of the
slowdown in global trade and tourism
sectors.

Climate
Change

Foreign Foreign capital outflows from emerging
Investment markets, including Egypt, due to the
increase in investors’ uncertainty globally.
Current
Account
Deficit to GDP

Foreign
Currency
Earnings

Climate changes27 are assumed to affect several sectors because of direct financial losses, or the cost of the
transition to a “green economy” to limit environmental risksfor example, agricultural and tourism sectors, energy, and
manufacturing sectors that result in carbon and waste
emissions, in addition to the construction sector due to the
application of new building standards. Moreover, the
healthcare sector is affected because of the increase of
medical expenditures, and the public sector as a cause of
the rise in the cost of investment in the damaged
infrastructure. This could also be the source of financial
risk in the financial system emanating from the increase in
written-off debts, and the paid insurance claims, thereby
limiting the profits of the financial system.
Deterioration in
the financial
account position
in the balance of
payments

Raising
interest
rate
Rise in cost
of public
debt service

27 This was taken into consideration, especially in the context of the CBE's orientation towards establishing the concept of sustainable
financing, because of its prominent role in supporting financial stability, and setting directions regarding the requirements of its application
in the banking sector.
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The previously mentioned scenario assumptions for stress testing were applied on the macro-level to the top 15 banks that
represent 84.7% of the total assets of the banking sector. Such sample includes various banking sets -among them are the
DSIBs-, public sector banks, private banks, specialized banks, and banks dominated by Islamic banking activities. These banks
recorded a capital adequacy ratio (CAR) of 18.9% as of June 2021, and a level of tier one capital to risk weighted assets of
16.6%, versus 19%, and 16.8%, respectively for the banking sector.

Stress Tests were applied to the banking sector using two scenarios that vary in their degree of severity (the
baseline and the severe scenarios)

Tier one capital to risk
weighted assets as of
June 2021

CAR as of June 2021
19
%

16.8
%

18.9%

16.6
%

Top 15 banks
The banking sector

The applied stress tests can be classified into solvency stress tests that cover credit risk, concentration risk, market risk, and
operational risk, in addition to liquidity risk, and contagion risk resulting from the interconnectedness among domestic banks
through the interbank market.

Solvency
risk
Credit
risk

Liquidity
risk

LCR

Contagion
risk

Interconnectedness
between domestic
banks

Concentration
risk
NSFR
Market
risk

Operational
risk

Liquidity
cash
flows

In this context, several types of stress tests were applied to assess the ability of the banking sector to absorb the losses resulting
from the shocks posed by the continuity of the negative repercussions of the COVID-19 pandemic, in addition to the impact of
climate changes, through evaluating the impact of such losses on the CAR, and the ratio of tier one capital to risk weighted assets,
and both LCR and NSFR.

28 The scenario of macroeconomic and financial risks - on which the applied stress tests assumptions are based upon – doesn’t
act as a forecast to macroeconomic performance, rather it represents a simulation for the exposure of the economy to a number
of internal and external shocks of low probability of occurrence.
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1. Credit Risk
Credit risk stress tests entail sovereign credit risk arising from banks’ investments in government securities, in addition to credit
risk of credit facilities portfolio of the non-financial large and medium corporate, and the credit portfolio of microfinance and small
enterprises, in addition to the retail credit portfolio that includes consumer loans and retail mortgage loans.

1.1. Sovereign Credit Risk
Following the Basel Committee’s proposal to review the preferential regulatory treatment of government securities:

BBB-

Applying risk weights that range between 7% and 9% for
sovereigns that have a credit rating below (BBB-)

Investments in Government Securities to Total Banking Sector Assets
The investments of the banking sector in government securities, that include treasury bills and bonds issued by the
Egyptian government, represent 34.4% of the total sector’s assets in June 2021, as they are zero risk weighted compared
to other financial assets, in addition to their elevated level of liquidity.

39%
34.4%

٪30.1

June-2020

Local
Currency

June-2021

In context of the macroeconomic and financial risks’ scenario, and the associated decline in the financial performance of the
government financial sector, as well as the decline in the country’s credit rating, risk weights are applied to sovereign
exposures, that include investments in government securities in local currency.

Sovereign
Credit
Risk

Increasing the risk
weight applied to
investments in
government
securities in local
currency from
zero% to:

Baseline Scenario

7%

Severe Scenario

9%

29 Sovereign entities include the treasury, government administration, local governments, and service agencies.
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Impact of COVID-19 Pandemic

Climate Change

Corporate portfolio stress tests were conducted based on the
scenario of higher probability of default, thereby decreasing the
weighted credit portfolio risk rating of a certain percentage of
loans and credit facilities for companies in the various economic
sectors affected by the negative consequences of the pandemic.
According to the degree of risk exposure of the sector, there are
highly vulnerable sectors such as tourism and transportation &
aviation, medium vulnerability such as: petroleum, natural gas,
petrochemicals, and food & beverages manufacture & trade.
Meanwhile, there are sectors of low vulnerability such as:
medicine
manufacture
&
trade,
healthcare,
and
communications.

A scenario of higher credit risk level resulting from climate
changes was applied, based on the assumption of the
deterioration of the weighted credit portfolio risk rating of a
certain percentage of loans and credit facilities for high
vulnerable sectors like agriculture, tourism, tobacco
manufacture & trade, besides the medium vulnerable sectors
such as: construction & building, petroleum & natural gas,
petrochemicals, fertilizers, metals manufacture and trade, and
trade of plastic, ceramics and marble.

Baseline One
notch
Scenario
the

COVID-19
Pandemic
Scenario

Decline
in
creditworthiness of 100%
of credit facilities for highly
vulnerable sectors, and
50%
for
medium
vulnerable sectors, by:

Climate
Change
Scenario

Severe
Two
Scenario notches

Decline
in
weighted
creditworthiness risk rating of 50%
of facilities utilized by highly
vulnerable sectors -greatly affected
by climate and environmental
changes, such as agriculture and
tobacco manufacture & trade,
while 25% of credit facilities utilized
by medium vulnerable sectors
decline, such as: construction &
building, petroleum & natural gas,
petrochemicals and fertilizers, by:

Baseline One
Scenario notch

Severe
Two
Scenario notches

“The Impact of COVID-19 Pandemic and Climate Change on Economic Sectors under the Assumed Risk Scenario”
COVID-19 Pandemic

Petroleum and
Natural Gas

Iron & Steel

COVID-19 Pandemic

Other
Chemical
substances’
manufacture
and trade

Electricity

Textiles

Tourism

Plastic
manufacture
and trade

Transportion & Aviation

Building
materials

Construction &
Building

Electric and Home
equipments’
manufacture and
trade

Vehicles

Food &
Beverages

Art & creativity

Fertilizers

Financial
Intermediation

Educational and
Cultural activities,
and Education

Services

Metals’
manufacture
and trade

Paper manufacture
and trade

Climate Change

Agriculure & Forest
Exploitation
Tourism

COVID-19 Pandemic

Tobacco
Soap & disinfectants’
manufacture and trade
Information and
Communication
Medicine manufacture and
trade
Weapons’ manufacture
and trade

Climate Change
Soap & disinfectants’
manufacture and trade

Climate Change
Petroleum and Natural Gas

Iron & Steel

Other Chemical substances’
manufacture and trade

Plastic manufacture and
trade

Construction & building

Fertilizers

Metals’ manufacture and trade

Ceramics & marble
manufacture and trade

Financial Intermediation

Cement, lime and brick
manufacture and trade

Tobacco

High
Vulnerability

Agriculure & Forests
Exploitation

Information and
Communication
Medicine manufacture and
trade
Weapons’ manufacture
and trade

Low
Vulnerability

Moderate Vulnerability
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Credit Risk Related to Micro and Small Enterprises’ Portfolio, and Retail Portfolio
A higher probability of default of micro and small enterprises was assumed, as well as loans & credit facilities for households, in light of the
negative impact of the pandemic on income levels, and the crisis-related loss of jobs because of the negatively impacted labor-intensive
sectors, micro and small projects.

السيناريو
االساس

Scenario of
micro and
small
enterprises’
credit
portfolio, and
retail portfolio

The default of a specific percentage of the
portfolio of consumer loans and mortgage
loans for personal housing, as well as a
default of a percentage of the portfolio of
loans granted to micro and small enterprises
to be among the nonperforming category
“Substandard”

Baseline
Scenario

Severe
Scenario

10%

20%

2. Concentration Risk
2.1. Concentration Risk of Investments in Government
Securities in Local Currency

2.2. Concentration Risk in Corporate
Credit Portfolio

The stress test for the risk of concentration of investments in
government securities in local currency was applied -following
the Basel Committee’s proposal to review the preferential
treatment of government exposures- through applying risk weight
add-ons on such investments, which is determined according to
the ratio of government securities in local currency to tier one
capital, using weights ranging between (5% to 30%) which are
applied progressively to tiers exceeding such exposures relative
to tier one capital, that range between (100% to 150%) and
higher than 300%.

Credit risks resulting from concentration in
corporate credit portfolio was measured
by
assuming the failure of the top three borrowers at
each bank in the baseline scenario, and the
failure of the top five borrowers in the severe
scenario.

“The Proposed Risk Weight Add-Ons Based on the
Reviews of Basel Committee for the Percentage of
Government Securities in Local Currency Relative
to Tier One Capital”

<100%

0%

150:200%

5%

100:120%
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250:300%

9%

6%

200:250%
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4. Operational Risk

3. Market Risk
Market risk stress tests include tests for both the interest rate and
exchange rate risks. The market risk’s assumptions were based
on the scenario of macroeconomic and financial risks of
continued COVID-19 pandemic spread, and the resulting
pressure on the value of local currency due to the decline in
foreign exchange earnings, as well as the rise in interest rate to
contain the inflationary pressures. The impact of the assumed
changes in interest rate is measured through the re-evaluation of
government bonds included in both the portfolio of fair value
through profit and loss and the portfolio of fair value through other
comprehensive income, using the present value approach. The
impact of the assumed changes in exchange rate on net open
foreign currency position in the currency balance was also
assessed.

“Assumptions of Market Risk Stress Tests”
Baseline

Exchange
rate risk

Decline in the value Scenario
of the Egyptian
pound versus
foreign currencies
Severe

10%

Scenario 20%

Baseline
Scenario

Interest
rate risk

1%

Rise in interest
rate
Severe
3%
Scenario

Higher losses emanating from the material damage of some
assets because of the occurrence of natural disasters were
assumed, affecting business continuity, and the exposure of
bank supply chains to risk, in the context of a climate change
scenario. Banking sector’s solvency is assessed after applying
the Basic Indicator Approach (BIA), through doubling the
capital requirement for operational risk.

Results of Solvency Stress Testing
The results of solvency stress tests have shown the ability of
banks’ capital bases to withstand all the losses resulting from
the assumed shocks within both the baseline and the severe
scenarios, where the CAR and the ratio of tier one capital to
risk weighted assets recorded levels above the minimum
regulatory requirement of 12.5% and 8.5% respectively, and
above Basel’s requirement of 10.5% for the CAR.

The test results were assessed on a scale of three risk levels,
according to the resulting CAR ratios after applying both the
baseline and the severe scenarios on all types of solvency risks.
The banking sector has displayed a low level of risk for all types
of risks, except for some risks showing a moderate level;
namely sovereign credit risk
in the severe scenario,
concentration risk resulting from investments in government
securities in both scenarios, and interest rate risk and overall
market risk in the severe scenario.
Risk Level
LOW RISK
MODERATE RISK
HIGH RISK

“Results of Solvency Stress Tests”
Types of Stress Tests

Risk Level
Baseline Scenario
Severe Scenario

Credit Risk
Sovereign credit risk
Corporate credit portfolio risk (COVID-19 pandemic scenario)
Combined impact of COVID-19 pandemic and Climate change scenarios
Credit risk related to small and micro enterprises’ portfolio
Credit risk of consumer and mortgage loans for personal housing portfolio
Concentration Risk
Concentration risk resulting from investments in government securities in local currency
Concentration risk of corporate credit portfolio
Market Risk
Interest rate risk
Exchange rate risk
Combined impact of market risk
Operational Risk
Operational risk
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Liquidity Risk Stress Tests
Liquidity risk stress tests were applied
based on the stress scenario of the
increase in sovereign credit risk, and the
decline in the country’s credit rating, which
may drive banks to sell government bonds
in the secondary market over a short
period of time, causing a decline in the
value of t-bills taken as collateral in repos.
Also, an increase in deposits run-off using
the liquidity coverage ratio (LCR) in local &
foreign currencies, the net stable funding
ratio (NSFR) in local currency, liquidity
cash flows in local currency and the main
foreign currencies.

First Scenario (applied to the ratios’ numerators)
Applying haircut to t-bills
issued by the Egyptian 10%
Government in local
currency

Liquidity
Coverage
Ratio
(LCR)

0%

Cash
Inflow
Rates

100%
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For clients’ &
banks’ loans and
credit facilities,
and discounted
bills zero% (i.e.
they will be
completely
renewed)

For debit
balances &
other assets
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15%

Decreasing the weight
applied to non-financial
25%
institutions’ and financial
institutions’ deposits by:

Applying haircut to
government bonds in
local currency, excluding 40%
bonds in “held to maturity
portfolio” of maturities
exceeding one month

Regarding liquidity coverage ratio (LCR)
that measures the extent of the adequacy
of high quality liquid assets to meet
liabilities through converting them into cash
in 30 days, a more severe scenario was
assumed, compared to the one proposed
by Basel committee, such as applying
higher haircuts on high liquid assets and
higher
run-off
rates
on
deposits,
representing cash outflows over a month.

As for stress testing long-term liquidity
during liquidity crisis situations, the net
stable funding ratio (NSFR) was used by
assuming higher risk resulting from the
mismatch between the long-term available
funding structure to cover investments in
assets and any other required funding.
This stress is performed through applying
lower weights to deposits, as one of the
most important funding sources in the
numerator of the ratio; indicating the
decline in its stability
level, besides
applying higher weights on government
securities in the denominator of the ratio in
light of the assumed decline in their
degree of liquidity; indicating that they
require more stable funding.

Applying haircut to
government securities
issued by the Egyptian 25%
government in foreign
currency

Net Stable
Funding
Ratio
(NSFR)

Decreasing the weight
applied to deposits of
households and micro
institutions by:

Second Scenario (applied to the ratios’ denominators)

Liquidity
Coverage
Ratio (LCR)

Increasing the
withdrawal rate of
households and small 15%
enterprises’ deposits,
except for savings
certificates by:
Increasing the
withdrawal rate of all
institutions’ deposits
by:

Net Stable
Funding
Ratio (NSFR)
in Local
Currency

25%

Increasing the weight
applied on Egyptian
t- bills issued by the
Egyptian government
by:

Increasing the weight
applied to government
bonds by:

10%

40%

As for the liquidity cash flows, the adequacy of liquid assets is also assessed in terms of
covering the gaps resulting from the mismatch in maturities of assets and liabilities for the
current gap of each maturity bucket, and for the cumulative gap that represents the
summation of current gaps, after applying haircuts to government securities –used as the
main counterbalancing capacity item- as well as assuming specific cash inflow rates for
loans and discounted bills, and other assets, in addition to run-off rates to deposits as an
item representing cash outflows.

10%

Cash
Outflow
Rates

15%

0%

Balances
due to
banks

Clients’
deposits
Other
liabilities,
excluding
property
rights

Discounts on
Liquid Assets
to Cover
Gaps

10%

T-bills and
balances at
banks

40%

Government
bonds

0%

Cash
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Results of Liquidity Risk Stress Tests
The stress tests results show that the banking sector has
witnessed a low level of liquidity risk, as both the LCR and the
NSFR exceeded the minimum level of 100% defined by Basel
Committee. Moreover, the use of the maturity structure has shown
the ability of liquid assets of all banks -after applying stress
assumptions- to cover the negative gaps by 100%, meanwhile,
banks have recorded positive cumulative gaps between assets
and liabilities in a period up to (one year) for both the local
currecny and the US dollar.

The results of stress tests were assessed using three risk levels,
according to the various resulting liquidity ratios, as well as the
coverage ratios for current and cumulative gaps between assets
and liabilities up to one year, after applying the baseline and the
severe scenarios. The banking sector showed a low level of
liquidity risk, after applying the stress scenario to LCR in local
currency, and a moderate liquidity risk level after applying the
stress scenario to both LCR in foreign currency and NSFR in local
currency.

Risks Level

Liquidity Risk Stress Tests
Baseline
Scenario

Severe
Scenario

LCR in local currency

LCR in foreign currency

NSFR in local currency

Liquidity cash flows

Contagion Risk Stress Tests
Contagion risk in the banking sector results from the interconnectedness between banks through the interbank market, where the net
exposures between a bank and all other banks is considered as an indicator for the strength of such interconnectedness, which is equal
to net balances due from banks, including current accounts, deposits, and loans. The matrix of net interbank bilateral exposures was
used to measure contagion risk, where it is assumed the failure of each one of the DSIBs to pay its debit obligations, then assessing the
impact of such failure on other banks through calculating their CAR after assuming this failure. The assumption is repeated, where the
failure of some banks in the first iteration leads to the failure of other banks, which will be considered as a source of risk for other banks
in the sector, these iterations are stopped whenever no new failures result by using the bilateral matrix.

All banks have recorded CAR at levels above the minimum regulatory requirement, because of the limited value of net balances
due from local banks.
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At the micro level, the CBE regularly conducts a number of stress tests on a quarterly basis, in addition to the annual evaluation, at the
level of the individual bank, and the banking sector as a whole, through employing a set of assumptions and scenarios that are updated
according to the surrounding circumstances and developments, taking into consideration the local and global economic developments. The
stress testing methodology is based on three scenarios; the baseline, the moderate, and the severe scenarios. The stress tests include the
credit facilities portfolio, government financial investments in local currency, exchange rate risk, interest rate risk for the bonds’ portfolio, and
liquidity risk. In addition, an aggregate stress test is carried out to combine all the previously mentioned stress tests and measure their
impact on net profits, the capital base of each bank and the whole banking sector, and judging the extent to which proactive measures are
needed to hedge against such risks.

In light of the challenges faced by the banking sector in consequence of the COVID-19 pandemic outbreak, the CBE has performed a
number of exceptional stress tests in the first quarter of 2020 for the purpose of assessing the soundness of Egyptian operating banks
and their ability to absorb the potential losses in various economic activities, Egyptian Stock Exchange, and international stock markets.
These tests confirmed the strength of banks and their ability to absorb the potential economic losses. In the first quarter of 2021, a
number of other stress tests were conducted through applying more severe scenarios - at the level of the individual bank and the whole
banking sector- for assessing the extent of banks’ capital adequacy, and their ability to face any shocks resulting from the spread of the
second wave of the COVID-19 virus.

The stress test scenarios are as follows:

Stress tests for the credit facilities portfolio: where the credit
scoring for credit facilities granted to medium, small and micro
enterprises, in addition to consumer loans, were decreased. This
comes in line with the outlook for various economic sectors in
Egypt, and the extent to which they are impacted by the spread of
the pandemic, negatively affecting the companies’ performance in
various economic sectors.

Interest rate stress tests for the bonds portfolio: where the
rise in interest rate is assumed, and its impact on the
government bonds’ portfolio is measured.

Additionally, liquidity risk stress tests are conducted to
measure the impact of the assumptions on liquidity ratio
in local currency, and LCR, as well as assessing the
ability of liquid assets to withstand the shocks resulting
from the increase in the negative gaps representing the
mismatch of maturities of assets and liabilities in the
short-term using the maturity ladder, after assuming
specific cash inflow and outflow rates, and recalculating
the gaps after stress, in addition to assigning haircuts to
government securities – the main counterbalancing
capacity item- used to cover such gaps.

Exchange rate stress tests: the appreciation of the US dollar
against the Egyptian pound is assumed.
Additionally, stress tests include the assumption of reinvesting
funds away from low risk assets to high risk assets (a portion of
investments in the low risk t-bills and government bonds in local
currency is assumed to be re-invested in high risk assets).

These stress tests aim at determining the amount of
provision shortage (the required provision after stress test
minus the actual constituted provision at the bank), and
composing an additional capital requirement, as part of the
common equity tier one capital, and assessing the
combined impact of such stress tests on CAR.
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Also, stress tests were conducted based on a future
outlook for two years (2021 and 2022), showing the
robustness of banks operating in Egypt, and their ability
to absorb the expected economic losses.

The CBE obliges banks to send the Internal Capital
Adequacy Assessment Process (ICAAP) reports, that
include the preparation of various types of stress tests
for all types of risk, especially pillar II risks, and other
risk types such as reputation and strategic risks, with
the purpose of the bank’s awareness of the actual
risks that it encounters, and the extent of capital
adequacy which helps with the capital planning
process, as well as in maintaining high levels of CAR
based on these stress tests.
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Second: Stress Tests on the NBFS

The NBFS stress tests have been conducted using
the scenario of the continued negative
repercussions of COVID-19 pandemic, aiming at:
Estimating the potential losses for the NBFS, in light of the
emerging risks resulting from the continued COVID-19
pandemic during 2022.
Getting a clear vision regarding the extent to which the nonbanking financial institutions’ and companies’ solvency and
capital base are impacted by the risks associated with the
continuous adoption of prudential measures that limit the
spread of the COVID-19 pandemic
Taking the necessary precautionary measures to limit the
negative impact of the crisis on the non banking financial
institutions performance and on the capital market.

The scenario models concentrated on measuring
the impact on the indicators of:
Solvency
Liquidity
Profitability

Scope of stress testing application (% of the size of each activity)

The FRA has carried out stress tests for the non-banking financial institutions ─which are considered as one of the pillars of its
comprehensive strategy to develop the non-banking financial activities 2018-2022─ aiming at establishing an integrated framework for risk
management, the creation of an effective early warning mechanism, which enhances the financial stability of the non-banking financial
institutions and companies, as well as the capital market.

100%

of insurance companies,
life and non-life
insurance

60%

of asset management
companies

85%

of financial leasing
companies

97%

of mortgage finance
companies

88%

of factoring companies

85%

of microfinance
companies and entities

Operational efficiency

Stress Testing Methodology
The methodology of stress tests performed by the FRA relies on designing models of gradual scenarios, starting with the baseline
scenarios, then the optimistic, and finally the pessimistic scenarios, and their application on the financial positions of companies as of end
of June 2021 for the insurance companies, and end of December 2020 for other NBFS companies. The structure of the indicators models
varies according to the nature of each activity, taking into consideration the most important risk factors affecting its performance.

“Risk Factors Impacting Each Activity and used in the Stress Testing Scenarios”
6 Scenarios

6 Scenarios

9 Scenarios

Insurance
activity
(Economic/
External risk
factors)

Insurance activity
(Internal risk
factors)

Capital market
(Asset
management
companies)

3 Scenarios

Finance companies
(Mortgage finance,
financial leasing, and
Factoring)

3 Scenarios

Microfinance

Interest rates
Decline in stock
market indices

Increase in the
default rate of
reinsurers
Increase in the
debtors’
transactions
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Increase in the
amount of claims

GDP growth rate
Solvency risk

Decrease in
claims rendered
from reinsurers
Increase in the
rate of policies’
cancellation and
divestment
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Interest rate

Inflation rate

Decrease in
liquidity ratios

Decrease in the
amount of cash
revenues from
clients’ due
premiums
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Finance
companies

Results of stress tests have shown the robustness
and strength of the NBFS companies and
institutions’ financial position. Meanwhile, the most
important recommendations based on stress testing
results were as follows:
The necessity of working with the non banking financial
institutions on developing business continuity plans.
Supporting companies on their track towards business digital
transformation, especially in light of the social distancing
measures taken to limit the pandemic spread, and the
ongoing trend in most countries toward changing their
business pattern.
The necessity of monitoring some companies continuously,
especially those that are more vulnerable to solvency risk, in
addition to deciding the extent of their need to raise capital in
the coming two years.

Analysis of the impact of inter-relationships among the non
banking financial institutions, and the specification of the
scope of domino effects for some non banking financial
institutions that have large and effective activities in more
than one non-banking financial activity.

Third: Stress Tests

Capital
market

Microfinance

Insurance
activity

Applying stress tests in FY 2019/2020 had an important
role in taking some decisions and recommendations by the
FRA based on tests’ results, which contributed to
maintaining the stability of the non-banking financial
activities:
1

Allowing companies of a solvency indicator exceeding a
certain limit and according to their activities to distribute 50%
of the year’s dividends.

2

Developing regulations to allocate a provision against the
consequences of applying the Egyptian accounting standard
No.47, that is intended to be fully applied starting from 2022.

3

Following-up on the capital raise by some companies in light
of their financial results.

In addition, the FRA has prepared a draft law for regulating
and developing the use of technology in the non-banking
financial activities, as one of the legislative instruments
through which the FRA could support companies in their
adoption of digital transformation, especially in light of the
social distancing measures and the ongoing trend in most
countries toward changing their business patterns. The draft
law is currently being discussed by the Egyptian House of
Representatives in preparation for issuing it in the first quarter
of 2022.

“Results of Stress Tests on the NBFS Activities”

Insurance activity

Risk indicators after stress

Microfinance
activity

Capital market

Finance
companies

Risk Level
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Low solvency rates

Low

Moderate

Low liquidity levels

Moderate

Acceptable

Acceptable

Low levels of operational
efficiency

Moderate

Low

Moderate

Decrease in portfolio quality

Low

Acceptable

Decrease in profitability and
surplus

Acceptable to

Acceptable to
some extent
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some extent

Acceptable to
some extent

Acceptable to
some extent

Moderate
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First: Financial Inclusion
Financial inclusion comes at the top of the CBE’s agenda in the context of achieving financial stability to support economic growth and
sustainable development goals, which represent the focus of “Egypt Vision 2030”. The Banking Law No. 194 of 2020 defined Financial
Inclusion as”

“Availing of various financial products for use by all segments of the society through the formal channels, with adequate
quality and cost while protecting the rights of the consumers of these services, which enables them to manage their finances
effectively.”

The Central Bank has exerted extensive efforts, at the local, regional and international levels, to institutionalize and unify all
efforts to support financial inclusion:
At the local level: The Central Bank has taken several steps
since the establishment of the financial inclusion sector, which
plays a critical role in coordination at all levels with the aim of
unifying efforts to enhance financial inclusion. A number of
initiatives and regulations were launched to increase financial
inclusion rates while maintaining financial stability and protecting
customers' rights.

At the international and regional levels: The CBE has
become a key member of the Alliance for Financial Inclusion
(AFI) since July 2013. It chaired its board of directors from
September 2019 for a period of two years, in addition to
committing to international financial inclusion initiatives and
working to promote gender equality.

Financial Inclusion Measurement and Strategy Framework
To lay a solid foundation for the financial inclusion strategy, vision and targets, the CBE has adopted the following methodology:

Supply Side

Demand Side

CBE’s
Methodology

Gap Analysis on Financial Services

Financial Inclusion Survey

Consumers

Supply-Side tool to measure
level and trends on annual basis

MSMEs (formal &
informal sectors)

Financial Inclusion Strategy

Gap analysis on the supply-side for
Financial Services:
The study was based on the Financial Inclusion Datahub
for consumers, which was established by the CBE in
2018, where gender disaggregated data is collected
using the national ID from financial institutions and Egypt
Post. The financial inclusion rate for eligible adults (16+)
has exceeded 50% as of June 2021, based on
ownership of all types of accounts at Banks and Egypt
Post, prepaid cards and mobile wallets, up from 33% as
per the World Bank’s Global Findex of 2017.

Consumer and MSMEs Financial Services Demand Side Survey:
The CBE has conducted Financial Inclusion demand-side surveys to
identify the financial services used by consumers and MSMEs (formal &
informal sectors) on a nationally representative sample from across all
governorates.

•

The sample size was 4,363 individuals and 2,684 companies.

•

The survey was conducted in cooperation with the Central Agency for
Public Mobilization and Statistics and an international consultancy firm.

•

The financial inclusion external data committee30 established and
chaired by the CBE in March 2019 was consulted in determining the
data requirements and priorities to develop the key performance
indicators for financial inclusion.

30 Ministry of Finance, Ministry of Trade and Industry, Ministry of Communication and IT, Financial Regulatory Authority, Egypt Post, Ministry of Social Solidarity, Central Agency for Public
Mobilization and Statistics (CAPMAS), Micro and Small and Medium Enterprises Development Agency (MSMEDA), the Egyptian Credit bureau (I-Score) and Nasser Social Bank.
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First: Financial Inclusion

In light of the international practice, where Central Banks lead the effort for financial inclusion, the Central Bank of
Egypt is leading the coordination efforts with all the relevant ministries and institutions, where a number of
consultative meetings were held to formulate the vision, pillars and enablers for the Financial Inclusion Strategy.
The pillars and enablers of the framework are outlined in the below figure:

PILLARS
ENABLERS

Consumer Empowerment

Legal and Regulatory
Frameworks

VISION
Economic empowerment for
all segments of society
through an inclusive formal
financial system that provides
fair, quality and affordable
products and services, thus
contributing to achieving
sustainable growth.

Financial Technology
and Digital Financial
Infrastructure

Sustainable Finance and
Economic Stability

Customer Centric Diversified
Products and Services
(banking and non-banking)

Ecosystem for MSMEs
and Startups
Digital Financial Services

National dialogue around a shared vision and targets prioritizing implementation of
financial inclusion agenda in line with the country’s Sustainable Development Strategy
“Egypt Vision 2030”

Pillar 1: Consumer Empowerment
The Central Bank of Egypt focuses on three main dimensions

1. Financial Awareness & Literacy of Citizens
The CBE has taken several measures to enhance
financial literacy across different governorates,
with a special focus on rural and marginalized
areas. During the financial inclusion events in
2020 approved by the CBE, the banks held
educational seminars via video conference,
benefiting about 165,000 citizens. Due to the
COVID-19 outbreak, social media has also been
relied upon to disseminate information on
financial services to educate citizens, and about
3.4 million citizens interacted with it.

2. Policymakers Capacity Building

A cooperation protocol with the Ministry of
Youth and Sports to link the activities of the
NilePreneurs
Initiative and the Ministry’s
activities in the field of entrepreneurship to
provide non-financial services to entrepreneurs
and project owners, financial literacy and the
promotion of banks’ financial services, through
the establishment of 3 points of presence in
youth centers and training 30 ministry’s trainers.

The Egyptian Banking Institute launched
the “Shaping the future” initiative in 2012
under the auspices of the Central Bank of
Egypt to spread financial awareness in
the various governorates across Egypt.

3. Banking Sector Capacity Building

On the other hand, the banking simulation model is one of the
projects supported by the CBE in cooperation with the Banking
Institute with the aim of addressing university youth and
increasing financial awareness. The model is located in 12
universities and sponsored by a number of banks, which holds
awareness seminars for students in universities about the
importance of financial inclusion, In addition to promoting
various products through banks’ representatives, and holding
visits to bank headquarters to learn about the activities of the
bank's various departments. Thus, the total number of students
who benefited from these seminars reached about 16,000.
.
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The CBE, in cooperation with the Egyptian Banking Institute,
has prepared the educational content on the main concepts
and efforts of financial inclusion for banks’ employees of
various departments to disseminate and standardize concepts
in order to enhance financial inclusion.
144 of banks’ employees have obtained the certification of
“Expert in SME Finance” from EBI, accredited by Frankfurt
School of Finance and Management. Moreover, 108
employees are currently being trained.
The Continuous update of Q&As database for CBE’s
initiatives for MSMEs aiming to provide more clarifications
about these initiatives.
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The CBE issued the regulations of consumer protection in February 2019 to establish clear foundations and rules governing the
relationship between banks and their consumers at all stages of dealing. Banks were given a period of one year to reconcile their
conditions in order to implement the terms and provisions of these regulations. With the issuance of Act No. 194 of 2020 concerning the
CBE and the banking sector, articles from 216 to 220 state the role of the CBE regarding consumer protection. These regulations were
further supported in April 2021 by the issuance of supervisory regulations to ensure non-discrimination between males and females in all
banking transactions and to provide a fast and free mechanism to deal with complaints without discrimination.

The CBE has taken serious and effective steps to activate the competence to consumer protection in the banking sector, as
follows:
1- Establishment of the Consumer and Competition
Protection Sector in the CBE

2. Preparing the work environment in the Egyptian
banks to receive consumer complaints

This Sector works on three main axes:

•

Channels of communication with consumers and
financial service providers.

•

Handling complaints and settling disputes.

•

Verifying the compliance of banking service
providers with the regulations of consumer
protection.

Issuing a letter to banks regarding the
establishment of consumer protection units in
order to comply with the regulations of consumer
protection.

•

Reviewing the effectiveness of the communication
channels available to consumers in banks to submit
their complaints as well as the available complaint
forms.

Consumer
Protection

3. Follow up on banks to ensure applying
principles and instructions issued for
consumer protection
Opening permanent channels of communication with
consumer protection units to handle complaints:
Group meetings: Several group meetings were held
with banks to discuss:
• Responsibilities of the consumer and competition
sector at the CBE.
• The concept of consumer protection.
• Responsibilities of consumer protection units at
banks regarding ways of cooperation and support by
the CBE, agreeing on the next action plan.
Individual meetings were held, with each bank
separately to discuss:
• The organizational structure of the consumer
protection unit of the bank.
• Number of employees per unit.
• Studying the job description of all unit’s employees.
• How to follow up complaints through the different
channels.
• Discussing the most important challenges for
implementing the principles of consumer protection.
• The unit's future plans and how to expand to meet
consumer needs and reduce their complaints.

•

4. Facts and Figures
Based on what was discussed with banks regarding the most
important items related to consumer protection, data was
collected from banks to measure the Egyptian market
indicators, and the most important results of those indicators
in terms of:

•
•
•

•

Complaint handling mechanism.
Quarterly periodic reports on complaints.
The most important recommendations and actions taken
by banks based on the analysis of complaints’ reports.
The human resources available at banks to facilitate the
required banking operations and their share of the total
number of consumers

These reports, based on the data provided by the banks, have
contributed to:

• Issuing preliminary indicators and the most important
data related to the consumer protection.

• Preparing a consolidated quarterly report for all the
Egyptian banks.

• Contributing to the issuance of regulations regarding
transfers in local currency, and facilitate consumer
requests for transfers and ensure their implementation on
the same working day.

5. Cooperating with accredited international
institutions to implement the best international
practices for consumer protection
In light of the importance of protecting consumer rights
globally in the recent period, and of the intensive steps
taken by the CBE to move forward to solidify this
principle, and given that the field of consumer protection
of banking and financial rights in Egypt is recently
introduced, the need has arisen to seek the assistance
of international organizations to exchange experience,
help formulate strategies as well as policies and
mechanisms for implementing the mentioned principle.
The World Bank Group was consulted to provide advice
in this regard, and an action plan was drawn up on how
to implement the most important international practices
of consumer protection, and to establish dispute
settlement committees.
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Preliminary Indicators
• All banks have established their internal consumer
protection units.

• These units include nearly 190 employees.
• 18 banks conducted training and workshops to make
•
•

the employees aware of the principles of consumer
protection.
26 banks rely on different systems to receive and follow
up on complaints.
During the year 2020, the banking sector received more
than 1.2 million complaints.

Central Bank of Egypt
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Pillar2: Improving Ecosystem for MSMEs and Startups
The CBE is working continuously to implement a package of measures and has put forward many initiatives to support MSMEs, boost
entrepreneurship, and provide financial and non-financial services. Moreover, in February 2021, banks were obligated to increase the
portfolio of loans and credit facilities directed to these enterprises to reach a percentage of at least 25% instead of 20% of their total
loan portfolio, with the stipulation that the percentage directed to small enterprises should not be less than 10%.

The CBE has also allowed banks to finance micro and small enterprises with an annual turnover not
exceeding EGP 20 million, without obtaining financial statements, with the possibility of relying on
digital scoring models based on clients' behavior, using financial, non-financial and social data. In the
context of encouraging banks to participate in the capital of investment funds, private equity funds
targeting SMEs and especially startups, incentives has been launched, counting bank contributions to
these funds within the 25% set by some of the determinants.

Enabling MSMEs
Business
environment

Not to mention, the continuation of a number of initiatives that started since 2016 to encourage banks
to finance these enterprises at incentivized interest rates. In addition, the continuation of the EGP 2
billion guarantee issued by the CBE in 2018 to the CGC to cover a part of the risks associated with
the SMEs financing.
Microfinance Support: Ongoing support of microfinance through incentivizing banks finance to
microfinance institutions (MFIs); through including banks’ direct microfinance lending to
microenterprises or individuals as well as indirect microfinance to MFIs/NGOs within the
aforementioned ratio, which resulted in a growth in the microfinance portfolio in Egypt (banking and
non-banking) which reached EGP 50 billion for 4 million clients in March 2021, compared to EGP 6.4
billion for 2 million clients in December 2016 (according to the data of the Egyptian Federation of
Microfinance and the definition of FRA), along with CBE finance and ongoing follow-up of the
implementation of the Egyptian Microfinance Federation program for the institutional upgrade of CAT C
Microfinance NGOs to build their institutional capacities, based on their outreach especially in rural and
underserved areas, aiming to boost their bankability and upgrade them from CAT C to CAT B to be
more attractive for investors and banks.

The following are the impact of the CBE’s measures/ initiatives on the growth rate of banks’ MSMEs Portfolios:

Growth Rate
December 2015

1

214%

June 2021

NilePreneurs initiative

Continuing the implementation of the programs and activities of
“NilePreneurs” initiative, which was launched by the CBE in February 2019 in
partnership with Nile University and other Egyptian universities (Cairo
University, Ain Shams University, Al-Azhar University in Qena, and Arab
Academy for Science Technology and Maritime Transport in Alexandria), in
addition to a number of other local and international entities with the aim of
supporting entrepreneurship and small businesses, through four main pillars;
which are Business Development Services “BDS”, the Innovation and
Competitiveness Support Program, the Awareness & Training Program and
Business Incubation Program. The results of the initiative’s activities and
programs are as follows:

176
Incubated
Companies

315 SMEs
Benefited
from
Innovation
and
Competitiveness Support
Centers

7000
Participants
in Awareness
Campaigns

More than
100,000
Beneficiaries
Participated
in the
Workshops
(Online)

The Business Development Service hubs (BDS
Hubs)
provided
non-financial
services
for
entrepreneurs and small enterprises by providing
65,000 services to 27,000 beneficiaries in the period
from July 2019 to June 2021. This was done through
24 hubs in 11 banks located in 16 governorates, as
well as 3 points of presence within youth centers
affiliated to the Ministry of Youth and Sports, as
shown in the following chart:
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“Efham Business”: A pilot phase of the online platform was
launched , it provides technical support services to entrepreneurs
and startups with the aim of accelerating and facilitating process
undertaken by entrepreneurs staring from ideation phase to the
establishment of their project phase , by offering knowledge and
matchmaking with experts in enabling fields (legal, HR, Marketing,
and accounting) , in cooperation with the Nilepreneurs, Egyptian
banking institute and the German development agency GIZ.
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02 Supporting Smallholders Farmers
Under the auspices of the CBE, the World Food Program (WFP), in partnership with the National Bank of Egypt and Banque Misr,
a project has been launched aiming at fostering and improving the standard of living of smallholders (farmers) through maximizing
outputs from their land and water resources, as well as empowering and educating women financially in 40 villages in Upper
Egypt to strength the inclusive development project that supports MSMEs.

Beneficiaries
The WFP supports smallholders through a
comprehensive approach that works in
parallel
on
four
tracks:
increasing
smallholders’ production by consolidating
land holdings, promoting water and land use
efficiency by lining agricultural canals,
diversifying and increasing income sources,
and building ownership and institutional
capacity to ensure sustainability.

.

100,000 citizens
40 villages in Upper Egypt
(Luxor, Aswan, Qena,
Suhag, Assuit and Menia)

In addition, the project support will not only
be limited to smallholders farmers where the
majority of beneficiaries are men, but also
several steps have been taken to enhance
the role of women economically and socially
by organizing awareness and educational
sessions to facilitate their access to finance
in the areas of livestock farming and agroindustrial activities, which helps in granting
them a sense of independency while
enhancing their role in the household
decision making. The CBE is aiming to
capitalize on WFP’s efforts by engaging the
female beneficiaries in the Digital Saving
groups project, which aims to encourage
savings and raise financial literacy, Using
financial technology through mobile wallet.

The project is part of the CBE’s efforts to enhance
financial inclusion and achieve the targets of Egypt
Vision 2030 in supporting and developing SMEs,
particularly those in the agricultural sector.
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Pillar 3: Customer Centric Diversified Products and Services

01 Financial Inclusion Events
In line with the success of the Arab Financial Inclusion Day Event in 2018, the CBE allocated 4 events in 2019,
coinciding with the celebrations of international occasions, in which banks were allowed to be outside their
branches and market their products by opening accounts without fees and without a minimum balance, and
encourage the use of mobile wallets and prepaid cards. In light of the keenness on integrating youth into the
banking sector, banks have currently been allowed to open accounts for the young between the age 16 and 21 in
order to attract the largest segment of that group to benefit from financial and banking services and products.

Digital Saving Groups

02

Digital saving groups aim to encourage saving and raise
awareness of the use of financial technology in saving and lending
operations among these groups. The project’s model relies on an
agreement between a group of 15-25 women to save an amount of
money periodically that is transferred through an electronic
application, to the group’s bank account, which is opened
according to the group’s regulating terms and signed by all
members. This account is managed by three members of the group
who are authorized to deal on it, and funds are used in saving and
lending.
Under the auspices of the CBE, the Bank of Alexandria and Care
Egypt signed an agreement to digitalize savings and lending
groups for 3000 women using the mobile wallet in Assiut
Governorate.

A contract was aslo signed with the National Council for Women to
implement the project in 9 governorates, which the CBE’s Board
of Directors agreed to finance, aiming to integrate 100,000 women
into the official financial system. The administrative staff was
appointed and trained, while the project’s villages were selected in
coordination with the presidential national project “Hayah Karima".
The first phase of the electronic application for recording all
operations of savings and lending groups has also been
completed, in addition to linking saving and lending operations with
participating national banks, in addition to supporting customer
identification by scanning personal and face cards. It is worth
noting that Meeza cards in savings and lending operations will be
used.

Hayah karima Initiative

03

Collaborating with the Ministry of Planning for participation in
the first phase of “Hayah Karima” initiative, and agreeing on
aspects of cooperation with the participation of a number of
banks, through the following:

1.
2.
3.
4.
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04

The Agricultural Sector

The CBE pays full attention to the Agri-sector as it has launched
many initiatives and incentives to support this sector and provide
the necessary finance through the following:

•

Decreasing the minimum annual business turnover/revenues
for enterprises working in agriculture, agri-manufacturing,
dairy, feeding, fisheries, poultry, and livestock to benefit from
the 5% interest initiative for small enterprises.

•

Granting approval to Agricultural Bank of Egypt (ABE) to
provide EGP 3 billion to finance its small-breeder customers
within the scope of the national project for reviving veal
production under the CBE’s initiative to finance small
businesses. In addition to providing EGP 10 billion through
both National Bank of Egypt (NBE) and ABE to finance
“cattle growth” and “small-breeders”, with the exception of
the minimum annual sales turnover/revenues threshold as
well as their legal form.

•

Allowing ABE to finance cooperatives operating in
agricultural, agri-manufacturing, dairy, feeding, poultry, and
livestock sectors with 5% interest initiatives.

•

Launching a national initiative for Irrigation Development and
the transformation to modern irrigation in which EGP 55.5
billion– guaranteed by the Ministry of Finance – are allocated
to financing this project only through NBE and ABE, via
loans with 0% interest with up to 10 years repayment
scheme.

•

Providing all kinds of technical and financial support to the
development of ABE aiming to become a leading
organization for developing the rural and agri-sector,
including a subsidized loan of EGP 20 billion from the CBE.

•

Aligning with ABE to transform 6 million agricultural holding
deeds to dual application pre-paid banking cards that fall in
line with the requirements of issuing national payment cards
“Meeza” in cooperation with Egyptian Banks Company (EBC)
and E-Finance Company.

Improving and developing the financial infrastructure in
the initiatives’ villages.
Financial awareness and literacy for citizens regarding
the importance of financial inclusion.
Providing banking products and services.
Providing the necessary financing through micro-loans
to help establish small enterprises and improve the
standard of living for citizens.
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Sustainability
Sustainable Finance:
The CBE issued the “Sustainable Finance Guiding Principles” which aims to start planning and set the general framework for the
implementation of sustainable finance in the Egyptian banks, building capacities and providing the necessary resources to implement
these principles. These principles have been adopted to align and enhance the objectives of the previously issued initiatives that target
achieving sustainable development goals and promoting sustainable finance, such as the SMES initiative, Initiatives of the industrial,
agricultural, tourism and contracting sectors, the real estate financing initiative, dual-fuel vehicles and the gas stations initiative, in addition
to all the efforts made in the field of financial inclusion.

The following are the “Sustainable Finance Guiding Principles’’ that were issued with a brief overview of each
principle:
The First Principle: “BUILDING THE NECESSARY CAPABILITIES AND KNOWLEDGE“
Building and developing the capabilities of all banks’ employees and setting training plans that will contribute in building and
enhancing their knowledge on the concepts and methods of applying Sustainable Finance.

The Second Principle: "ENHANCING SUSTAINABLE FINANCE“
Applying the concept of Sustainable Finance and working to integrate environmental and social elements and governance rules
in the bank’s financing activities, as well as developing a conception of how to manage environmental and social risks and
considering them when measuring the bank’s risks.

The Third Principle: "INVOLVEMENT OF THE STAKEHOLDERS"
Enhancing cooperation with the ministries, government bodies and all stakeholders at the national and international levels.

The Fourth Principle: "MANAGING CLIMATE CHANGE RISKS"
Laying the foundation for identifying and managing climate change risks, in addition to encouraging financing projects that
contribute to addressing the issue of climate change.

The Fifth Principle: "APPLYING THE PRINCIPLES OF SUSTAINABILITY TO THE BANK'S INTERNAL ACTIVITIES AND
OPERATIONS"
Working on avoiding the negative environmental and social impacts resulting from the bank's activities, and enhance the positive
environmental and social impact along with applying best corporate governance practices.

The Sixth Principle: "REPORTING"
Proceed in preparing periodic reports on the bank’s activities in the field of Sustainable Finance.

In addition to the issued principles, the CBE aims at directing banks operating in the Egyptian market to create opportunities instead of
focusing only on reducing risks, as well as strengthening the primary role of banks in financing projects to ensure catering to all parties’
interests, whether depositors or borrowers and the economy as a whole, without harming the surrounding environment and in a
manner that takes into account the social dimension of the lower income segments, as well as the implementation of governance
practices.

Financial inclusion efforts are also considered as an essential pillar of achieving sustainable growth. Without access to financial
services, individuals living in the most underprivileged communities rely on informal work, which enables them to provide limited
security and very limited rights. Financial inclusion ensures that all individuals have access to the financial services necessary to
improve their quality of life, regardless of their gender or income level, which is one of the primary goals of sustainable development.
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Payment Systems and Services:
2-

1- Introduction and Development of the Real Time
Gross Settlement System (RTGS):
The CBE has introduced an instant settlement system,
towards developing the infrastructure for digital financial
transactions and the capital market. A multicurrency instant
settlement system has been launched to facilitate the
implementation and settlement of mutual payment orders
between Egyptian banks in Egypt, in both the local and foreign
currencies, in alignment with International standards and
guidelines. This instant settlement system – which is run by
the CBE - is considered the major pillar of the National
Payment System, as it settles all payment orders between
banks in the Egyptian banking sector.

Development of Infrastructure
for Regional Payment Systems:

The CBE - in cooperation with the Arab Monetary Fund - has
initiated the establishment of a “Buna” system for clearing and
settling inter-Arab payments between commercial and central
banks in more than 20 Arab countries, serving as a unified Arab
platform for the implementation of payments between Arab
countries. The CBE is participating in this high-return project, as it
aims to transfer the remittances of Egyptian workers from abroad,
saving cost and time. In addition, this platform will help attract all
remittances to be transferred through the official channels.

USD 63.8 Billion
The new system was set to settle
USD payments between banks
from March 2021. The value of
settled payments reached USD
55.5 billions during the five
months period since inception.

02
USD 47 Billion
Remittances of
workers abroad and
transfers related to
exports of goods and
services

Total value of settled transactions in USD
via the multicurrency RTGS (March 2021-July 2021) - (In USD Millions)

Egyptian Banks that own a customer base or large
transfers with Arab Countries on ‘Buna’ platform

18,852

9,518

9,823

April

May

Estimated value of
remittances transferred
among 21 Arab countries
during one year

7 Egyptian banks joined Buna, which settle
60% of the Egyptian banking sector’s volume
of transactions with Arab Countries

11,328

6,005

March

June

July

In June 2021, the system was activated to settle Euro
payments and foreign currency cheques of the Clearing House.
This has benefited the banking sector in many ways, mainly
through cutting the transaction fees and processing time for
settlement of foreign currency payments between banks.

Total value of settled transactions in Euro
via the multicurrency RTGS (In Million Euros)
58
54

June

July
2021

3-

The value of settled payments between banks in EGP
amounted to EGP 78.6 trillion during year 2020, growing by
50%. This serves as a good indicator for the efficiency of
capital turnover and economic efficiency.
Total value of settled transactions in EGP
via RTGS 2009-2020 (In Trillion EGP)
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
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Buna supports the use of Arab Currencies internationally and
contributes to reinforcing and boosting inter-Arab trade, hence
reinforcing financial stability. It is worth mentioning that the system
was launched on trial mode in February 2020. In addition, work is
in progress to include Arab Currencies as accepted settlement
currencies on the platform. In March 2020, the Egyptian pound
was introduced as an accepted Arab settlement currency on
“Buna”, in light of the approval of the CBE’s Governor. In
November 2020, the CBE completed the necessary setup to
launch the use of the Egyptian pound as an accepted settlement
currency, and accordingly, it became possible to execute regional
inter-Arab payments in EGP through the Arab clearing platform.

10.48
13.65
15.89
29.18
35.27
52.52
78.62
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Multicurrency Cheques Clearing House:

The CBE adopted the launch of the Multicurrency Cheques
Clearing House in June 2021, thereby complementing the
infrastructure of the market with the required currency diversity,
allowing for the use of USD and Euro currencies as a first stage.
This is among the CBE’s efforts to upgrade the basic infrastructure
for payment systems in accordance with international standards
regarding security, efficiency, effectiveness, dependency and
diversity of financial instruments, in a way that accommodates the
needs of the market and its different sectors. The foreign currency
cheque is one of the important payment instruments used in daily
transactions for traders, individuals and institutions. Therefore, it
satisfies the needs of a significant segment of the society. Also, it
reflects the image of the banking sector to the entities using these
cheques.
In
line
with
the
comprehensive
digital
transformation, the CBE started to establish a
cheques clearing house, based on images and
electronic cheques, that will operate starting from
the second half of 2022.
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4- Instant Payment Network “IPN”:
The CBE added and developed the following business models:
The CBE directed the Egyptian Banks’ Company for
Technological Advancement to implement the Instant Payment
Network project, according to international standards in payment
systems. In October 2021, the rules governing the network were
issued and it is expected to launch live transactions during the
fourth quarter of 2021.

5-

1

The CBE issued the rules governing digital lending through
mobile wallets to facilitate the credit scoring of the electronic
wallet clients - in cooperation with the Egyptian Credit Bureau
“I-Score” - based on the analysis of alternative data provided by
public utility companies and other institutions that deal with the
public.

Rules for New Payment Systems and
Services:

The CBE issued recently a number of rules to govern payment
systems and services including:

This is to enable the citizen to obtain a loan digitally and
instantly 24/7 through his e-wallet by 2022.

April 3rd Version of Rules
2021 for Mobile Payment
Services

July
2021

6-

Regulations of
Interoperability of
Service Providers

2
Digital Lending & Saving April
through Mobile Wallets 2021
Regulations
Regulations for Instant
Payment Network
Services “IPN”s

P2P transfers between mobile wallets and between
different bank accounts

This service enabled transfers between various conventional
types of bank accounts such as current and saving accounts and
between all mobile wallet accounts in an instant, secure and easy
way for citizens, eliminating the need to physically visit a bank
especially throughout the COVID-19 pandemic.

Oct.
2021

All fees and commissions related to transfers between mobile
wallets and between mobile accounts and bank accounts have
been cancelled till the end of 2021.

Mobile Payment Services:
The mobile payment service is considered
one of the most important payment services
that widely affects the achievement of
financial inclusion and stability, and helps the
transformation to a less cash-dependent
society:

Moreover, the number and value of annual transfers between
mobile wallets increased by 259% and 353% consecutively, from
June 2020.

• The CBE issued the 3rd version of “Rules for Mobile
Payment Services” in April 2021.
• Also, the CBE issued the rules for the digital lending and
savings service through mobile wallets.

Money transfer

Cash withdrawal and
deposit

Mobile top-ups and
bills’ payments

Receiving remittances
from abroad
Donations to charity
organizations/ Paying traffic
services fees/ Reserving
tickets and other similar
services

Payments Using Quick Response (QR)
Codes or Request to Pay (R2P) Services

3

03

•

The CBE has worked to promote the acceptance of payments
through Quick Response “QR” codes as part of the electronic
payment initiative towards the spread and activation of
electronic payments.

•

More than 400 thousands QR codes have been generated
through the initiative. Also, some awareness campaigns were
conducted to inform the public on how to use the QR code to
execute their daily payments whether online or through
electronic applications or at stores.

The current mobile wallets services include the following:

Issuance of credit
card VCN for use for
online shopping

Digital Lending through mobile wallets

4
•

Wallet Account Value Loading (AVL)

This service allows customers to feed their e-wallet accounts
using cards that are issued by any Egyptian bank without the
need to physically visit a bank branch or an ATM or a service
provider.

5 Pensions Disbursement through Mobile Wallets
•
•

67

67 Report 2020
Financial Stability

The CBE has been keen to ensure the comfort of pensionearners and avoid the spread of viruses among this segment
of the elderly population.
In this regard, the CBE signed a protocol with the Egyptian
National Organization for Social Insurance "NOSI" and the
Egyptian National Telecom Regulatory Authority “NTRA“ to
facilitate pension disbursement in a secure way through
mobile wallets.
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7- Bank Cards and Points of Sale “POS”:

Mobile wallets are considered one of the most important
payment systems and services of the “Meeza Digital”
network. The latter is highly effective in achieving
financial inclusion and stability. The rates of increase in
the number of wallets or the volume and value of monthly
transactions highlight the success of the network and the
increasing dependence of citizens on using it, especially,
during the COVID-19 pandemic. This leads to more
advancement towards a financially inclusive and cashless
community.

The CBE assigned importance to developing the infrastructure of
payment systems and services through implementing a number of
projects, on top of which, is the launch of the National Payment
Scheme “MEEZA” by the end of 2018, when the issued number of
MEEZA cards reached more than 20 millions. Furthermore, a
target that exceeds 25 million cards is sought to be achieved
through year 2022.

Value of Monthly Payments (In Billion EGP)
Evolution of the Number of Cards (In
Millions)
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The value of monthly transactions using mobile wallets
reached EGP 20 billion in June 2021 increasing by 160%
from June 2020.
Number of Mobile Wallet Accounts (In Millions)
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The number of e-payment cards reached around 52 million cards
by the end of August 2021.

Evolution of Number of Points of Sale (In
Thousands)
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Thanks to the exerted efforts, the number of mobile wallet
accounts in service reached 23.17 million mobile wallet
accounts by the end of June 2021, growing by 26%.

68,630
72,503
130,000
394,000
700,000

The number of points of sale reached around 700 thousand
points by the end of August 2021, increasing by 80% from
previous year and by 440% from 2019.

Number of Monthly Mobile Wallets Payments (In Millions)
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The number of wallets’ monthly transactions amounted to 20.7
million transactions in June 2021, recording a growth rate of
120%.
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The Central Bank of Egypt’s Payment Systems and Services Initiatives

ATM Initiative

Electronic Payments Initiative

An initiative was launched to spread 6500 new ATMs
around the country, with a higher proportion assigned to
the underserved areas in terms of banking services.
The Egyptian banking sector allocated around EGP 2.6
billion to such initiative, aiming to facilitate cash
withdrawals and alleviate the burden on branches of
operating banks in Egypt.

An initiative was launched to expand the reach and
use of electronic acceptance channels through
installing 300 thousand new electronic points of sale
and introducing 200 thousand QR codes. The
expenses of such initiative is estimated to be around
one EGP billion. In addition, an activation incentive
has been provided to those points in case of
realizing high rates for electronic payments, towards
achieving a cashless community and enhancing the
role of e-payments. Banks deployed 304,665 points
of sale and around 400,000 QR codes by the end of
the initiative.

According to this initiative, more than 2900 ATMs were
installed in Egypt till the end of August 2021.
Furthermore, it is expected that during the first half of
2022, the number of installed ATMs across Egypt will
reach 21,000, recording an increase of 46%.

The Central Bank of
Egypt’s Payment Systems
and Services Initiatives

Mobile Wallets Initiative
•

Issuance of e-wallets for free starting from
March 2020 till the end of 2021.

•

Waiving all commissions and fees on transfers
between mobile wallet accounts and between
mobile wallet accounts and bank accounts
starting from March 2020 till the end of 2021.

All fees and commissions on cash withdrawals from
ATMs were waived from March 2020 until the end of
year 2021.

Issuance of National Payment Cards within “MEEZA” Scheme
Farmer’s Card: The CBE, in cooperation with The Ministry of
Agriculture, issued the Farmer’s card. The project aims at issuing 3
million cards through the “Agricultural Bank of Egypt”, half of which
has been already issued, and more are in progress.
Solidarity and Dignity Card “”تكافل وكرامة: The CBE, in cooperation
with the Ministry of Social Solidarity and Nasser Social Bank, issued
1.8 million “Solidarity and Dignity” cards, and more are in progress.
Special Needs Cards, The CBE, in cooperation with the Ministry of
Social Solidarity and Nasser Social Bank, issued 2.3 million MEEZA
cards for the special needs segment, with more in progress.

E-commerce Expansion Initiative
An initiative to expand e-commerce was launched
on February 7th 2021, which aims at introducing
e-commerce into 2000 new companies in Egypt.
According to the initiative, all fees for activating
the services of electronic collection through the
internet were waived. By the end of August 2021,
5000 companies were introduced into ecommerce compared to 2900 companies before
the launch of the initiative, recording an increase
by 72%.

Contactless Cards Initiative
Prepaid cards were issued for free starting from
March 2020 and till the end of 2021. Such cards
will function without contact “Contactless” once
banks start to issue this type of cards.
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Digitizing Government Receipts
A governmental scheme for digital collection was launched, which
covers the whole country, and functions through the Ministry of
Finance’s electronic collection channels via the National Payment
Scheme “MEEZA”.
The number of POSs supported by QR codes at government
entities and institutions reached 20,000 points of sale.
The collected value of government services reached EGP 43.3
billion since the launch of the scheme in May 2019.

Replacement and Renewal of Pension Cards
The project of Replacement and Renewal of pension cards with the
national payment scheme cards “MEEZA“ and Mobile wallets was
launched, where four million cards were replaced and the remaining
cards are in progress.
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In light of the increasing importance of payment systems, The President issued Article Number 89 of the year 2017 regarding
the establishment of the National Payments Council, headed by his excellency and with the membership of some ministries
and related entities that aim at achieving the goals and functions of the council, including the reduction of cash use outside the
banking sector and incentivizing the use of electronic payment channels and instruments, which contributes to integrating the
informal economy into the formal economic system and achieving higher rates of financial inclusion. Moreover, significant
efforts were exerted over the past few years on the legal and legislative dimensions in addition to infrastructure development,
aiming to achieve digital transformation. The most important of these efforts include the following:

Insurance of E-payments against Cyber Attacks

National
Payments
Council (NPC)

As part of executing the decisions and assignments issued by the National
Payments Council regarding the insurance of e-payments against cyber
risks, the CBE - in cooperation with the FRA and some banks and
insurance companies - achieved the following:
Preparing a model for an insurance policy on e-payments against cyber
risks, that fulfils the banking sector’s needs. Moreover, eight insurance
companies have already used such model to prepare policies to insure epayments against cyber risks. In addition, the FRA reviewed and approved
such insurance policies to be used by banks and financial institutions that
wish to insure e-payments against cyber risks.

Also, the CBE and the FRA, in cooperation with the Egyptian Banks Federation, held two virtual interactive seminars in 2021
about “Insurance on e-payments against cyber risks”, aiming to provide information on insurance coverage to face cyber risks,
and therefore contributes to fulfilling the needs of banks and financial institutions for this type of coverage.

Recommendations of the Cryptocurrencies’ study:

The CBE conducted a study on cryptocurrencies including
some recommendations to mitigate cryptocurrency risks.
These recommendations were presented to the National
Payments Council which assigned the related entities to
execute the recommendations. In this context, the CBE
accomplished the following:

Coordination with the Anti-money Laundering and Terrorism
Financing unit to publish some warning statements - latest
was in March 2021- raising the awareness on cryptocurrency
risks and warning of cryptocurrencies’ issuance or trade or
marketing, or operating platforms for its trade or use in
completing transactions.

Some Prospective Projects

Digital lending through mobile wallets
Digital lending through mobile wallets is considered one
of the most important services that contribute to financial
inclusion as it will allow citizens to obtain a loan instantly
and electronically through their mobile wallets,
immediately following their loan requests. Ongoing efforts
target the activation of the service in 2022, while related
regulations were issued in April 2021. Instant lending will
be processed according to a digital credit scoring model
based on “Behavioral Scoring” for clients in cooperation
with I-score. This service will contribute significantly to
financial inclusion and digital transformation initiatives, as
well as the access for the un-banked segments.
Setting Regulations for Digital Banks in Egypt

Cooperation with the Anti-money Laundering and Terrorism
Financing unit, to prepare a ‘Negative List’ that includes the
most used sites for cryptocurrency mining and trading. This
list was dispensed to all related ministries and entities.

Coordination with related entities to take the required
measures in order to ban the imports of mining hardware,
close mining ports on the internet, and warn citizens of the
risks arising from participating in Initial Coin Offerings (ICOs),
which target collecting money from participants to invest in
different projects, without supervision from any entity.
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Digital banks are considered one of the most important
channels to provide electronic banking services to
customers, which ultimately achieves financial inclusion.
There arose a need for a supervisory and legislative
framework to generate a novel type of banks that provide
electronic banking services and financially include new
customer segments. The CBE is currently working on setting
the supervisory framework to provide licenses for digital
banks, which is expected to be finalized during the fourth
quarter of 2021.
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