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DECODING THE ECONOMICS OF COVID-19

MORE THAN ONE YEAR LATER: HOW DID ECONOMIC SECTORS FARE SINCE THE BEGINNING OF THE PANDEMIC?

Economic & Financial Consulfing

In March 2020, at the onset of the pandemic in Egypt, Dcode EFC had identified the below potential “winning/ losing” sectors based on a qualitative and quantitative assessment of potential COVID-19 impacts
thereon. One year later, we look at the actual performance of these sectors versus expectations, while shedding a light on government support measures as well as digitalization efforts that have helped keep
some of them afloat. Overall, 10 out of 14 sectors turned out as expected (71%). Meanwhile, three sectors have beaten expectations as discussed below; and only oil & gas performed below expectations with
the lower global and local demand which led to lower oil prices and production.

DCODE EFC EXPECTATIONS IN MARCH 2020
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A change in consumption has led to a change 6 @ Turned out as expected

5 in offerings (shift to other products/ online
sales). A number of clothing factories
started to manufacture fabric masks.

Acceleration of FinTech

Financial
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Government investment in infrastructure,
coupled with investment patterns of
consumers, have supported the

sectors and avoided a huge contraction.
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The pandemic expectedly resulted
in higher demand on pharmaceutical
products’ imports and exports.

Medical Supply
& Services

Construction
& Real Estate

Education

While home consumption
of food increased during

1 3 the lockdown period,
COVID-19 has negatively
affected Hotel-Restaurant-
Institutional demand for
beef, poultry, dairies,
sweets and snacks.

Government’s older-vehicle
replacement and conversion
3 initiative supported the
automotive industry whose
sales increased in 2020.
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Potential
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Food Processing
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Increased production
17 and exports of medical
masks and sanitizers

Suez Canal receipts withessed
2 a slight decline yet outperformed
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given government support.
An acceleration of E-commerce and

internet usage due to social distancing

WHAT ACTUALLY HAPPENED
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In the following page, we look into more details on each sector’s actual performance, government support measures and how digitalization has touched upon almost all sectors, contributing to their performance.

*It is worth noting that according to the International Food Policy Research Institute (IFPRI), some food processors have benefitted from COVID-19 while others’ losses were relatively small.
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ACTUAL PERFORMANCE & GOVERNMENT MEASURES

No. of Payment Cards (Mn)
519 135%

Tourism Sector Y-o-Y Growth (%)

Prepaid Cards
3.4%

B I ———————————————

-39.4%

Debit Cards 130 +10%

= Dec-19
B Dec-20

Credit Cards 33% +14%

H12019/20 H2 2019/20

® |ncreased shift towards FinTech

" Most commercial banks have reported
relatively healthy profits for 2020

s The government has introduced tax holidays
& access to subsidized loans for the sector.

-3%

The Suez Canal Authority reduced fees

for container ships to attract traffic.

It is worth noting that global trade

is estimated to have declined by a

higher 9.6% in 2020.

EgyptAir losses recorded EGP 7 bn in 2020.

+32%

m The government is providing low-interest
loans for car owners to convert or replace
1.8 mn cars to run on both gasoline and NG.

= Carimports were up also 42.8% in 2019/20.

Decline in Suez Canal
net tonnage in 2020

Extractive Industries Sector Y-o-Y Growth (%)
1.4%

I

-6.0%
H2 2019/20

Increase in passenger
car sales in 2020

H12019/20

8

of LNG during the first quarter of 2021
will exceed the total for the whole of 2020

Construction & Real Estate Sectors’
Y-o0-Y Growth (%)

B Construction & Building m Real Estate
9.1%

H12019/20 H2 2019/20

s Continued implementation of mega projects
m Subsidized mortgages

Manufacturing Sector Y-o-Y Growth (%)
4.4%

-

-1.8%
H12019/20 H2 2019/20

m CBE’s EGP 100 bn industry stimulus initiative

m |Industrial Index**** contracted by 6% in 2020

m Sub-indices that expanded in 2020 are paper,
minerals, pharmaceuticals and furniture.

USD 3 03 bn

(+63 .Scyo y-0-Y)

= During that year, food & personal care grew
by 94.8% followed by toys, DIY & hobbies

(65.1%), fashion & beauty (62.8%) and
furniture & appliances (62.1%).
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B Lower ATM & transfer fees; subsidized loans

" A hit to global & local demand and oil prices
m Gas industry data indicate that Egypt's exports

Internet Y-0-Y Increase in Sep-20 (%)

Mobile internet

o)
subscriptions S

ADSL subscriptions 19%

The % of mobile internet subscriptions from
total mobile subscriptions increased by 13 PPT
Communications sector grew by 14% in H2
2019/20 from 16.5% in H1 (highest)

Demand on face masks, sanitizers and
protective equipment has skyrocketed

Egypt’s total daily production of medical masks
has reached 3 million masks, working

at one-third of the production capacity**
Egypt’s exports of ethyl alcohol*** went up

by 505% in 2020 to USD 2.58 mn even given

a temporary ban of exports of masks & alcohol
sanitizers to ensure availability

® Wholesale & Retail Trade sector grew by 3.9%
in FY 2019/20 (from 3.8% in 2018/19)

® An increased interest & investment in
E-commerce channels within the grocery
sector and food services (whether B2C or
B2B) such as:
-Max AB (a B2B e-commerce marketplace)
-Fakahany (fruits and vegetables platform)
-e Aswaaq (B2B Marketplace provider)
-Trolley (An online market)

EGP 1 4.4 bn

Health sector growth increased from 3.7%

in 2018/19to 4.3% in 2019/20.

Meanwhile, the healthcare sector came in
second in terms of the number of M&A’s

in 2020 (19 transactions up from 10 in 2019).

Value of pharma
sector M&A’s in
2020 (2nd highest)

Value of online consumer
goods purchases in 2020

Sources: Central Bank of Egypt, Ministry of Planning & Economic Development, Ministry

of Tourism, Suez Canal Authority, IMF, AMIC, CAPMAS, MoF, UNIDO, Ministry of Petroleum,

Food Export Council, United States Department of Agriculture (USDA), International Food Policy
Research Institute (IFPRI)Hootsuite, MCIT, NTRA, Trend Economy & Enterprise.press

**According to a statement by the head of the Medical Supplies Division of the General
Federation of Chambers of Commerce in January 2021

***"Undenatured ethyl alcohol 80% strength or higher; ethyl alcohol and other spirits,
denatured, of any strength"

****UNIDO’s Seasonally-Adjusted Industrial Performance Index (IPI)

DIGITALIZATION HAS TOUCHED UPON ALMOST ALL SECTORS WHICH CONTRIBUTED TO THEIR PERFORMANCE

According to global reports, the COVID-19 pandemic and the need for social distancing and contactless experiences has accelerated the use of digital technologies worldwide. It has also resulted in the digitization
of companies’ processes at almost every stage of their value chains including customer interactions and supply chains, among other operations. The same is happening in Egypt, whereby the digital transformation
is being withessed in almost all sectors. Below are some examples.

Tourism:

Online museum
tickets & virtual
tours

X

Real Estate:
Online registry
Y services

Banks:
Increasing ATMs &
POS machines

ATM

- Education:

‘5! “ A shift to online/
L—_ 3 blended learning
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Agri-food:
The emergence of
online groceries
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Retail Trade:
Acceleration of
e-commerce
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Government:
Online filing of
taxes & customs
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*Including the'USD 25 mn Disruptech, and the CBE’s EGP 1 bn FinTech
fund in 2020. VCs made commitments to 12 FinTech outfits in 2020.
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FinTech:
Launch of several
FinTech funds*
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