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Headline inflation close to two-year high in Sep, on seasonality 

Egypt’s headline urban consumer price inflation jumped to 6.6% in Sep, from 5.7% in Aug, hitting close to a two-year high and coming in 

above our expected 5.6%. The elevated reading was driven primarily by a sharp jump in the more volatile items in food prices, reflecting 

seasonal price swings. Food inflation accelerated to 10.6% in Sep, from 6.6% in Aug, while non-food inflation decelerated to 4.9%, from 

5.3% in Aug. On a monthly basis, food prices jumped 3.5% M-o-M in Sep – the highest in more than a year – as vegetable prices jumped 

21.2% M-o-M; excluding fruit and vegetables, food prices were up only 0.9% M-o-M. We note that such price jumps are typical at this 

time of the year, due to weather conditions around the harvest; while the market was spared such moves in the past couple of years, 

monthly food inflation has averaged 2.5% in Sep between 2014-18 (see fig. 7). Meanwhile, non-food inflation was nearly flat in Sep, up 

only 0.1% M-o-M, with the absence of any major price rises in non-food items of the consumer basket. 

Underlying inflationary pressures remain muted 

The Sep inflation reading still points to the absence of any signs of rising underlying inflationary pressures. Food prices have been, indeed, 

on the rise in the past few months, but this was largely reflecting the lower base from last year and a very gradual pass-through of rising 

global commodity prices. This month’s jump in vegetable prices – almost entirely domestically produced – is not a sign of rising underlying 

inflation, nor is it indicative of infiltration of global food prices. We adjust our forecasts to include Sep’s elevated reading, as well as the 

recent decision to hike fuel prices for the third time this year; we note that higher fuel prices will not have a large impact on headline 

inflation, given a 2.4% average increase in prices and a continued stabilisation of diesel prices. We forecast inflation to end the year at 

5.2% (from an earlier 4.3%) before rising to a range of 6-7% in 2022. 

CBE likely to stay on course of stable policy rates 

We expect the Central Bank of Egypt (CBE) to continue keeping policy rates on hold at its next meeting to be held later this month and until 

year-end. Sep’s rise in inflation does not warrant any reaction from the CBE, in our view, given that it was driven by seasonal factors. 

Inflation remains well within the CBE’s target of 7% +/-2%. Moreover, underlying inflation remains subdued, by virtue of the low non-food 

inflation and core inflation numbers. We do not expect any immediate reaction from the CBE to the prospective tightening by the US 

Federal Reserve, considering the sizable cushion on real rates. Our expectation of relatively subdued inflation at least in 1H21 – as 

consumption recovers gradually – leads us to expect policy rates to remain on hold at least until mid-2022. Key risks to this outlook include 

a continued rise in global commodity prices and/or a more-aggressive-than-anticipated tightening in global monetary conditions. 
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Figure 1: Annual headline inflation accelerated… 

In Y-o-Y % change 

 
 

Source: CAPMAS 
 

 Figure 2: …driven by food prices as non-food inflation slowed 

In Y-o-Y % change 

 
 

Source: CAPMAS 
 

 

 

 

Figure 3: Inflation was up 1.1% M-o-M… 

In M-o-M % change 

 
 

Source: CAPMAS 
 

 Figure 4: …as food prices spiked, while non-food was nearly flat 

In M-o-M % change 

 
 

Source: CAPMAS 
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Figure 5: Seasonal rise in vegetable prices drove the spike in food 
prices… 

In M-o-M % change 

 
 

Source: CAPMAS, EFG Hermes 
 

 Figure 6: …with tomatoes leading the price rise, jumping 89% in 
Sep, on a monthly basis 

% change in tomatoes prices 

 
 

Source: CAPMAS 
 

 

 

 

Figure 7: Vegetable prices rising in Sep is typical at this time of the 
year; food prices average 2.5% M-o-M in Sep 2014-18 

In M-o-M % change 

 
 

Source: CAPMAS 
 

 Figure 8: Real policy rates still enjoy a decent cushion of +2%, albeit 
having recently diminished as inflation normalises 

In % 

 
 

Source: CAPMAS, CBE 
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Guide to Analysis 
 
 

EFG Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional economic 
environment. 
 
In special situations, EFG Hermes may assign a rating for a stock that is different from the one indicated by the 12-month expected return relative to the corresponding target price. 
For the 12-month long-term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms: 
 

Rating Potential Upside (Downside) % 

Buy Above 15% 

Neutral (10%) and 15% 

Sell Below (10%) 

 
EFG Hermes policy is to update research reports when appropriate based on material changes in a company’s financial performance, the sector outlook, the general economic 
outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move outside of the longer-term 
rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock immediately. However, if a stock has been 
outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to review the rating. 
 

Copyright and Confidentiality 
 

No part of this document may be reproduced without the written permission of EFG Hermes. The information within this research report must not be disclosed to any other 
person if and until EFG Hermes has made the information publicly available. 
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