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FOREWORD
 
,1 

Objectives
 

The Government of Egypt and USAID commissioned a Survey of the BankingSector to present a review and analysis of the sector's characterist
ics,rp r- ioperations and regulatory framewcmrk.t ontl n ri-nr' 

Special attentinn is dih an 'i s p- s p.... - 1 the_ areaP;_ofn term lendingto the nr'Vuap h5npS sector. This review and analysis shou..
 
highlight operational, environmental and other constraints affecting

the banking sector's ability to provide term loans to the private
business sector. 
Based on the findings of the survey, solutions are

suggested to relax perceived constraints to term lending in the
 
private business sector.
 

Methodology and Structure
 

The Study Team (the "Team") in undertaking the Survey of the BankingSector (the "Survey"), relied, on published 'data-.of. alarge number ofbanks, and obtained.the cracinus cooneration of.±hg Central Bank ofEgpin supplying the Team with aggregate and sectoral data on 
the
anKing sector. 

In addition to published information and aggregate and sectoral dataprovided by the Central Bank, an extensive interview process was un
dertaken by the Team covering twenty banking institutions, Exhibit Idetails the institutions interviewed,. Key officers interviewed inthose institutions are listed in Exhibit II. .' Along with the inter
view process, the Team did gather data through a questionnaire which
 
was distributed to the sample-banks coveredby the Survey, Exhibit
 
III contains a copy of this.questionnaire. 

It should be noted that all -four sources of information. contributed 
to the understanding of the banking .sector's characteristics and
 
operations. 
 The results obtainPH From LhQ yuestionnaires were less

than complete'ly satisfactory. Some of the data requested was not

received because it was 
not readily available or not gathered on 
a

regular basis. Other institutions were reluctant to provide the
information needed or were simply unwilling to provide such informa
tion in the form of a questionnaire. Nevertheless, the interview
 
process was generally very sjcr-p.,,'1 and obtained thethe Team full 
cooperation ot most of.the institutions visited.
 

The team believes that the data supplied by the Central Bank did provide theStudy with aggregate and sectoral information need-ed to enable 
a comprehensive view of the data provided by individual institutions.
 
In addition, the interview process was 
in general very successful,

and allowed a penetrating assessment of the facts and data through

which the team bLlieves it captured the main variables under consi
deration.
 

In the following sections, a presentation of our findings, conclusions
 
and recommendations is made.
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SUMMARY AND FINDINGS 

The purpose of this Banking Sector Survey (the "Survey" or the "Study"
is to provide a detailed description of the banking sector, its ope
rations, characteristics and regulatory framework. The emphasis of
the Study is on the banking sector's term lending practices to the

jrivate sector, and the constraints affecting such practice.
 

The aim of the Survey is to enable a better understanding of the 
workings of the banking sector, its strengths, and weaknesses and
 
the constraints on its abili.ty to provide an increasing volume of 
term lending to the private sector. Such an understanding should

provide the basis for the development of. policies, programs and 
mechanisms by USAID in cooperation with the Government of Egypt
("GOE"), to stimulate a larger flow of medium and/long term lending
to the private sector by the banking sector. 

The Study found the banking sector to be regulated by aw 163 for1957, law 120 for 1975 and cerainarticles of law r ' 4 as 
S192 n aitlon, the BE issues 'periodic

regulations relating to the traditional use of..monetary instruments 
such as liqui'dity ratios, reserve -requirements, etc. Lately, how
ever, following the letters of intent and other understandings reached
with t=e Tiernational Monetary Fun777.thle-I.rsre to more dirct 
metods of intervention in-the banking sector's operations. 
 These
 
have been in the form Qf ceilings on credit exPansio. for the economy
 
as a whole or for selective sub-sectors of the economy. -The current
 
ceiling on 
credit expansion imposed bythe CBE as a percentage of
 
each indiviudal 
bank deposit base(65.) in.Egyptian pounds.seems to

be the most constraining factoip on the banking-sector,s, ability to exte 
credit at the present time. Furthermore, the narrow range two
centage points) set b4 thf TBF for lendin rt;n h..r.77=a
does not-a- for the needed flexibility in discriminating for or
against different forms of lending in.terms of activities, (with the 
.exception of food security projects) maturity, guarantees, etc. 

Moreover,. the Team found that many of the regulations are outdated,
and to a certain degree archaic, in that -they were formulated at a 
time when traditional crops (e.g. cotton) played .acentral 
role -in .
 
the economy, and therefore, required special treatment in their
 
financing. In addition, it was found-that many of the banks inter
viewed do not regard the CBE as 
a lender of last.resort, Some have

mentioned that.the laws governing-the activities of 'the CBE allow it
 
to lend to banks against such.guaranteed commodities-as cotton or
 
gold.
 

Finally, the Team.feels that the..CBE possesses a-less than adequate

statistical data gathering, storage capabilities and management

information system. 
The inadequacy of such capabilities or systems

may explain the-lack of early warnings for certain present problems 
or the delayed responsiveness of the CBE thereto.
 

The banking sector is composed of 59 banks. Twenty four of these. 
institutions are commercial banks, of which four are public sector, 
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with the remaining twenty divided between joint venture institutions

and private Egyptian institutions. Other non-commercial banks include the public sector specialized banks, the investment and mer
chant banks, in addition to the branches of foreign banks operating

in Egypt. Two institutions, included in the above count, are still
 
reo_-dPd; nftrhorp ankinq units. 
 The first is the Arab International Banlorganized through an international treaty between the
rovernments of Egypt, Lybia, United Arab Emirates, Oman, Qatar, in

dddition to some 
private arab participants. 
 The second institution
 
is the Manufacturers Hanover Trust Company 
 o r bra Allother banking institutions operating in gyptT-11 th super
vision and control of the Central Bank of Egypt.
 

Our survey of the banking sector yielded some very interesting
findings. The following are some of the more 
important issues:
 

1. Efforts to mobilize resources 
into savings have been relatively

successful. 
 The deposit base of the banking sector increased from

L.E. 4,034 million in December 1978 to L.E. 10,890 million in

December 1981. This reflects a growth in the banking sector

deposit base of 163% between December 1978 and December 1981, 
or
 
an 
average annual growth rate of 36;'5%.This growth in deposits was
 more pronounced in foreign currency which grew by 159% in the

period 1978-1981, or an average of 38% -per annum. 
The growth in

L.E. denominated deposits grew by 150% between 1978-1981, 
or an
 average of 36% per annum. 
At present, the banking sector's

deosit base stands at L.E. 10.9 billion, of which L.E. 3.'955bj,
lionTsfn T~reQn currency equivalents.
 

2,7 Successive increasesin interpst rates oaid on time and"-.gs

!j deposits, and the exemption of such revenues from taxation haveyielded sustained growth in time and saving deposits as 
a percent


of the total deposit base. 'Time and savings' deposits as a per
centage of the total 
deposit base have increased from 38% in 1978
to 56% in 1981. 
 The high interest rates paid in international
 
capital markets have had their impact on the local 
scene. This

is reflected in the enormous increase in time and saving deposits
denominated in foreign currencies from a level of 33% 
of total

foreign deposits in 1978, to 6&% of the same in 1981. Antotal 
other reason for the substantial increase in foreign currency
deposits is theability of individuals to realize substantial re
turns through arbitrage operations. Arbitrage.perations. holding

foreign currency deposits yielding higher rates and borrowing
E'r 
f-pu,,d yuranteed by such deposits, paid up hanosoely

untlne 
 d that debtor rates
Treed should be at least two
 
percentage points higher than creditor interest rates on 
deposits
guaranteeing such borrowings. 
 On the Egyptian pound -counterparts,
time and savings deposits have increased from 40% of total L.E. 
deposits in 1978 to 57% Df deposits in 1981.
 

3. The private sector deposits with the banking sector amounted to

L.E. 6,956Million as of December 31, 19_1. Such a deposit base
is divided into L.E. 1,752 million in demand deposits, L.E. 4,601
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million in time and savings deposits and L.E.603 million in ear
marked deposits. These deposits held by 
 vate sector re
present 64% of the total deposit base of-the banking 
sector. In
 
terms of categories, they represen 52% of total demano deposits,
 
75% of total 
time and saving deposits and .44%of earmarked deposits

of the banking sector as a whole.
 

4. The avPero? rrnifi-y nf time and savings deposits is estimated at
about 12 months in Egyptian pounds with the mode (most frequently
observed) 6t'
months. With respect to forpion currency time and
 
savings deposits, the average maturity is about 60 days with the

median maturity equal tZ-Tdays. 
in this regard it is important

to note that despite the success of government policy in mobiliz
ing savings into the banking sector. It has not had proportionate
 
success in lengthening the maturity of the deposit base. 
 The

National Bank of Egypt Certificatesare the most successful instru
ments developed so far in terms of the lengthening of depositsS
maturities (up to ten years for group C). Certain new instruments
 
introduced by some of the public sector banks as 
well as other non
 
public sector banks (for example .the Golden Certificate offered
 
by Egyptian American Bank) may hold the key to future innoVations
 
and creativity by the banking sector in an 
attempt to lengthen the
 
maturity of its deposit base.
 

5. The loans and advances offered to the business sector by the bank
ing sector have exhibited a continuous.rate of growth between 1978

and 1981. Total loans and advances to the-business sector pro
vided by the banking sector amounted to"L.E.2,493 million in

December 3], 1978, and have grown 
to L.E. 8,024 million in Decem-..
b. This represents a growth rate of 222%, or an aver
age rate of growth of 48% per annum. When differentiating between
 
Egyptian pound denominated loans and'advances, and those in foreign

currencies, 
we find that L.E. loans and advances have increased
 
from a level of L.E. 2,268 million in December 1978 to L.E.6,523

million in December 1981. This reflects a growth rate of 188%, or
 
an average growth rate of 42% per annum. 
 In contrast, growth in
loans and advances in foreign currencies reached L.E.Il.fU million
equivalent in December 1981 from a leveTot-L.E. 245 million equi
valent in December 1978. This reflects a growth rate of 513% or 
an average annual growth rate of 83%.
 

6. The loans and advances to the private business sector have shown
 
a steady growth, both in absolute terms as well as a percentage

of all loans and advances offered to the total 
business sector.
 
Total private business loans and advances grew from L.E. 687 mil
lion in December 
19/8 to L.E. J2 million in December 1981.
 
This is a growth of 5=O or 82% pei As
, annum. a percentage of

total loans and advances offered by the banking sector to the busi
ness 
sector, the private sector's share increased steadily from a
 
level of 38% in December 1978 to 51% in 1I.
 

As stated above the private business sector received loans and

advances from the banking sector in 1981 amounting to L.E.4,120

million of a total loans and advances offered by the banking sec
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tortothe business sector amounting to L.E.8,023 million, or
51%. Loans and advapcs to the private business sector with
maturities of gver one year have increased from a level of L.E.97million in December 1978 to L.E.531 million in December 1981, or
 a 447% growth reflecting an average annual 
rate of 76%. Loans
for more than one year in Egyptian pounds grew by 475%, or 79%
 per annum. 
 In contrast, the foreign currency counterpart grew

399% or 71% per annum.
 

The foreign currency component of Loan and Advances to the private
business sector witncssed a growth of 1256% between December 1978
and December 1981, 
or 140% per annum. in contrast, the local
 
currency component grew by 436% 
during the same period with an
 
annual growth rate of 76%.
 

7. The concept of rollover of short term loans is quite popular in
the banking sector, especially with public sector banks. 
 At one
such institution, the Team was 
told that if rollover was taken
into acctU;,, then 50% of the loanas tis public sector bank
 
to the private sector are medium term (over 2e 
 and0% of
 
t-he loans to 
the publi'c sector can be classified- as medium term.
 

,The average size of loans and advances, as well 
as the type of
 
(limit the bank sets 
on such loans as a percentage of their networt
differs greatly from one institution to the other.
 

8. With respect to the banking institutions, the Study found the
banks to be facing severe problems in managing their lintidit
 ,
inEQyptian poundsbecause of the CBE's reulation requiri
credit extension be equal 
that 

to 65% of the individua1 bank's depos-ibase. in accordance with the 9BE regulation, blare nott be included in the bank's depositbase-
-~~i onant
Das :' Iven on a net 
therefore,,the need for and the 
ra 'eTr an Interb~ 
 market in Egyptian pounds may have. been completely obliterate(
 

As for the liquidity management of foreign exchange, the Study
found most banks to be fairly liquid inforeian rrre and are
mostly net placers o 
 s, mainly abroad. Interbank
borrowing and foreign lines of credit 
are abundant but not often

used due to the banking sector's general over liquidity in
foreign currency. Lis only recently, and in view of decreases

incertain :overeign revenues like petroleum, that the public

sector
banks 
 =t o ider artof the shoralt .rou.
 2:; ba ig Ue haqe complex. rn addi
tion, the CBE received a $ 200 million tem facility 7y a consortium led by Chase Manhattan Ltd. This facility is being
offered to the CHr. for a period of two years at a sprea of 5/8%
over JTEQ , with the borrower having the option 
 to renew the
facility for one year at a spread of 3/4 over LIBOR.
 

9. The managementof liquidity varied greatly aonD 
 banks which were
interviewed. 
 Some banks have a highly sophisticated ystem for
their liquidity management, others use 
very primitive ratios and
just attempt to be within the guidelines of the liquidity ratio.
set by the CBE. The management of liquidity is 
most notably
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practised by certain branches and in the foreign currency section
 
'of certain joint ventures. In those institutions, the treasury
 
operations aimed at enhancing the 'management of liquidity and pro
fitability may account for up to 50'X of the total branch balance
 
sheet.
 

10. Other sources of funds may be made available to certain of the
 
specialized public sector banks in the form of advances or loans
 
made by the CBE. In addition, certain international bodies have
 
provided concessional loans to specialized banks like the Develop
ment Industrial Bank (loans offered by IDA, USAID QLfund,
African P Innpmqt Bank. IBRD, etc.). Misr/ran Development Bank 
was also the recepient of a 0 million loan from the World*Bank 
in December 1980. In addition MIDB was innovative in tapping the 
local capital 
market through the issuance of filoting rate certi- e.
 
ficates of deposits. The team is not aware of any present attempt
 
to follow suit in the local market. In the Eurobond market, a 
International Bank tapped the market with a $ 25 million float
ing rate note with a 3/8" over LIBOR and a 5 year maturity. At 
present, the National Bank of EQvrn is preparing to launch a float
ing rate note of $ 30 million with 5 years maturity. The National 
Bank of Egypt Syndicate is lead manaoed by Dillon-Read and floated 
in the eurodollar market. Although there is a high degree of
 
foreign exchange liquidity in the local market, it is for short 
term maturities. Thus, NBE issued these floating rate notes out
 
of a desire for longer maturities.
 

The Survey found the banking sector, in line with Egyptian tradi
tion and cultural heritage, to be highly legalistic in orientation 
and conservative in natirp. The lending practices are highly
biased toward collaterilized and guaranteed loans. This. is both 
a cause and an effect of the legal setting. In view of the recent 
history of sequestr tion and nationalization, many o~f the private 
sector firms opera ing in Egyptian market are highly undercapital
ized and their st- ed e uity capital do not- in any form or shape,
reflect the companies networths or s=iy-the volume of business 
being undertaken. In view of this state of affairs, the banks
 
have to resort to personal guarantees and collaterials which fur
ther reduces the importance of adequate capitalization in the
 
equity holders view.
 

The team found that policies Qf ttinn limits on epnoqure to any
 
one client vary from one institution to the iothr. Usually, such
 
a limit is set as a percentage of the bank's networth. In addi
tion, and in accordance with the Central Bank's regulations, a
 
commercial bank cannot have more than 25% euitv Qarticination in
 

,an Furthermore, the banks usually set a limit on their
 
exposure to any one project as a percentage of their total net
worth. Sector 
 limits are set per industry or line of activities.
 
These sectoral limits not be written down but are
may always
 
present when .pproving new projects or loans. The procedures of
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credit approvals vary from one institution to another but they

generally follow a similar pattern in regards to levels of autho
rization commensurable with the level of credit officers or
 
committees under consideration.
 

13. As explained earlier, the. 
ankinq sector is heavily biased toward
 
requiring guarantees and collateralization of loans. In mos-f cases
 
a commercial 
and or real estate mortage is necessary in medium
 
term 
lending. Other types of guarantees vary according to the 
kind of loan and maturities. Acceptable guarantees include c 
aqricultijral cro s, merchandise and other goods, stocks, bonds, 
bills, contracts, iQ iJ ies and personal quarantees. 

14. It was the finding of the Team that most banks adhere to the CBE's

tarrif and that effectiye interest rates are based on the an al 
rates oCBE's regulations with interest 
caroed on a montlv h isJ which makes a i ersomewhat
 
over one percentage point' annually. 
 The team found that other
 
fees and charges are levied in accordance to the CBE regulations

with counterbalance requirements not used by all banks interviewed 
except the Development Industrial bank. Management fees vary

between one half and one percentage point- depend-ing on the size
 
:of the loan and quality of the borrower with committme t fees usu
ally levied at one percent on undisbursed balances.
 

Constraints
 

The Survey found that there were major obstacles to increasing the

flow of funds to the private sector. These obstacles may be categor
ized into two major types of groups.
 

A. Environmental 
and Economic Constraints
 

This group of constraints is general in nature with problems which go

beyond the control of the investor or the banking sector. The fol
lowing are some of the more important ones:
 

- The first deals with the degree of economic and political stabil
ity required to install confidence in the Egyptian private sec
tor to commit itself to productive projects which will take 
years to pay off. In addition, it is the kind of political

stability which would encourage the lono awaited marriape Of
 
arab capital, western technoloo, and-Egyptian manpower.
 

- Futhermore, the instabilityof economic p and trequent
changes of laws and reoulaTons affecting various types t econ
omic activities have been found most discomforting and destabi
lizing to the investors' confidence in the declared economic
 
policy. 
 In this context there was wide agreement that the

Govrnment had to determine its priorities with clear demarca
tion lines for areas in which it desires the private sector's
 
participation and those exclusive to the public sector. 
Many

investors and bankers feel that there is 
an a eaof clear
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nolicies _utlining _the functions of the private and publictors respectively. Others Iee 
sec

that there is a clear cut and
unmistakable bias for the public sector. 


- Several of the key executives interviewed have complained of the
lack of a proper spokesman for t 
 a te sector. 
 This institution or--persn Should unite the private sector's diverse organization and draw the Government's attention 
to the problems,
needs and aspirations of the private sector. 
 The current diverse
organizations and syndicates representing the private secrtor are
not united and do not 
even enjoy a minimum level of coordination.
In addition, 
some of the present organizations seldom command
the attention, let alone the interest of the policy maker.
 

The current psychological 
climate is exerting tremendous pressures on the willingness of investors and business to undertake
investments in Egypt. 
 In the aftermath of the tragic incidents
of October 1981, 
and in spite of high level directives to the
contrary, the media 
seems to have taken up a campaign in which
certain accounts are being settled, inside 
as well as outside
the business community. 
This has had both political and economic
ramifications, and such a state of affairs fuels the destabiliz
ing factors referred to earlier.
 

- The lack of adeuate infrastructure or industrial estates may
have contributed to the reluctance or unwillingness of investors
to undertake industrial projects. Finally, the lengthy procedures and multiple approvals and bureaucratic nightmares which
the investors have to undergo add.an additional constraint on the
investors' willingness to undertake projects.
 

- Bureaucracy and red tape was often cited as one of the most discouraging factors affecting investments in Egypt. Multiple
approvals procedures and a prolonged system of sectoral 
clearings
add substantially to a project's lead time. 
 Despite announcements
to the contrary, the Government bureaucracy is yet to cater to
the 
needs of the investor in terns:6f speed of decision making

and approvals.
 

- In addition to the frequent changes in laws and regulations referred to earlier, the Survey found that economic policies are
omewhat unrealistic in their attempt to Keep the value of the
Egyptian pound pegged at a:n 
unrealistic and ficticious 
level.
Bankersand businessmen interiewedwoul' like to 
see a rectification of such 
a state of affairs and a 'eva ua ion of 
 he pound
to a level 
at which the Government can interfere in support of
the national currency and at which level, 
the Egyptian pound
I becomes convertible or close to convertibility.
 
- Related to the above point, the constant erosion of the value
of the pound made many investors-unwilling to borrow in foreign
currencies due to exchange risk anticipated or already experienced.
Many projects are facing serious problems at the moment, due to
the fact that they have to repay foreign currency loans calcul
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ated at the time of borrowing at the level of US$ 1.0 = L.E.0.8;
while'the rate at the time of writing this report is in the range
of , I n = I.F.,20. Such projects having to rely on earnings

oenominated in Egyptian pounds facing, with their bankers
are 

serious problems.
 

Investors and bankers have, at tinies,-voiced opinions about the 
use of fiscal policy to encourage certain types of projects. For 
instance, the lack of custom protection for Egyptian industries
which are suffering from the destructive competition of impoft
is not readily accepted by many interviewees. In addition, the
 
lack of sufficient differentiation in the tax exemption of in
dustrial and commercial activities is not conducive to undertake
 
-industrial projects.
 

B. Projects and Banking Constraints 

These constraints mainly deal with the projects submitted to the 
bank~QQ institutions for financing and the limits on the sector's 
ability to increase t e flow of mee'um and long term loans to the

private sector. The following are some of the more important ones
 
which came to the Team's attention:
 

- Man, bankers have complained of the lack of well studied -and/_or
 
p_6CKaq2- nrniQC - In this regard, complaints have centered on
 
he absence of well prepared feasibility studies and/or the ab

sence of well packaged (bankable) projects. The banks have
 
limited human resources which can be directed toward the prepa
ration or major revisions of feasibility studies (a function
 
they do not wish to be involved in), and cannot afford to employ

such resources for everyproject submitted. Banks would rather
 
use 
such talents in the appraisal of feasibility studies already

prepared, to determine their relative attractiveness for financ
ing or equity participation by the bank.
 

- The Qeneral Tlarkof market data does contribute to the inappro
priateness of many of the projects submitted and makes their
 
appraisal much more difficult and costly. Additionally, the
lack of proper data increases the-ikinec of the project;
 
thereby making it financially unfeasible, or requiringa higher

level of guarantees and collateralization.
 

- Another area of relative concern was the availability of entre
prenueria I t,leuts.or peo~lewitha~royentrack record in indusriesor projects which they are promoting. Unless the bank is

assured of the presence of such talents, or the bank is willing

to take a major entrepreneurial or promotional role in the pro
ject under consideration, it is most likely that it will turn
 
it down.
 

- Banks have often complained of the lack ofnroDer capitalization

of many projects which are submitted to their attention. It is
 
not unconnon .that pro" ;04 o"ith I ' n -cipated.ti 

equity capital 
are being presented to the bank's attention. uch
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a lack of proper understanding of what is involved, and the

required adequacy of capital structure leads many bankers 
to

reconsider their general willingness to 
even review such projects.
 

Another source of concern 
is the general lack of skilled laborers
in certain of the 
industries under colITMe-ra-on and the periodic

unavailability of 
raw materials. If these two components 
are
onavai lable,it certainly affects the total 
riskiness of the pro
ject and makes it less 
likely to be implemented.
 

The\bility of the banking sector to lendmedium erm
loansN ' qeneral is severely curtailed by the maturity structure
6 e-- The intlexibility ot the Central Bank 
regulations with respect to creditor interest rates does 
not

allow the banking institutions to expand their longer term deposit base. Given the above situation, it should be noted that
there is a limit on 
the maturity transforation function of any
banking institution changing short term liabilities into longer

term assets. 
This process is futher complicated if the Central

Bank is not uniformly regarded as a lender.of last resort.
 

Unlike t~e banking institutions operating in countries with
developed capital markets, the management of banks in Egypt is
 
a management of assets rather than liabltl 
 management. InsT7tutions operating in the Egyptian market, to a great extent,

take their liabilities as a given, and attempt to make the best
 
use of such resources by creating.suitable assets 
portfolios.

The inability of banks to rely on 
a readily available and viable
financial market, severely limits their abilities and flexibility,

and increases cheir respective maturities risk profiles.
 

The, spread stipulated b. the CBE in terms of minimum and maximuminterest rats charged by banks on loans does noto ie.th li d
ing institutions the needed flexibility to differentiate between
different maturities and difoe 
 ypes of econogmic activities.

In this regard, and lacking the proper incentives, banks will
 more readily finance commercial activities with shorter maturities
 
as they offer more lucrative margins with lower business and
 
maturity risks.
 

Staff limitations in project;related areas is quite evident in
 many banks withthe exception of a handful of institutions.
 
This is a severe constraint on the ability of certain institutions
to examine projects. At times, the examinations of projects -for

possible participation in equity or debt funding meant the use

of foreign expertise (individual or institutions), to review
 
fairly uncomplicated positions.
 

The iacKof roperprofitmotivation on the part of banks made

them reluctant to undertake project lending since 
 M term
commercial 
lending is much more profitable. Furthermore, it
 seems that the banking community in Egypt, along with many

officials, have yet to psychologically accept the fact that in
banking, as with other business activities, the'possibilities of
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incurring losses on a given operation exists. 
 The fact that

there is a risk-return type of equilibrium and that the possibility of losses exists, is yet to be psychologically accepted.
Therefore, rnanx anks' pxpr-tives are reluctant to take calcul-IQd and prefer the more sheltered tradtIOnaj, and inmany ways more profitable, commercial short term activities. 
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INTRODUCTION 

The pronouncement of the open doornnlir- in 1975 by theR,_ate President 
Sadat aimed at accelerating the pace of economic development through
tnh "iberalization 
of the economy and the introduction of laws and
 
regulations which would stimulate foreign and domestic private invest
ments. 
 It is important to note that the move from a centralized
 
economy into a more liberal economy meant be awas to gradual process
rather than a radical break with the past.
 

In implementing the open door policy, a number of policy actions were
 
introduced in order to mobilize resources, buth external 
and domestic,

tc enable the achievement of rates of growth commensurate with social

and political aspirations deemed apprcpriate at the time. 
 The Egyptian

covernment at the time faced severe shortages in forei n exchan e?unds required to undertake ambitious program~s o economic and social
7e7e-opment. lo overcome the problem of foreign exchange and balance

of payment deficits, the government attracted aid from arab and western 
countries, in addition to the liberalization of laws and regulations
which enable the attraction of private foreign exchange held by

Egyptian expairiates.
 

Followina the OctuuEr 9 war, several factors, political and econ
ldc-- o a massivenlof externalassistance to Egypt from 

both arab and western countries. This perlou also witnesse-d the 
institutionalization of several of the assistance programs which were 
provided by western and arab countries.
 

In addition to thE foregoing foreign assistance, foreignexchanqe re
sources were also provided by the increasing impcrtance of the r1 

sector, workers' remittances, and the Suez Canal, as source of foreign
exche.nge to the national'economy.
 

On the domestic side, the government-policies aimed at the mobilizatic-n of private and public resources -toward increased, forced and
 
voluntary,.savings and the channeling of such 
resourres tow3rd- in
vestments. In addition, the-government enacted various laws in an
 
attempt to encourage foreign and arab investments into Egypt. In

this context, policy makers took various steps to stimulate increased

savings by the private sector through the elimination of taxes on in
terest earned on bank deposits. This policy action ,!.as not only a
 
source o. increased savings in the banking sector, but also contri
buted tn the process of disinvestment in the real 
sector because of
 
the beneficial tax treatment of deposits 
versus stocks or other real
 
investments.
 

The success of the government policies in attracting savings into the

banking sector is evident by the large increase in the deposit base
 
of.the banking sector, which reached L.E. lO..::billion by December 31,

1981, from a level of L.E.4.3b-illio, in 1978. 
 In this context, the

increased investments in the banking sector resulted in the presence

of about 59 banking institutions which are currently operating in
 
Egypt. 
 This newly introduced measure of competition contributed sub
stantially to the efficient mobilization of resources.
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The increased resources available to 
the banking sector are reflected
 
in the sector's utilization of these funds. Loans and advances made
 
available by the banking sector were 
about L.E.9.5 billion.
 

The Government of Egypt, with USAID's assistance, is attempting to
 
promote private'sector investment in productive projects. It is
 
suggested that one 
of the constraints affecting the implementation

of private sector investments into production project: is the un
availEbility of medium and long term loans provided by the banking
 
sector for these projects.
 

In the following sections, a review of the banking sector is presented.

with the view to highlighting constraints on the sector's ability to
 
extend medium and long term loans to the private sectc)r. Once the
 
constraints are determined, solutions to the perceive-i obstacles to
 
term lendina to the private business sectors are ther suggested.
 

Other parts of this survey deal with the regulatory framework of the 
banking sector (4nnex A) with the vie., of determining its impact on 
the sector's term lending practices to the private business sector 
and sources of funds available for the private sector's investments. 
In this context, th Curb Market, Islamic Banks, Insurance Companies
and Finance Companies are briefly discussed. 
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HISTORICAL OVERVIEW
 

The mid nineteenth century witnessed the introduction of banking in
Egypt. Examples of such banks 
are "The Egyptian (Misri)Bank in 1856,
the AngloEayptian in 1864, 
the Othmany in 1867, the Comptoire in
1869 and the 
Credit Lyonnais in 1874(I)". These banks established
by foreign institutions and/or foreigners residing in Egypt played
a role 
in Egypt's debt servicing to Europe, and thereafter it financed
European entrepreneurs operating in Egypt. 
Specialized banks were
not established until 
1880 when the Credit Foncier was established

by the French; and the British established the Agricultural Bank in
 
1902 and the Land Bank in 1905. Durirg the same period, other prominent commercial banks were established such as.the Banco de Roma
in 1880, the Casta Discounto in 1887, the Bank of Athens in 1895 and
 
the Belgian Bank in 1911 (2).
 

Preeminence remained with the specialized real-estate banks until the
first world war, when its assets reached L.E. 54.4 million in contrast
L.E.4.5 million for commercial banks in 1914
to (3). The dominance
of the real-estate banks probably reflected the pattern and structureof economic activities prevalent in Egypt at the time. It reflected
the dominance of agriculture in the economy and the accompanying
dominance of real-estate based wealth. 
 Commercial banks concentrated
 
on the financing of the cotton crop (an activity which remained prominent in the banking sector's heritage until the present time), 
in
addition, these banks assisted and established some of the early industries in Egypt which were predominantly foreign owned. 
 It is only
after the first world war that Eg-yptian capital established its first
banking institution in 1920: Banque Misr. This bank played a major
role in fostering industrial development in Egypt by acting as an
investment and development bank, and established a large number of
institutions which numbered 19 by the period 1920-1929(4). Banque
Misr continued to prosper and grow even 
through its financial crisis

in 1939 when it borrowed L.E. 2.25 million from the National Bank
of Egypt, which were guaranteed by the government. In return, the
 
Banque Misr sold the government 1000 founders' shares in addition to
a representation on the board of directors. 
 Banque Misr, however,

continued to grow tnrough the late 1950's when its deposit base
reached L.E. 10 million in 1959, representing 40% of the total banking sector's deposit base, and controlled companies with capital

ten 
 times its L.E. 2.0.million capital (5).
 
,(1) Morsy, Fouad: 
"A new look at the composition of the Egyptian Bank

ing System". L'Egypt Contemporaire, October 1971, 
P. 723 (In Arabic).
 

(2) Ibid
 

(3) Ibid
 

(4) Mokhtar, Ibrahim. Investment Banks, Cairo 1982, p. 173, 
 (In

Arabic).
 

(5) Morsi,Fouad, Op.Cit, pp. 744-745
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During the early fifties, 
 other Egyptian banks were established,
such as Sanoe du Caire in 1952, as well as the Gomhouria (Republic)
Bank in 1955, in which the government participated. In addition,
1931 witnessed the authorization of the National Bank of Egypt tourdertake certain of the functions of the Central Bank in accordancewith Law 57 of 1951. This law authorized the National Bank to
exercise banking and monetary control. The law supplemented powers
already bestowed on the National Bank as a Central Bank in the areaof banknotes' issuance which began in 1899. 

Following the 1956 war, the government Egyptianized many of theforeign banks operating in Egypt through Law 32 of 1957. During the
same year Law 163 organizing banking and credit was promulgated, thereby,defining for the first time, the banking sector, its parameters,
rules and regulations. 

In 1961, all banking institutions operating in Egypt were fully nationalized in accordance with Law 117 of the same year. This event
was follow,ed by a series of mergers which reducej the twenty one
commercial banks operating in Egypt into eleven banks. 
 Futhermore,
in October 1963, another series of mergers reduced these eleven banks
into five. These were namely: The National Bark of Egypt, Banque
Misr, Bank of Alexandria, Banque du Caire and Port Said Bank (6).
In 1964, the nationalized banks began to execute a policy of sectoral
specialization for corporate public sector operations. In the Early
1970's the five banks were further reduced to four by the liquidation
of Port Said Bank and shifting the previous specialization policy
into one which emphasized functional 
specialization in terms of
foreign trade, local trade and agriculture, industrial and finallyservices. 
 This latest form of specialization was again cancelled in
the early seventies. The establishment of the Arab African International Bank and Arab International Bank as two offshore banking
units in Egypt took place in 1964 and 1971 respectively. Table 1,below enumerates the composition of the banking sector as at the end 
of 1973. 

The promulgation of Law 43 of 1974 and its amendment by Law 32 of 1977signaled a change of policy by the Egyptian government with regard to
the promotion of foreign and Arab investment in Egypt. Thereafter,
the banking sector witnessed a tremendous growth in the number of
institutions operating in Egypt. 
 In view of such growth the government introduced Law 120 of 1975 to organize the Central 
Bank and the
 
banking sector.
 

(6) Ibrahim, Mohamed Nabil and Hafez, Mohamed Ali, Practical Aspects

in Commercial Banks Policies, Cairo 1969, pp. 19-21. (In Arabic) 
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TABLE 1 

Banks Operating in Egypt 

As of December 31,1973 

Number 

- Central Bank of Egypt 1 

- Public Sector Commercial Banks: (4) 

National Bank of Egypt 1 
Banque Misr 1 
Bank of Alixandria 1 
Banque du Caire 1 

- Public Sector Specialized Banks: (3) 

Arab Land Bank 1 
Credit Foncier Egyptien 

Principal Bank for Development and Agricultural 
Credit 1 

- Multinational Offshore Banks: (2) 

Arab African International Bank 1 
Arab International Bank 1 



The Present Bankinq Sector
 

The 
new open door policy substantially affected the composition and
structure of the banking sector. 
As mentioned above, the banking
sector w'as 
composed of four commercial 
banks and three specialized
banks (see Table l). 
 At the time and as explained ea;-lier these four
commercial banks first specialized according to sectoral 
patterns and
later, to functional patterns spanning all 
categories of economic
activity. In this 
regard for instance, the National 
Bank specialized
in financing foreign trade and thereby, all 
foreign transactions or
all transactions with the rest of the world were carried through the
National Bank of Egypt. 
 Another example was 
the specialization of
the Bank of Alexandria in the 
financing of industry, thereby, most
of the industrial sector or 
all of the industrial sector's activities
were carried through the Bank of Alexandria. This system of functional specialization was abolished in the mid 1970's and the publicbanks were 
given the flexibility to 
pursue the financing of all types
of economic activities within the framework of the newly enacted banking law 120 of 1975, which afforded these public sector banks 
a greate
degree of flexibility, in addition to the restructuring of the Central

Bank in a more autonomous format.
 

In addition to the foregoing and as 
stated earlier, prior to 1975,
there were three specialized banks operating in Egypt:
 

First, the Development and Agriculture Credit Bank, which finances
the subsidized production credit program of the agriculture cooperatives. 
 The second category of banks are 
Mortgage Banks providing
financing for housing construction and other similar projects with
secured loans and maturities up to 30 years. 
 The Credit Foncier
Egyptien is the oldest of these institutions and the Arab Land
 
Bank is the second.
 

Finally, the Development Industrial Bank.was re-established in 1976
(previously part of the Bank of Alexandria), to finance the capital
requirements of private and public sectors industrial enterprises.
The DIB lends in both local 
and foreign currencies with maturities
 
up to 15 years.
 

The enactment of Investment Law No. 
43 of 1974 allowed several foreign
banks to enter the Egyptian market by formi,,, joint ventures, as well
as establishing branches to 
operate in this market. 
 In addition, the
amendments made to Law 43 (Law 32 of 1977) allowed the establishment
of wholly owned Egyptian banks. At present, 48 banks 
are operating
in Egypt under the auspices of Law 43, of these, 20 commercial banks
are authorized to engage in a full 
range of banking activities in
both Egyptian pound and foreign currencies. 
These banks may compete
in several 
areas with government owned commercial banks. 
 The other
banks operate exclusively in foreign currencies and 
are supposedly
primarily engaged in investment or merchant banking. 
 A listing of
the number of institutions within each category such 
as commercial,
investment or merchant, branches and other categories is included in

table 2 below.
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The statistical information available from the CBE includes a set ofinformation labelled the "banking system". This includes the follow
ing categories: 

1. The Central Bank of Egypt

2. The -Public Sector Commercial Banks 
3. The Joint Venture and Private Commercial Banks
 
4. The Specialized Banks.
 

The "Team" found this definition inadequate for the purpose of the
Survey for two reasons. First, it does not include either the business and investment banks 
or the branches of foreign banks operating
in Egypt. Both categories have a considerable and growing share of
deposits and loans and both 
are operating under the supervision of

CBE. Second, this definition includes the CBE itself whose informa
tion is 
not available and whose role concerning deposits from and
 
loans to the business sector, is rather indirect.
 

For that reason we adopted another definition which we believe would

be more suitable for the purposes of the study. 
In our Survey, we
 
are considering the banking sector as 
composed of all banks operating

in Egypt undee the supervision of the Central Bank of Egypt. This
definition covers six categories of banks which are the fcflowing: 

i) Public Sector Commercial Banks.
 
ii) Joint Venture and Private Commercial Banks. 

iii) Business and Investment Banks.
 

iv) Branches of Foreign Banks. 
v) Development Industrial Banks. 

vi) Other Specialized Banks.
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TABLE 2
 

Banks Operating in Egypt
 

As of December 31,1981 

Number
 

* Central Bank of Egypt
 

*-Cmercial Banks: 

- Public Sector 4 

- Private Sector, Eoyptian Owned 

- Private Sector, Joint Ventures II 

Public Sector Specialized Banks:
 

- Arab Land Bank 
 1
 

- Credit Foncier Egyptien 
 1
 

- Development Industrial Bank of Egypt 
 1
 

- Principal Bank for Development and Agricultural
 
Credit
 

* Investment or Merchant Banks: 

- Egyptian Owned 

- Joint Ventures 6 

- Branches of Foreign Banks 
 19
 

* Free Zone Banks
 

* Other Institutions: 

- Nasser Social Bank
 

- Representative Offices of Foreign Banks 
 29 

- Multinational Offshore Bank 1 
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In the followino section, an 
attempt is made to present certain of
the banking sector highlights through 
a review of its balance sheets
and an analysis of its deposit base and 
loan portfolio: This analysis is initially made for the banking sector as 
a whole, thereafter,

in somev:.'hat less detailed form, for each category or 
group of banks
(i.e. Public sector commercial banks or branches of foreign banks

ec.). " objective of such 
a review is to highlight structural

changes hh-fch occured during the last few years and to determine the
trend and direction of such changes with special attention being
directed towards the private sector as both a source of funds arid 
a
user of such funds. As the general emphasis of this Study is on 
term
lending to the private sector, the review will 
pay particular atten
tion to term lending to the private business sector. The review will
also attempt to describe and review the deposit structure of the banking sector, followed by a review of the deposit base 
 of each category
of banking institutions. 
 In this regard, the Survey attempts to highlight differences between local and foreign currency deposits and
their types (time vs 
demand or earmarked). Special emphasis is
directed toward the behavior of the 
private sector as a source and
 user of funds. 
 With this in mind, the Study develops loan/deposit
ratios for private sector funds and the term lending components ofsuch funds. 'The review begins with the banking sector followed bycommercial banks. Within the commercial banks' category, the study
decomposes the statistics for public vs 
joi-it venture and private
commercial 
banks highlights their respective characteristics. Thereafter, the Study reviews the business and investment banks, the
branches and finally the Development Industrial Bank.
 

It is important to note that the statistical 
data used in the analysis
was developed from basic data provided by the Central Bank of Egypt.
This statistical data base is supplemented by data gathered from the
sample of banks included in the Survey. 
 Greater reliance is, however, being made on 
the Survey data, questionnaires and interviews,
in aggregate form for qualitative insights and interpretation of data
representing structural changes of trends which would have otherwise
 
been unnoticed by the Study team.
 

The Banking Sector
 

Our study covers the Banking Sector which, as previously explained,
was 
found to be most suitable. However, for purposes of analysis,
we follow the' discussion of the banking sector with a brief compari
son 
of both of the banking sector and the banking system.
 

A review of the banking sector should commence by initially highlighting its broad figures; this leads to the immediate realization
of the phenomenal 
rates of growth which marked the development of the
banking sector during the last few years. 
 The results developed

below and in the other parts of this Study reflect nominal rates of
growth, that is, they do not take inflation into consideration when
developing and presenting growth rates figures. 
 Inflation notwithstanding, the banking sector grew at substantial real rates during
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tre last few years. It is first noted that the total 
balance sheet

of the baniino sector (excluding the Central 
Bank) stands at L.E.19.3

billion as of December 31, 1981. This reflects an increase of L.E.
 
10.9 billion over December 31, 1978 figures or an average annual in
crease of over L.E.3.6 billion. In terms of growth rates, it repre
sents a total growth rate of 129%, or an average annual increase of
 
over 32'. since 1978. Exhibit (]Va) details the balance sheet of the
 
banking sector for the period 1978-1981.
 

During the same period the deposit base for the banking sector grewfrom L.E.4.3 billion to L.E.I0.9 billion. This represents a total
growth r2ate of 153 or an average rate of growth of 36%' per annum 
over 1978 ficures. Exhibit ]Vb) reflects such growth with Exhibit
(Pk:c) detailing the breakdown of such a growth in the deposit base by
category of depositor and type of currency (local and foreign for
the period December 31, 1978 through December 31, 1981. In thisregard, a comparison of the growth of local currency versus foreign 
currency deposits yields average growth rates of 36,C and 38/ per
annum respectively. A comparison in accordance with the type of

deposits reveals that demand deposits grew by an average of 22%
annually and earmarked deposits grew by an average growth rate of 
20%. 

L.E. deposits have experienced substantial growth in spite of the
fact that interest rates have been negative with respect to inflation.
This can be attributed to a number of factors. The growth of the 
economy and its concomitant increase in the money supply have led to 
an increase in holdinos of L.E. deposits, other things equal. More
over, this growth has been accompanied by increased familiarity on
the part of the general population with banking and banking habits;
more people are utilizing banks now than ever before. This situation,
combined with attractive tax incentives (deposits are exempt from
taxation) and a shortage of alternative investment options accounts 
for the recent rapid growth in L.E. deposits. However, FC deposits
grew by more than LC deposits, indicating that people a.re aware
of the negative interest rates and are adjusting to this by shifting 
away from L.E. into FC.
 

With the aim of lengthening the maturities of deposits in mind, the 
Central Bank of Egypt has recently allowed higher interest rates to

be paid on deposits with longer maturities. Certain banks have taken 
steps that encourage longer term deposits. The National Bank of 
Egypt's Investment Certificates, the Golden Certificates of the Egyp
tian American Bank and Bank Misr's Dollar Certificates are examples
of this. 

Time and savings deposits, however, did experience an average annual
growth rate of 55%. Further analysis of this development reveals
that time and savings deposits denominated in Egyptian pounds grew
at an average annual rate of 47%. In contrast, time and savings

deposits denominated in foreign currencies experienced an average
growth rate of 73% per annum. This change in the composition and
structure of the deposit base of the banking sector is indicative of 
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the oeneral trend reflecting the continued weakness experienced bythe' Egyptian pound in contrast with fQreign currencies, and the concomitant portfolio decision changing the 
composition of assets held
in foreign and local currencies. 
 This trend was encouraged by the
continued high interest rates 
paid on foreign currencies, especially

the dollar. In addition, large inflows fro 
 Egyptian expatriates

still working in the Gulf tended to bias the total 
composition of
local and foreign currency deposits in favor of the latter.
 

increases in interest paid on 
local currency deposits did change the
portfolio composition within the local 
currency base. This is reflected in the relative prominence of time and savings deposits-in

1981, representing 51% 
of the total local currency deposit ba_e in
 contrast to 40% in 1978. 
 But those increases in interest rates paid
on the local currency time and savings deposits did not, however,
stop the continuing shift in the portfolio composition out of local

and into foreign currencies. 

This shift in the portfolio composition out of local currency and
into foreign currencies reflects various 
economic realities. First,

it reflected, the pegging of the Egyptian pound to unrealistic exchange
rates. Second, it reflected the continuing inflationary presures on
the Egyptian market and their impact on 
the Egyptian currency. In
this context, it also highlighted the unreasonable setting of creditor
and debtor interest rates by the monetary authorities on the local
 currency. 
 Third, it reflected the disquilibrium situation which
allowed for substantial profits to be made in arbitrage operations

by placing funds in a foreign currency time ueposit (on the 
U.S.

dollar for instance), thereby, earning international interest rates..
which exceeded 20% on 
the U.S. dollar at times, and borrowing against
such deposits, Egyptian pounds at This
unrealistically low rates. 

cycle was, sometimes, repeated several times, thereby, making the
problem even more acute. 
 Finally, substantial sums were transfered

by Egyptian expatriates working abroad and left sizeable parts of
such funds held in time and savings deposits in the original currency

of transfer.
 

Without regard for category of bank, the main investment vehicle

used when placing excess foreign currency abroad is eurodollar based
deposits. Various rates and bonds have also been used, but this
 
occurs only rarely.
 

Turning back to the total deposit base and the 
private sector's share,

thereof, it is found-that the total 
deposit base experienced an annual
 averaoe 
rate of 36% between 1978 and 1981. 
 For the same period, the
private sector's deposit base grew by an 
average rate of 46% 
per annum. Its local currency component grew by an average annual 
rate of
38% and its foreign currency component grew by an average annual 
rate

of 60% during the same period 1978-1981. The private sector foreign
currency holdings grew in importance from a 33% of private sector

deposit base in 1978 to 44% of the same in 1981. 

More importantly, however, and for tbe reasons explained earlier, the
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tire and savings deposits in foreicn currency grew from a mere 350of total 'private sector time and savings deposits in 1978 to 49% in 
1981. Time and savings deposits ir, foreign currency held by the
private sector experienced an increase from L.E. 366 million in1978 to L.E.2,234 million in 1981, with an average annual orowth rate
 
of 83'A in This 'deposit category.
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Loans and Advances
 

With respect to the loan portfolio of the banking sector, the balance
sheet in Exhibit (IVa), reflects an 
increase in loans and advances from
L.E. 4.1 billion in 1978 to L.E. 
9.5 billion in 1981. 
 This is a total
 
increase of 132 reflecting an average annual growth rate of 32%.
Exhibit 
(IVd) reviews the loans and advances to the business sector
with special emphasis on 
lending to the private business sector by
sector of activity, maturity and 
currency. During the period 19781981, total 
loans and advances to the business sector grew from L.E.
2.5 billion to L.E. 8.0 billion, a growth of 222% with an 
average
annual growth 
rate of 48%. During the same period, lending to 
the
private business sector increased from L.E.O.7 billion to over 
L.E.
4.1 billion, an increase of 500% with 
an average annual growth 
rate
of 82%. Loans 
to the private business sector as 
a percentage of
loans to the total business sector have risen from a level of 28% in
1978 to 51% in 1981.
 

In local currency, the percentage of private business sector to total
business sector increased from a-level of 22% 
in 1978 to 41% in 1981
with the foreign currency portion increasing from a level of 87% 
in
 
1978 to 97% in 1981.
 

Long term lending is less lucrative for bankers relative to the profitable short term lending opportunities that exist. 
 However, banks
do make term loans to: protect 
an already existing client relationship; for political reasons - i.e to show support for the government's
policy of increasing productive investments and projects; to generate fu.
ture business opportunities that may develop from the project to befinanced; or, in the interest of prestige, as the ability to maketerm loans is 
a function of a bank's strength and market position.
 

Business sector term 
1Pnding, however, increased from L.E. 141 million
in 1978 (6% of total business sector loans) to L.E. 835 million in
1981 (10.4' of total business sector loans). This is an 
increase of
492% 
or an average annual rate o-T--growvth-of 81%.. The composition of
term lending also changed. 
 L
lhe private bainess ctor's share of
term lending inCreased from 69%in' 
78 to alevel cf 84% in 1981.
 

As stated earlier, total loans and advances to the private business
sector reached L.E. 4.1 billion in 1981, 
of which L.E. 530.8 million
was in more 
than one year maturity representing about. 13% of this
total. In contrast, total loans and advances to the private business
sector stood at L.E. 686.7 million in 1978, 
 of which L.E. 97.1 million
was in more 
than one year maturity representing about 14%. Therefore, althouoh total lending to th 
 rivaf 
 h a'c_S Pr-to_ increased
substantially nd its termln 
 i-mOnentmnrt hnqinupled
(Trom L.E.97.1 million in 1978 to L.E. 530.8 million in 1981), 
thevolumeoramountsof term lending as a ercentage of total lending tothe private business sector decreased from a ou 0 round 13%.Stated itr$e-rently, volumethe of short te-i-n oans as been increasingat rates higher than those experienced by the term lending component
inspite of the relativeiy.large base which.originally represented
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sror: term credit to the private business sector.
 

As at the end of 1981, the following reflects the loans and advancessituation in terms of sectors of activities: the commercial activities are predominant with respect to total loans to t1e private
usiness sector representing over 4 8%/y the to-al at ofthe end 1981.On the shorter end of the maturity, th commercial activities 
are
ever- mrre predominant with over 53% of total 
short term loans and
advances at the same 
date. In contrast, term lending 
for commercial
 
activities represents only around 13%
pr-ivate busLness sector. of total term Iending -t hF
With respect to other types of economic
activities, the ar r 
 a e onrmands eager 7% of 
 Ilending to private business sec or. 
 ort maturi ies o tie privateagricultural 
sector represent about 6% of total 
short term lending
to the private business sector with term lending representing 17% oftotal 
term lending to the private business sector. The servicesector's share of total 
lending to the private business sector is
close to 17% with the shorter end representing about 15% of totalshort term lendina and term loans representing 32% of total
loans to the private business sector. 

term
 

of about 28% of total 
Finally, industry commands a
total 
 lending to the private business sector.
In this context, industry's share of short term loans and advances
constitutes27% of -.
otal short 
term loans and advances to the private
business sector. 
 In contrast, term lending to industry represents
38% of total term lending to the private business sector. 

If term lending is further analyzed, pprhaps Table 3 below will assist
 
in the analysis.
 

i nto 
 the Private Business Sector
 
by the Banking Sector
 

(L.E. Millions)
 

Sector of Activity 
 12/31/1981 Percentage
Volume as of of Total Average Annual
Growth Rate
 

1978-1981

Agriculture 
 87.8 
 17 
 83
 
Industry 
 202.1 
 & 59 
Commerce 71.1 
 13 
 83
 
Services 
 169.8 
 32 
 100
 

TOTAL 
 530.8 
 100% 
 76
 

It is apparent that term lending was 
directed mainly to industry,
L.E. 202 million representing about 38% with services in second place
at about L.E. 170 million representing 32%. 
 Between industrial and
services activities, 70% of all 
term loans are made with the latter
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increasing at latcer rates of growth (100/ per annum). 
 The increase

i'term lending to the services sector reflects the recent arow-h
 
trend in services. 
 Private business 'sector involvement in service

ur~nted industries is quite apparent especially in 
areas like tourism,
and office building, which witnessed substantial investments in ho
kile cruises, restaurant and luxury office buildinos.
 

The figures presented in table no. 3 above do not fully describe thevolume of term lending advanced to the private business sector. Itdoes, however, accurately present the statis'(.ical data obtained from
the Central Bank. The reason is the frequercy with which roll-oversof short term loans are being practice- LY- many Danking institutions. 
Our survey revealed that it--s-primarily the public sector banks and,to a 
lesser degr-ee, joint venture banks, which roll-over short termdebt so that it effectively has a maturity period of over year.one 
The 65% limit is not-old Pnwngn t permit conclusions to be drawn

about its eTfecL on roll-over at this time.-
 t codur-se, all other
 
tn in'-- 2.1,ee gulation ought to influence the magnitude of roll
over negatively. 
In certain major public sector banks if roll-overs
 are taken into consideration, then 40% of total loans and advances..
made by this major public sector bank to the private sector become
 
term loans with maturities of over two.years. This does not mean
that all 
such loans and advances could be considered as term loans
 
or are even obtained to finance term investments. It does, however,
indicate that the fiour s presented inthe abore table and other
 
Exhibits in This study may be understating actual term lending.
magnitude ofsuch understatements, if any, could 

The 
not be generalized.


They will differ according to sectors of activities, type of banking

institutions and borrower.
 

The Loan/4DPq-;i ratio was calculated for the banking sector as 
a
whole as of December 31, 1981, 
and found to be equal to approximately

excluding interbank deposits. It should be noted that this ratio


fell from a level 
of about 95% in 1.978. If an attempt is made to
develop this ratio for 'private sector funds, it will be found to

equal aboui_.95.g;. given that the numerator is equal 
to total loans and
advances to the private business sector in Exhibit andas, given (IVd),
the denominator represents deposits of the priva'te business sector
and the household sector (individuals, non-profit organizations and

foreign institutions operating in Egypt) as presented in Exhibit (lVc)
The above ratio for the private business sector is equal to 68% and48% for the local and foreign currency components respectively. 

It is important to note that, because the denominator includes both

the deposits of the private business sector and those of the household sector, the percentages given here may understate the extent to
which the private business sector is a user, as opposed to a source
 
of funds. 
 For example, as of December 1981, loans extended to the
household sector by public sector commercial -banks were about L.E.
245 million (13% 
of total loans) while loans extended by public

sector commercial banks to the private sector were L.E. 1,914 million.
Thus, as the household sector's percentage of loans is relatively
small, 
these figures should serve as a guide for the loan/deposit

ratio of the private business sector.
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If f1'-ther analysis of the Loan/Deposit ratio is undertaken to determine The relationship between term deposits and term lending
private sector funds, 
it will be in
found that total Loan/Deposit ratio
is eual u.5%,
to I with the 
nmerator representing total 
term loans
to private business sector as 
in Exhibit (gVd),andthe denominator
representing toal time and 
savings dei 
 ts by the private sector
as 
defined earlier and in Exhibit (IVb). The local 
currency component
 
for the above ratio is 14.6' 
and the foreign currency portion is
 
equal to 8.3%.
 

CBE Regulation of October 15, 1981 for the Control of Credit Expansion: 

Based on the premise of a causal relationship between the growth incredit, liquidity and inflation, the central 
banking authority
attempted to 
limit the growth of liquidity and have its growth 
commensurate 
with the expected growth of the national product. 
 Hence
the CBE made an estimate of what was 
considered an acceptable rate
of growth of liquidity and the corresponding credit expansion which
linked to the deposit base.
was This exercise fielIed 
a loan/deposit
ratio of 65% which was 
deemed appropriate for the period through the
 
?nd of June 1982.
 

This global ratio was accompanied by sub-limits for credit expansion
to the commercial private activities and the household sector.
sub-limits were determined as 
The
 

percentages of the 
 oan and advances
balances of each sector as 
of September 30, 
1981. These percentages
were 9% annually for the commercial private sector and 75% 
for the
 
household sector.
 

Banking System/Sector Comparison:
 

A comparison of the Banking System and the Banking Sector must begin
by analyzing the basic differences between the-two, and then assessing

the significance of these differences.
 

Table A
 
Composition of the Banking System-and-


Banking Sector
 

Bankng System 
 Banking Sector
 

1. Public Sector Commercial Banks 
 1. Central Bank of Egypt.
 
2. Joint Venture and Private 
 2. Public Sector Commercial
 

Commercial Banks 
 Banks
 
3. Business and Investments 
 3. Joint Venture & Private
 

Banks 
 Commercial Banks
 
4. Branches of Foreign Banks 
 4. Development Industrial 
Bank
 

5. Development Industrial 
Bank 5. Other Specialized Banks
 
6. Other Specialized Banks
 



Table B
 

The Bankinq System vs. The Bankino Sector
 

Statistical Summary
 

The Bankino The Banking
 
System Sector
 

A. 	Aggregate Figures as of Dec. 
1981
 
(L.ET-7on) 

1. 	Balknce Sheet 
 27.2 	 19.3
 
2. 	 iotal Deposit Base I0.5 	 10.9 
3. Time and Savings Deposits in
 

FC held by Private Sector 
 1.7 	 2.2
 
4. 	Total Loans and Advances 
 11.0 	 9.5
 
5. 	 Total- Term Lending to Business 

Sector 
 .98 	 .84
 
6. 	 Total Term Lending to Private
 

Business Sector 
 .43 
 .53
 

B. Average Annual Growth Rates
 

-("78-i9 ) 

1. 	Balance Sheet 
 169% 	 129%
 

2. 	Deposits 
 38% 36%
 
a) LC deposits 
 36% 36%
 
b) FC deposits 
 42% 38% 
c) Time and Savings Deposits 60% 55% 
d) LC T & S deposits 47% 47% 
e) FC T & S Deposits I07% 73% 
f) Private Sector Deposits 47% 47% 
g) 	LC Private Sector Deposits 38% 
 38%
 
h) FC. Private Sector Deposits 74% 	 60% 

3. 	Loans and Advances 
 36% 	 32%
 

a) 	L & A to Business Sector 
 61% 	 48%
 
b) 	L & A to Private Business
 

Sector 
 537% 
 500%
 
c) Term Lending to Business Sector 70% 
 81%
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first Lhat te balanceicLe sheet of both the barking sector andb,rikinc system experienced substantial growth between 1978 and 1981.The Sankinc System's total balance sheet is L.E. 27.2 billion, for1981; the corresponding figure for banking sector is L.E. "19.3 billion.,espectivelv, the balance sheets of banking system and banking sectore>perienced average annual growth rates of 169% ,.nd 129%. 

Deposits
 

Second for deposits, both the system and sector underwent sizablegrowth: the deposit base of the system grew from L.E. 30 billion to
L.E. 10.5 billion over the 1978-1981 period; this represents an averroe annual growth rate of 38%. The banking sector's deposit baserew from L.E. 4.3 billion to L.E. 10.9 billion, or by an averaae of
3E,, per year. Clearly, the deposit base of each 
 group grew at similarrates. Likewise, a comparison of the growth of local and foreigncurrencies yields similar results: system's LC grew by 36'; sectorsby 36% also. For foreion currency, the respective figures arc 42% and
38'/ . 

This pattern of similar growth rates 
pervades the entire deposit base
analysis for both groups. 
 Both demand and time and savings deposits
experienced moderate growth; in both cases, however, a marked portfolio shift out of Egyptian pounds and into FC, occurred. Banking
system time and savings deposits grew by 60% and banking sector's by
55' - both over the 1978-1981 period. However, time and savings
deposits in FC grew by 107% 
(system) and 73% 
(sector). For both
groups, time and saving deposits in LC grew by 47% per annum. Thus,
the banking system experienced a much more substantial 
increase in
FC time and savings deposits than did the banking sector; both groups
though, saw a relative shift away from LC into FC. 

Consider now the 
deposit base of the private sector. 
 For each group,
the private sector's total 
deposit base experienced growth of about
47/ per year. Local currency denominated deposits grew by 38% for
both groups as well. 
 Once again, however, the rate of growth of FCdenominated deposit varies for the two groups: for the banking system

it is 74%; for the banking sector 60%.
 

Total 
FC time and savings deposits grew for both groups: from 20% to
43%# for banking system and from 35% to 49% for banking sector. (19781981 period). 
 When compared with FC time and savings deposits held
by the private sector, though, the figures 
are much more substantial.
The banking system time and savings deposits in FC grew from L.E.167.8
million to L.E. 1,742.2 million (1978-1981), or by 124% annually. Thebanking sector's grew from L.E. 366 million to L.E. 2,234 million orby 83%. Clearly, the banking system's 
time and savings deposits denominated in FC underwent relatively more growth than those of the 
banking sector. 

Loans and Advances
 
The balance sheets of both groups 
indicate an increase in Loan and Advances. For banking system, over the 1978-1981 period, loans and 
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advances grew from L.E. 3.4 billion to L.E. 11.0 billion. This is atotal increase of 226% (or 365.' annualaverage orowth). For bankingsector the growth is substantial but not as pronounced. Loans and
advances orew from L.E. 4.1 
billion in 1978 to L.E. 9.5 billion in
1981, or by a total of 132% (average annual growth of 32%).
 

Specifically, loans and advances to business sector grew by 61% forbanking system but by only 48% for banking sector. Likewise, loansand advances to the private business sector grew by 537% 
(from L.E.
0.6billion to L.E.3.5 billion) for banking system and by 500% for thebanking sector (from L.E. 
0.7 billion to over L.E.4.1 billion) during
1978-1981. Thus, the banking system experienced relatively more.growth in both total 
and private business sector Loansand Advances
 
than the banking sector.
 

Term lendino to the business sector grew from L.E. 
221 million to
L.E. 980 million for banking system (1978-1981) or by average annual
crowth of 70%. For the banking sector, business sector term lending
crew from L.E. 141 million in 1978 to 
L.E. 835 million in 1981. Thisref*lects a total increase of 492% or average annual growth of 81%.Analysis of the composition of this 
term lending produces some interesting resOlts. 
 The private business sector's share of termlending from banking system increased from 37, 
in 1978 to 44% in 1981.
The opposite is true-for the banking sector. 
 Private business sector's
share dropped from 69% in 1978 to 64% in 1981. 

In 1981, for the banking system, 12% of total Loans and Advances wereto the private business sector; the figure is 13% 'for the bankingsector. 
Contrast this with respective percentages of 15% and 14%
1978; clearly, although total 
for

lending to 'the private business sectorwitnessed sizable growth, the percentage of term loans declined
 
slightly.
 

Loans and Advances information for both groups is broken down by
category of activity: 
 commercial, agrcultural, services, and industrial. 
 For both the banking system and the banking.sector ndustry
commanded the most substantial portion ofterm loans to the privatebusiness sector (43,% and 38% respectively). Again, in both cases,services close withwas a second 31% and 32% respectively. Agriculture was third with 20% and 17%, followed by commerce with 6% and 13%. 
The Agriculture activity category, however, experienced the largestaverage annual growth rate of 97% with a volume of L.E. 85.6 million'in 1981 for the banking system. For the banking sector, it was theservices category which the grew fastest 100% annually with a final
volume of L.E. 169.8 million in 1981.
 

Thus, although Industry commanded the largest percentage of term loans
in both banking groups, Agriculture (in banking system) and Services
(in banking sector) experienced the largest average annual growth
rates. 
 Most term lending went to the Industrial category, though.
 

For the whole banking system the Loan/Deposit ratio is 104% as ofDecember 1981. This ratio fell from 140% in 1978. For the banking 
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sector the Loan/Deposit ratio is 87%. 
 It, too, fell from 95' in 1978.
The Loan/Deposit ratio for private sector funds for the banking systemis 57,;, the figure is 59,, for the banking sector. For local currency,the ratio is 68% for both banking groups and 39% (banking system)
48,Z (banking sector)for foreign currency. 

and 

Finally, 
private sector 

the loan/deposit 
funds is 10.5' 

ratio 
for 

for 
the 

term 
banking system 

and 
in 
term 

1981. 
indeposits lending 

In the
same year, for the banking sector, it is 11.5% 
- not substantiallydifferent. There is 
a more marked divergence between the two banking
groups when the LC and FC components are examined. 
 The LC component
of this ratio for the banking system is 8.7%; 
the bankinc sector figure is nearly twice this at 
14.6%. For FC the bankii,g system ratiois 5.44 and the banking sector ratio is 8.3%. 

Commercial Banks
 

This category of banks is by far the largest category in the bankingsector. 
 It represents the four public sector commercial 
banks and the
twenty joint ventures and wholly owned Egyptian (private) institutions.
In terms of the total 
balance sneet, it represents 57' of the banking sys.
tem, including the Central Bank.
 

More significantly, however, its deposit base constitutes 93% of the
banking system's deposit base and its loans anH advances represent 73%

of that of the banking system.
 

In perusal of the financial figures of the commercial banks collectively the strong effect of these banks on the banking system in Egypt
is immediately realized. 
 If the growth trend and movements in Commercial Banks are followed, it is found that they move in tandem withtheir counterparts in the banking system (i.e. the trends are nearly
the same). The total 
Balance Sheet of the commercial banks (Exhibit
VIII), 
grew from L.E. 7,025 million in 1978 to L.E. 
15,477 million in
1981, which refelcts an increase of L.E. 8,452 million or 120% growthrate, with an average annual growth rate of 30%.
 

Deposits
 

During the same period, the deposit base of the commercial banks grewfrom L.E. 3,792 million to L.E. 9,705 million or by L.E. 5,913 million, (Exhibit VIII). This represents a total growth of 156% 
or an
average annual 
rate of growth of 37%. The breakdown of thr growth in
the deposit base by category of depositors and by type of currency (local
and foreign) for the period from December 31, 1978 to December 31, 1981is represented below and inExhibit IX. In comparing the growth rate
of deposits in local 
versus foreign currencies between 1978 and 1981,
the average annual growth rates were 36% and 40% respectively. A'",o,both demand and earmarked deposits' annual 
growth rates recorded averages of 22% and 17% respectively. However, time and savings deposits
showed a much higher growth rate of 306% during the period from December 31, 1978, or an average annual growth rate of 60%. 
 Further analysis of the time and savings deposits reveals that its average annual
growth rate in local 
currency (Egyptian pound) was 46% compared to
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I04, for its foreign currency counterpart. The change in the composition and structure of the deposit base was 
previously explained under
 
the banking system analysis which further outlines the strong impact

of the commercial banks over the whole banking system in Egypt. 
 In
addition to the above and due to 
increases in interest rates paid on
local currency deposits, the portfolio composition within the local
 
currency deposit changed. According'y, local 
time and savings deposit!

as a percentage of the total 
local currency deposit base grew from
 
41--in-1978 to 52% in 1981. 

Although the total deposit base recorded a large increase of 158% or
 
an average increase of 37% per annum, the private sector's depositbase recorded a much higher orowth rate of 222'' or an average annual

growth rate of 48%. 
 its local currency component recorded an average

annual 
growth rate of 37%, while its foreign currency component

registered an average annual growth rate of 74% 
during the same period

from 1978 to 1981. Furthermore, the foreign currency private sector
deposits compared to total 
private sector's deposits increased to 39%
 
in 1981 compared with 24% in 1978. The time and 
savings deposits in

foreign currency grew from 20% of total 
private sector time and savings
deposits in 1978 to 44% in 1981. Simultaneously, time and savings
deposits in foreign currency held by the 
private sector experienced

an 
increase from L.E. 168 million (equivalent) in 1978 to L.E. 1,742

million (equivalent) in 1981. 
 This represents an increase of L.E.

1,575 million or a total growth 
rate of 938', which means an average

annual growth rate of 118%.
 

The statistics described above regarding the commercial 
banks deposit

base are 
very much in line with the developments which occured in the
bunking system in general. They reflect a continuous growth in the
deposit base with an increasing share held by the private sector.
 
Furthermore, the changes in the portfolio structure are evident in the
increasing importance of time and 
savings deposits and the gradual

shift towards an ever increasing percentage of the deposit base held
in foreign currencies. 
 The reason for.the two types of portfolio re
structuring outlined above were explained elsewhere in the review of
the banking system. 
This confirms the strong impact of the commercial

banks and the general trend of the banking sector.
 

It should be noted that although the deposit base of the commercial

banks grew by an average of. 37% per annum during the last four years,

their volume as a percentage of total deposits in the banking system

decreased from 94% 
to 92%. The private sector's deposits, however,

with commercial banks remained at the constant level 
of 97% of total
 
private sector's deposits with the banking system.
 

Loans and Advances
 

With regard to the Loans and Advances portfolio of the aggregate com
mercial banks, the balance sheet reflects a total increase in loans
and advances from L.E. 3,689 million in 1978 to L.E. 8,025 million in
1981 (i.e. an increase of L.E. 4,336 million or 118% for the period,
or an average annual growth rate of 29%. Furthermore, Exhibit X shows

that total loans and advances to the business sector arew from L.E.
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2,11 - mill'on in 1978 to L.E. 6,822 milIion in 1981, a net growth of
L.E. 4,629 million or 211%, with an averace annual growth rate of 46%.

During the same 
period, loans and advances to the private business
 
sector increased to L.E. 
3,133 million in 1981 
from L.E. 427 million

in 1978, reflecting a total 
of 634% erowth rate or annual
an averace
cro,,th 
rate of 94%. Loans to the private business sector as a percenta'e of loans to the total business sector have actuall' more than 
doubled from a level of 20% in 1978 to 46% in 1981. In local currency,
Lhe percentage of private business 
sector to total business sector

loans increased from a level 
of 17' in 1978 to 39 in 1981, during
thie same period, 
the foreign currency portion increased from a level
 
of 78% 
in 1978 to 90% in 1981.
 

Moreover, term lending increased from L.E. 
36 million in 1978 to L.E.
193 million in 1981, reflecting an average annual growth rate of 77%'.
The composition of term lending also chanoed during the same 
period

where the private business sector's share of term lending increased
 
from 7951: in 1978 to 86% 
in 1981.
 

The Loan/Deposit'ratio for the commercial 
banks is equal to 82% as of
December 1981, this represents a decrease over the 1978 ratio which

stood at cr.er 97%; this ratio, as 
of the end of 1981, stands at 89%
for local currency and 31% 
for foreign currenc'ies. These figures

clearly demonstrate the high utilization level 
for the local currency

component to the point that this group is in violation of the Central
Bank of Egypt's limits 
on credit extension guidelines which set credit

expansion at a limit of 65% 
of a bank's own deposit base.
 

When calculating the above ratios for the private 
sector as a source
 
of funds and user of funds, the total 
ratio equals 52% (where the
numerator is total 
loans and advances 
to the private business sector

and the denominator equals total deposits of the private sector as
defined in Exhibit 
IX) with the local currency component's ratio
 
equal 
to 62% and its foreign currency counterpart's ratio standing at
37% as of the end of 1981. These ratios mean that the private sector
 was a net source of funds 
in both Egyptian and foreign currencies.

The 
high ratio of 89% for the Egyptian pound component for the 
commer
cial 
banking sector, when contrasted with its private sector's component of 62%,. means that other sectors 
(the public sector for instance)

are 
being financed by the private sector's deposits.
 

When the above analysis is extended to 
describe the relationship

between term lending and time and savings deposits it yields for the

commercial banking sector as 
a whole, a Loan/Deposit ratio of 3.6%,
with the local 
currency and foreign currency components equaling 4.4%

and 2.1% respectively. For the private sector the 
term lending to
 
-term deposit ratio stood at 4.1% 
with the local currency component

equal 
to 5.5,% and the foreign currency component equaling to 2.4%.
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Public Sector Eanks
 

This category always had its own special trend due to the nature of
its operations and relationships with the Central Bank 
 and Government.
Taking the above into consideration, it is important to noteprior to'the El-Infitah policy (Open-door policy), 

that 
the public sectorbanks monopolized all banking transactions in Egypt. Even after El-
Infitah the public banks
sector still operate the largest segment ofgovernment and public sector transactions. 
 In addition, the-relationship between the public sector banks, the Central Bank and governmentis a very special relationship such that 
some 
even view the public
sector banks as instruments of the government's monetary policies.In addition, the board of directors of the Central Bank includes thefour chairmen of the public sector commercial banks. Finally, itshould also be noted that these public sector banks are invariablythe major shareholders in many of the joint venture commercial banks

and/or business and investment banks.
 

All of the factors outlined above make this category of banks a very
special category; therefore, its impact is not limited 
 to its ownoperations exclusively. 
 Taking this into consideration, this category,
as of December 31, 1981, holds 68% of the banking system deposit baseand 74% of the deposit base of all commercial banks. In addition, itextended 57% and 7.8% 
 of. loans and advances of banking system and all
commercial banks respectively. Finally, the total 
assets of that
 group constitutes 41% 
 of that of the banking system and 71% of all

commercial banks' assets 
as of December 31, 1981.
 

In persual of the balance sheet, Exhibit XI, 
the steady increase in
balance sheet footings throughout the period 1978 to 1981 is observed.It recorded an increasefrom L.E. 6,519 million to L.E. 11,148 million
(an increase of L.E. 4,629 million) reflecting a growth of 71% or anaverage annual growth 
rate of 20%. This average annual growth rate of
20% is 17% lower than its counterpart for all commerci-al 
banks standing
at 37%. This is indicative of the fact that, although the public sector banks are growing, thei- growth rate is nowhere near their privatesector counterparts. If inflation is taken into account, it becomesunclear whetheh this category did register any real growth over the 
period 1978-1981. 

Deposits 

In reviewing the deposit-base of the public sector banks we can 
realize that it grew from L.E. 3,464 million in 1978 to 
L.E. 8,161 million
in 1981 
(an increase of L.E. 3,697 million).or a 107% growth rate.
This reflects an average annual growth rate of 27%. 
 Also, in reviewing the breakdown of the deposit base by category of depositor and bytype of currency (Exhibit XII) for the period from December 31, .1978to December 31, 1981, 
we can calculate the average annual 
growth rate
of deposits in both local 
versus foreign currencies recorded at 28%
and 26% respectively. 
 Also both demand and earmarked deposits during
the same period recorded an average annual growth rate of 17% and 8%respectively. More remarkable and important is the growth in time
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and savings deposits. This reflects a much higher growth rate of 215%
or an average annual 
growth rate 
of 47%. during the period from 19781981. toFurther analysis of the time and savings deposits reveals that
the average annual 
growth rates 
in deposits of local
rencies and foreign curare 136% and 93% respectively.

within the 

The portfolio compositionlocal currency deposits changed
in interest rates paid on local 

due to the the increases 
currency deposits. Accordingly, localcurrency time and savings deposits as 
a percentage of total 
local
currency deposits grew from 41% 
 in 1978 to 49% 
in 1981.
 

If the total 
deposit base experienced a growth rate of
period from 1978 107% for theto '981, it recorced a total growth rate duringsame period of 142'r thefor the private sector's deposits. This reflects
an annual average growth 
rate in the private sector's deposit base
of 34%. Its local and foreign currencies components grew by an
averace annual 
rate of 27o" and 60% 
respectively.
 

The private sector 
a mere 19% 

foreinr, currency holdings grew in importance fromof the private sector deposit base in 1978 to 32' in 1981.
Moreover, the time and savings deposits in foreign currency grew from
14% of total 
private sector time and savings deposits in 1978 to 36%
in 1981. 
 Time and savings deposits in 
foreign currency held by the
private sector experienced an increase from L.E. 110 million in 1978
to L.E. 984 million (equivalent) in 1981. 
 This should represent an
increase of L.E. 874 million 
or a total growth of 795% which means
average annual an
growth rate of 108%. 
 Strangely enough, the total foreign
currency demand deposits dropped by 10% during the period from 1978
to 1981, although during the same period, time and savings deposits
increased by 617% 
reflecting an average annual 
increase of 93%.
 

Comparing the developments in the deposit base along the lines of all
commercial banks, 
it is found that 
the general trends 
are similar,
although less pronounced in the public 
sector category. 
 In general,
the public 
sector banks recorded an average growth rate in the deposit
base of 27%.' in contrast to a 37% 
rate accomplished by the commercial
banks category as 
a whole. Other percentages and rates follow a
similar pattern reflecting the slower growth of the public sector
banks than their joint venture and private counterparts.
 

Loans and Advances
 

As 
for the loans 
and advances portfolio of the public sector banks,
it has its own characteristics in which the balance sheet (Exhibit XI)
reflects 
an increase in loans 
and advances from L.E. 3,538 million in
1978 to L.E. 6,279 million in 1981 (i.e. 
increase of L.E. 2,741
lion). mil-
The total growth rate, therefore is 77% 
or 21%
Furthermore, during the same 
per annum.
 

period 1978-1981, total loans
to the business sector grew from L.E. 2,089 million to 
and advances
 

L.E. 5,209 million respectively, 
a growth of 249% 
or an average growth 
rate of 36%
per annum. However, during the 
same period, lending to
increased from L.E. 334 million in 1978 to L.E. 
private sector
 

1,669 million in 1981
(i.e. increase of L.E. 1,335 million). This reflects 
a growth rate
of 400% or an average growth rate of 71% 
 per annum; further details
of these percentages are found in Exhibit XIII.
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Loans to the private business sector as percentace of total loans to
 
the business sector have doubled from 16%,' in 1978 to 32% 
in 1981. In
local currency, the percentage of 'loans and advances of private busi
ness sector to total local currency loans of business sector also
doubled from 150 in 1978 to 300 in 1981 ; the foreign currency portion 
increased from 66% to 7 4%.
 

Term lending, however, increased from L.E. 21 million in 1978 (1% of
 
total business sector loans) to L.E. 101 million in 1981 (2% of total

business sector loans); this is an 
increase of 381% or an average

annual grow-'th rate of 69%. The private business sector term loans

increased from L.E. 15 million in 1978 to L.E. 75 million in 1981

(i.e increase of L.E. 60 million) or total growth rate of 400%. This 
reflects an average Qrowth rate 
of 71%,. per annum. The private sec
tor's share of total term lending increased by only 3%, from 71% in
 
1978 to 74% in 1981.
 

The Loan/Deposit ratio of public sector commercial banks stood at 88%
 
as of December 31, 1981, in comparison to 102' on 1978. In terms of
 
local and foreign currency components, the ratios were 94% 
and 14%

respectively, given that the numerator reflects loans and advances 
in both currencies to the business sector. 
 If the private sector is

singled out both as 
a source of funds (deposits) and user of funds
 
(loans and advances),the ratio becomes 41% 
with the local and foreign
currency components standing at 54% and 15% respectiYely as of.December 31, 1981. With respect to term loans and its relation with
 
term deposits in the private sector, the ratio stands at 2.8% withthe local currency component equal to 4.'1, and the foreign currency
counterpart equal to 0.5%.
 

Loans and advances extended by public sector banks al~o exhibited the
 
slower growth rate as compared with their commercial banks counter
part.
 

in total, this is indicative of. the changes brought about by the
 open door policy. A bigger role is seen for the private sector both as abanking client (depositor or borrower) and as 
banking institutions

(joint ventures and wholly owned Egyptian). It is indicative of the
possibilities which such a trend may reflect if the private sector
 
is allowed to grow and prosper. It also indicates the dispropor
tionately high rate of growth which was 
enjoyed by the non-public
 
sector commercial banks.
 

The empirical parts of the Survey (questionnaires and interviews)

did confirm and reinforce the analysis presented above. 
:-


To start with the sionificant powers enjoyed by public sector banks
 
are felt throughout the market. 
 Their impact is felt directly

through their actions and in their influence on their respective
 
joint venture affiliates.
 

In the area of credit extension, the Survey found that the most 
constraining factorson the ability of public sector banks to lend,
in general, are the credit expansion rules issued by the Central
Bank of Egypt. In this context, and as the aggregate figures reflect, 
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the public sector banks are in violation of the 65" rule. At present,
the public sector banks can extend medium term loans w..'ith maturities 
of 5-7 years and a grace period of up to two years. Uually, such 
loans are guaranteed or collateralized by commercial mortgages, real
 
estate mrtgaaoes, personal guarantees and bank guarantees. In addi
tion, pulic sector banks do not Usually lend more than 50O - 60%,, of 
the total investment costs. There iL a discernable trend reflecting
the increasing volume of business trar:_acted by the private sector, it 
is indicative of the auressive and more financially astute nature of 
the private sector. It should be noted that with respect to term
 
lending, the publ ic sector banks do not extend term loans Lo govern-
Fent entities or public sector companies. overnment organizations
and public sector companies term funds for investment purposes are 
provided through allocations made in the covernment's budoet )r the 
rewlv eszablished &Lftional Investment Bank. Public sector bEnks are 
net lenders of Egyptian pounds to other banking institutions with 
preferential treatment aiven to their joint venture affiliates. 

'ith respect ' foreign currencies, public sector banks are net placers 
of funds. As the analysis presented above indicates their aggregate 
utilization of foreign, currency deposits does not exceed 14," in con-

Lrast to 94% for the local currency component as of December 31, 1981,
(given that the numerator is equal to loans and advances to the busi
ness sector in the respective currencies). In addition to the fore
going, the Survey found public sector banks pursuing a relatively

active posture in view of their equity participation in new ventures. 
One public sector bank interviewed had participated in 32 projects

with its share of the capital of these projects ranging between L.E.
 
70 - 80 million.
 

Our interviews did confirm the fact that the growth in the deposit

base was decreasing and that many of the previously interest free
 
(demand) deposits were currently shifting into time and savings

deposits. 
 if this latter trend is coupled with the increase in the 
interest rates as regulated by the CBE, this explains the substantial 
increase in the internally calculated cost of funds from a level of
 
2 - 3% a few years ago to a level of about 8.5% at the present time. 

It is clear that the open-door policy and the new competition in the 
bankinc sector have had a measurable impact on public sector banks. 
Although their monopoly powers, as a group, were substantially dimi
nished, they seem to have acquired a new more competitive and business
 
like type of spirit. They are modernizing their operations, iupgrading
 
their facilities and systermand training their personnel.
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Joint Venture and Private Commercial Banks 

This category of banks was established in accordance with Law 43 of1974. Banks in this category are commercial in nature and are allow
ed to deal in both local and foreign currencies. At present, there
 are 11 joint venture -institutions and 9 wholly owned Egyptian (private
institutions with commercial banking licences operating in Egypt.
 

This category of the banking sector has become increasingly important.
Having started in 1975 with the establishment of the first jointventure conrcial bank (Chase National) it has gained 28% of the
total balance sheet of all commercial banks. Joint venture and Priv
ate ],anks "J.V.& P. banks" balance sheet stands .at L.E. 4,328 million 
as of December 31, 1981. This represents a arowth of 755A from 1978figures, or an average annual 
rate of growth of 105%. Exhibit XIV,
outlines this balance duringcategory's sheet 1978-1981. 

This category of banks is growing at rates much higher than its public
sector counterparts. 
While the balance sheets of J.V.& 
P. banks grew
at an average annual rate of 105% their public sector counterparts
orew at a rate of 20% per annum. Taking the rate of inflation intoaccount, it can be safely said that most of the real growth in commercial banking activities can be attributed to the growth enjoyed
by J.V.& P. banks during the period 1978-1981. 

Deposits
 

the deposit base for the group registered a growth rate of-676% inthe period 1978-1981. This translates into an average annual rateof growth 98%, Exhibit XV outlines the breakdown of this depositbase. The deposit base grew from a modest L.E. 328 million in 1978to L.E. 2,544 million in the 1981, as of the latter date, J.V*& P.
banks hold 26% of the deposit base of all commercial banks operating in Egypt. This total deposit base for J.V.& 
P. banks is further.

divided into local and foreign currencies. Local currency deposits
stand at L.E. 1,335 million as of December 31, 1981, having experienced an average annual growth raze of 149% between 1978 and-1981, whileforeign currency reached L.E. 1,209 (equivalent) recording an averagegrowth rate of 90% per annum during the same period. It is interest
ing to note that in this category, for the first time, the rate ofgrowth of L.E. deposit base has been growing at higher rates than 
those of foreign currency deposits. This is the first time growth inlocal 
currency exceeded its- foreign currency counterpart because, for'
the first time, the analysis is made for the two types of currencies,

starting from equally modest levels of equal importance to all institu
tions operating within this category.
 

Concentrating on the pri'vate.sector's deposit base, it experienced
increase from a total of L.E. 196 million 

an' 
in December 31, 1978 toL.E. 1,966 million in December 31, 1981, representing an average an

nual growth rate of 116%. In 1978, the above figure represented 60%
of the J.V.& P. banks deposit base and at the 
same time, it represents
10% of total 
private sector's deposits with commercial banks. The
corresponding percentagesof December 31, 
1981 are 77% and 33%.
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Durire the 1978-19I period, the private sector's total demand deposits grew from L.E. 90 million to L.E. 434 million with an average
annual rate of growth of 69%, while that 
of its local and foreign
currency components grew at averace annual rates of 96% and 40%' respectively. This is indicative of the fact that the L.E. deposit baseis growin at -aes significantly higher than the foreign currency
counterpart (more than double). 
 Perhaps this is reflective of theincreasing importance of the private sector as a whole and the typeof bankino institutions it will increasingly deal 
with. The private
sector earmarked deposits grew by an average rate of 122% with thelocal and foreign currency components growing at 192%' and I00% respectively during the same period. Finally, time and savings dcposits,or the pr-\'Ete sector increased from a level of L.E. 81 million in1978 	 to L.E. 1,273 million in 1981, reflecting a rate of growth of
1%, p anrum.nr Bv the end of 
1981 , the private sector's time and
savings deposits represented 75% of total time and savings jeposits

with J.., P. banks, and 32% of total private sector's time andsav-ines d-,-cits with all commercial banks. Their time and savingsdeposits in local vs foreign currencies stood at 62' and 71% of totallocal and foreign deposits respectively as of the end of 1981. 

On the whole, this c~tegory of the banking system has experienced

considerable growth rates in 
its deposit base substantially in 
excess
of its public sector counterpart. it was most successful with the
private sector and did, for the first time, exhibit rates of growth
for the local currency deposits which 
 are higher than their foreign
currencies counterparts.
 

Loans and Advances
 

Loans and advances provided Ly the J.V.& P. banks have ncreased substantially from a 	level of L.E. 114 million in 1978 to a level ofL.E. 1,613 million 
in 1981. This reflects an average annual rate of
growth of 142% during the-period 1978-1981.. The private businesssector's portion of such loans increased from a level of 81.7' in
1978 to 90.8% in 1981, Exhibit XVI 
 details such figures. Term lendinoto the private business sector increased from L.E. 14 million in 1978to L.E. 90 million in 1981. Term lending, however, as a percentageof -otal loans and advances to the private business sector, decreasedfromoI to 6.1%. In contrast, term lending to the private business
sector by J.V.& P. banksas a percentage of total term lendina to the
private business sector by all commercial banks increased 
from 49% in

1978 to 54; in 1981.
 

In this context, 
term lending to the private business sector by J.V.
& P. banks, which reached L.E. 90 million in 1981, 
is divided into
L.E. 49 million to industry (54), with services and commerce eachstanding at L.E. 20 million (22%) and agriculture about L.E. 1 million.As of December 31, 1981, 60% of term lending was in Egyptian pounds
and the balance in foreign currency.
 

In terms of sources and uses of funds available to the joint ventureand private sector banks, the Loan/Deposit ratio of this group ofbanks is 69% as of December 31, 1981. 
 This ratio shows substantial
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improvement over 1978's ratio of 46%. If this ratio is calculated
 
for the business sector's loans and total deposits in different

currencies it yields 68% for the local currency component and 58%
for the foreian currency portion. Additionally, if the Loan/Deposit
ratio is calculated for private sector funds it yields a ratio of 
74.%. Its local and foreign currencies components' ratios are 86% 
and 65% respectively. These ratios are indicative of what the
Survey's questionnaires and interviews revealed in terms of this Group
of banks beina a nettaker of Egyptian pounds and, in effect, as a 
Group, exceeding the limit set by the Central Bank on credit extension

beino 65% of the deposit base in Egyptian pounds. Furthermore, it 
reflects along with other items of the balance sheet that, as a Group,
they are net placers of foreign currencies in Egypt and abroad. 

With respect to term fund uses, 
the ratio of the business sector's
 
term loans to term deposits (time and savings deposits) is found to
be equal to 5%. If the same ratio is calculated for private sector 
funds, it is found to equal 7% with its local currency component putat over 10% and its foreign currency component equal to approximately
5%. 



Business and Investment (or Merchant) Banks
 

Th'is group of banks comprises 9 banks at the present time, mostly es
tablished under the auspices of Law 43 of 1975, or established by

special decrees. This category of banks is supposed to concentrate
 
its activities in the field of investments and was originally supposed
 
to deal in foreign currencies only. Exceptions to the rule exist,
 
however, and there are currently several banks in this category which
 
deal in both local and foreign currencies. At present, this group of
 
banks constitute 3% of the total banking system loans and advances and
 
a similar 3% of the system's deposit base.
 

A presentation cf their balance sheet as produced in Exhibit XVII, 
reveals that these banks total assets increased from L.E. 266 million 
in 1978 to L.L. 892 million in 1981, this is an average annual growth 
rate of E8%. 

Deposits
 

As presented in Exhibit XVIII, during the 1978-1981 period the deposit

base gre.. from a modest L.E. 91 million to L.E. 337 million register
ing an average annual increase of 55%. The foreign currency component

registered an average annual growth rate of 47%, albeit beginning from
 
a modest base of less than L.E. 8 million in 1978.
 

As of December 31, 1981, the deposit base supplied by the private
 
sector constitutes 80 of the total deposit base, with the private
sector's share of local and foreign currency components representing
71% and 83% respectively. In terms of types of deposits held with 
this group of banks, it is found that as of December 31, 1981, L.E. 
34 million were held in demand deposits with the private sector's 
share constituting 78,., time and savings deposits at L.E. 256 millijn
with private sector's share at 80% and, finally, earmarked deposits 
standing at L.E. 43 million with the private-sector's share undeter
mined from available information. 

Loans and Advances
 

Total loans and advances increased from L.E. 34 million in 1978 to
 
L.E. 282 million in 1981. Approximately 98% of loans and advances
 
were in foreign currencies by the end of 1978; this figure was reduced
 
to 64% by the end of 1981. Exhibit XIX, presents such figures for
 
the business and investment banks. The public sector share of loans
 
and advances in 1978 was nil, as of the end of 1981, it stood at close
 
to 27%. More importantly, however, term loans increased from a total
 
of L.E. 9 million in 1978 to L.E. 113 million in 1981. In the con
text of term lending, the private business share of term lending in
 
December 31, 1981 stood at L.E. 52.6 million of a total L.E. 112.9
 
million or.47%. In determining the currency composition of term
 
lending, we find that L.E. 
70 million of term lending was made in
 
Egyptian pounds, of which only L.E. 9 million was to the private sector
 
(13%), with the balance going to the public sector. In foreign cur
rencies, term loans made were L.E. 43 million, all to the private
 
business sector.
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With respect to the loans and advances provided by this group of barks 
to 6ifferent sectors of activities, Exhibit IXX details the breakdown.
For Agriculture, total loans and advances were L.E. 9.6 million in 
1981. Of this 28% was 
in L.E. and the remaining 72% in FC. For In
dustry, by December of 1981, L.E. 4.9 million 
of loans and advances 
were made, 58.3 million were in FC for a total of 63.2 million. For
Commerce and Services, total loans and advances were 86.1 and 51.8 
million respectively. In the case of Commerce 83% of these loans
 
were in foreign currency; the figure for service is 77%. 

The total Loan/Deposit ratio for this group of banks stands at around
102%. This is the only group of banks which is characterized by
such a high loan/deposit ratio as of December 31, 1981. This ratiowill have to be reduced in conformity with the CBE regulations regarding
credit expansion in Egyptian pounds. As stated earlier total deposits
in L.E. stood at 68 million as of end of 1981, and loans stood at 102 
million, in violation of the 65% rule. 

In addition,. if the analysis concentrated on the term lending portion
carried in Egyptian pounds, it is found equal to L.E. 69.5 million in
 
contrast to a.total Egyptian pound deposit base of L.E. 68 million
 
(Loan/Deposit ratio of 102%).
 

It is again quite clear that enforcement of the 65% rule as it current
ly stands will further squeeze the funds available for lending in

local currency. If this occurs , it is likely that the institutions 
will tend to reduce term loans in favor of shorter lending as the 
latter is substantially more profitable. 

If the loan to deposit ratio is calculated for private sector's term 
loans and time and sa,.ings deposits, the ratio stands at 26%, the
highest of such ratios for various categories so far. 



Branches of Foreign Banks 

This group of banksis classified under the category of investment

banks. 
 The number of branches operating at the present time 
in Egypt

equals nineteen, Their total deposit base as a oroup stands at
L.E. 556.7 million representing 5.3% of the banking system depositbase and their loans and advances stand at L.E. 416.8 million repre
sentino 3.8% of the banking system loans and advances. Branches of
foreior banks deal in foreign currency exclusively. It should,therefore, be borne in mind that although the financial 
analysis

presented below is made in Egyptian currency, it actually represents

foreign currency equivalents. 

The branches' balance sheet as presented in Exhibit XX, grew from a
level of L.E. 575.7 million in December 31, 1978, to L.E. 1,683.7
million at the same 
date in 1981. This represents a growth of 192%
over the period or an averaoe annual growth rate of 435. During the
same period, the 
 branches' total deposit base grew by 92% representingan averaQe annual growth rate of about 24 ' , reaching L.E. 556.7 million in December 31, 1981. 
 Loans and advances reached L.E. 416.8 million in December 31., 1981, representing a total growth rate of 2210 '
 over the 1978-1981 period, or an average 
 rate of growth of 48% per 
annum.
 

Analysis of other items of the balance sheet reveals various important
points. 
The first is the decrease of net placements with banks abroad
to reach a level 
of L.E. 42.3 million in 1981. 
 This is reflected in
L.E.590.3 which are deposited with banks abroad and L.E. 548.0 which
are due to banks abroad representing borrowings from the outside world.Secondly, deposits with the Central Bank have shown a remarkable growthespecially in 1981, reflecting the enforcement of the Central Bank
decrees regarding depositing 15% of the foreign currency deposit base
in an interest paying account with the 
CBE and the deposit, for a month
of 75% of total 
value of letters of credit for imported items in
 
imports schedule C.
 

Deposits
 

The deposit base as stated above grew by an average annual rate of
about 24%. Demand deposits grew from L.E.59.6 million in 1978 to
L.E. 68.2 million, a mere annual 
rate of growth of 4%. Earmarkeddeposits, mostly connected with opening of letters of credit, have
 grown to 93.1 million representing an average annual 
growth rate

of 59. Finally, time and savings deposits grew from L.E. 207.6 million to L.E. 395.4 million between 1978 to 1981, Exhibit XXI details
these figures for branches. This represents a total growth of 90%,
or an average annual rate of growth of 24%. 
 The private sector is
the predominant force in branches clientele. 
 It represents 86% of
the deposit base as of December 31, 1981, and its 
total deposit base
grew by an average rate of growth of 28% per annum between 1978-1981.During the same period, its earmarked deposits reached L.E. 93.1 mil
lion (100% of earmarked deposits), and its time and savings deposits
reached L.E. 320.1 million (81% of total time and savings deposits)
reflecting average rates of growth of 64% and 28% respectively during
the period 1978-1981. 
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Loans and Advances 

Exhibit XXII, reviews the loans and advances to the business sector 
carried by branches which reached L.E. 382.9 million in December 31,

1981. Th-is represents an average annual growth of 56%. The short
 
term comPonent of this portfolio (one year or less) represents 86%
 
of the total portfolio. 
 This short term component currently stands 
at L.E. 329.5 million, having experienced an average rate of growth
of 524 per annum. Its relative importance, how.ever, decreased from 
91% of total volume to the current 86'/" stated above between 1978-1981. 

In contrast, term lending (more than 
one year) increased in importance

from 9% to the current 14% level. Term loans volume grew with an
 
averaoe annual 
rate of growth of 990% between 1978-1981 to reach a
 
level of L.E. 53.3 in December 31, 1981.
 

The private business sector's share of total loans and advances re
presents 94% 
and stands at L.E. 361.2 million in December 31, 1981,

having experienced an 
average rate of growth of 56% since December 31,

1978. As of the end of 1981, the short term portion of loans and
advances to t.he private business sector represents 94% of total short 
term lending undertaken by branches, and 87% of total private business 
sector borrowings from branches. As of the same date the term lending

component (more than one year) carried by the 
private business sector
 
currently stands at L.E. 46.7 million. 
 It represents 13% of total
 
private business sector borrowings and 88% of total term lending

carried by branches as of December 31, 1981.
 

If the branches' loans and advances portfolio to the private business
 
sector is analyzed in termsof type of activities, it is found that
 
agriculture and industry borrowed short term loans of L.E. 1.4 mil
lion and L.E. 10.1 million respectively as of December 31, 1981,

relatively negligible in magnitude. Services borrowed L.E. 15.4 mil
lion by 1981 figures, of which L.E.-11.0 million are term loans (over
 
one year) representing 24% of all 
term lending to the private business
 
sector carried by branches. In contrast, commercial activities bor
rowed L.E. 314.4 million, or .5% of total private business sector
 
borrowings. Term lending to commercial 
activities reached L.E. 35.7
 
million, representing 76% of total 
term lending to the private busi
ness sector.
 

For the branches, the Loan/Deposit ratio as of December 31, 1981,

stands at 75%; a marked improvement over the 1978 level of 45%. 
If
 
the loan to deposit ratio is calculated with the private sector's
 
deposits as defined in Exhibit XXI in the denominator, the resulting

ratio is equal to 76%. In addition, if the above exercise for the
 
private sector is repeated with term lending and time and savings

deposits of the private sector in the numerator and denominator re
spectively, the ratio becomes about 15%.
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ThE Development Industrial Bank 

The last category of banks is that of specialized public '.ctor banksof which we single out the Development Irdustrial Bank ("01B").
DIB, a public sector institution and a 

The 
wholly o,,ned subsidiary ofthe Central Bank, specializes in providin medium and long term loansto Lhe industrial sector. It was established in 1975 and started

operations in 1976 with capital of L.E. 5 million. DIB's main

objective is to support '-dustrial activities by extending loans of
maturities up to fifteen ears. Loans are 
 provided in both local andforeign currencies. DIB's clientele are mainly private sector enter
prises, with an emphasis cr small and medium scale enterprises. 

As of December 31, 1981, the DIB's balance sheet stood at L.E. 208.5
million, having been at L.E. 57.1 million in 1978, thereby, registeringan average annual rate of growth of 54%, Exhibit XXIII details DIB's
balance sheet 
for the period 1978-1981. The DIB's balance sheet

represents less than one percent (0.77%') of the banking system's
balance sheet with its 
loans and advances standino 
at L.E. 183.5 mil
lion, representing 1.7% of total loans and advances provided by the
 
banking system. 

Sources of Funds
 

Since 1976, DIE's capital was increased several times and amounted
L.E. 25 million at the end of 1981. Due to its 

to 
nature as a specialized bank mainly financing new investments, DIB's most important


sources of funds, in addition to capital are loans 
 from internationalinstitutions and from CBE. At the end of 1981, loans from interna
tional institutions* amounted to L.E. 78 million (or 38% of total
liabilities) and credit from CBE was 
L.E. 53 million (25% of total

liabilities). 
 The third important source 
of funds was capital and
 
reserves with L.E. 35 million 
(or 17%). These sources of funds have
experienced substantial growt, since 1978 ; capital increased
by 150% and the Central Bank loans grew by 230,%between 1978-1981,
representing an average annual growth rate of 49'. Finally, deposits

and loans from international 
 agencies grew by 383%, registering an 
averaoe annual growth rate of 70%. 

Loans and Advance: 

Uses of funds are characterized by the overwhelming predominance of

loans and advances which grew from L.E. 46.1 million in 1978 to L.E.
183.5 million in 1981, thereby reaching a level of 88% as of the end
of 1981, 
Exhibit XXIV reviews the loans and advances provided by the
DIB. This represents a growth of 298, or 
an average annual growth

rate of 59%. Total loans supplied to the private sector amount toL.E. 163.8 million of a total 
loan portfolio of L.E. 
183.3 million or
89. Short term loans extended to the private sector amounted to
 

* With about L.E. 3 million indeposits from borrowers required as
 
margin for letters 
of credit open to import foreign components for
 
projects financed by DIB.
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L.E. 35.2 million with the balance amountina to L.E. 128.6 million

(79, of private sector loans), representino medium and lona term
 
loans 
to the private sector. More interesting, however, the DIB,

which holds liess than one percent of the banking sector's total
balance sheet footing, supplied the private sector with 30% of mediumand lono term lending made available by the banking sector. 

In addition, a review of the DIB loan portfolio, shows that total 
term loans to the private sector amounting to L.E. 128.6 are divided
into L.E. 75.8 million in local currency (59%), and L.E. 52.8 million
in foreian currency (41%). In terms of sectors of activities, agriculture received 3.7% of private sector's term loans, industry re-.ceived 67.3"', with services receiving the balance amounting to 29%.It is also important to note that between 1978 and 1981, the private
sector's share of total lending made by the 
DIB increased from 75%
 
to about 90%, with the local 
currency component increasing from 79%
to 92%, and the foreign currency increasing from 64% to 83%. 

With respect to further analysis of term lending, Exhibit XXV reviews 
the maturity structure of the DIB portfolio and the types of secur
ities or Guarantees being applied. The Exhibit reveals that L.E.80.2
million of the portfolio are five to ten year, loans, L.E. 68.1 of one to five years maturity. The most often used security in term lending

is the commercial and industrial mortgage with real 
estate and equip
ment coming second.
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Term Lerdine
 

In this section, an analysis of term lending to the private sector isundertaken. This analysis is prmarily based on information gatheredin the interviews with banking institutions, the questionnaires to
the paricipati -g4banks, and finally supported by one analysis of
aggregaie ano datasectoral provided by the Central Bank. 

As of t're end of 1981, and according to statistics provided by theCentral Sank, totaloan and advances to the business sector provided
bV the Ban. ing system amounted to L.E. 980 million. The zuvaebusiness 
sector portion of those term loans and advances amount to LT.
43U F1i ior or roughly 44/, an increase over7c. - the 1978 proportion of 

The Survey found the banking system to be fairly liquid in foreigncurrencies, and accordingly, liquidity in foreign currencies couldnot be recarded as an overwhelming constraint on the banks abilitiesto extend medium and lonq term loans in foreign currencies. The
hort term natu~re of tha-Hopni base however maX discoDuraae an
 
institution 
 from lending. Interbank borrow in oreign currency is 
poss=ie anT-atT -ur edits are abundant but seldom used. 

In the Egyptian pound sector, the Survey found the Central 
Bank credit
expansion regulations 
able 

and the 65% rule to be the most important variaffecting the sector'sbanking liquidity in Egyptian pounds. Aninterbank market in Egyptian pounds cannot be said to exist. 
 Certain
transactions take placeY,,ut without the kind of regulariy, speed
and efficiency which could characterize it as a market. 

Management of liquidity relies upon the existence of a money market.
Because there is rLo money market for L.E., and no instruments, thereis very little management of L.E. The istence of sporadic transactions in Egyptian pounds occurs mainly between public sector banksand their joint venture subsidiaries. Therefore, effectively, thereis no 
liquidity management in L.E. denominated funds. The opposite
is true for fZ.I qjncrrpnrio because, in this case, a market doesexist - the eurodollar market. Interbank transactions in foreign
currency aT iow banks To manage FC liquidity. For example, a bank may extend a loan and take out another with a similar maturity
structure in order rver itself against the vagarities of in+-restrate movements. i una 
 emen therefore, ranges from the 
non-existent (in - Pcs of I.ed) totrascaions involved lin ma1naging__fnrpinthe highly sophisticatede_ [tlge.-

Similarly, the Interbank market in L.E. 
is highly limited and sporadic
and cannot be said to be 
a true interbank market. 
 In contrast with
this, there is a lively and effic-ant interbank market for foreign
zurrency. This FC interbank market is tapped on 
a daily basis,
rimarily by joint venture subsidiaries. The Central Bank of Egypt's
iiscount rate plays no role in the interbank market. 

[n contrast to the banking sector's liquidity, the-demand for term
loans is mainly in Egyptian pounds and to a much lesser extent in
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foreign currencies. Reluctance to borrow in foreign currencies is

predicatedon substantial losses 
 incurred by inyestors who borrowed
 
medium term funds 
in foreign currencies. The substantial increases
-H-htnrinterest rates 
on forei-n currencies and the continuous
 
depreciation of the Egyptian pound in-relaion to most foreig

currencies brought severe inabout losses the demand for foreign cur
rency borrowings for medium or long term maturities.
 

As 
previous parts of this Report indicated, the deposit base of the

banking system witnessed substantial growth. Two types of portfolio

adjustments accompanied the growth in the deposit base. 
 The first

portfolio adjustment was in terms of a shift from demand deposits to
 

~ (interest na'ino I deposits in both foreign and rocal
currencies. -esecond portfolio adjustment was the gradual shift
 
out of local currency and int oreign currencies. to counter the-
erosion in the value-of the Egyptian-pound.The.urvey found that
 most of the time deposits are 
short term in both foreign and local

currencies. It is estimated that average maturitv in local 
currencies
is about 12 months, with a 6 months median. 
 The foreign currencies'
 
maturities average 60 days with 
a 30 days median.
 

Non commercial banks have relied on 
other sources of funding which
 
are more 
suitable to the type of operations they are supposed to
undertake. In this context, the increase in the Development Industrial
 
kn.capital from L.E. 5 million to L.E. 25 
million, and the substantial
 
loans from International Agencies (L.E. .7.8 million in 1981), 
are good examples of funding for institutions which will be primarily engaged interm lending. One other law A...i..vestment bank, M'ijhan Development
Bank has attempted to develop a structure for-sources or-u ' T1Tr
is commensurate with its objectives. 
 In-this regard, MIDB increased

its capitalization from.$ 20 million to.$ 40 'million, received a
$ 30 million loan from the World Bank and floated certificates.'of
 
deposit of S 20 million. The MIDB concentrated on financing medium

and large projects, often playing a-promotional role in the develop
ment of the project and holding sizable equity participations in such
 
ventures.
 

Apart from two to three -investment banks organized according to law
43, the Team did not detect much difference btween commercial banks
 
and investment banks grganized accordinQ to law 43. 
 If all bans

established under law 43 are pooled together, perhaps one, at the
most two, institutions will stand out as being primarily investment
 
oriented.
 

Based on 
our sample, Joint Venture Banks relative-to their size,

emerged as the most significant mobilizers of capital. Since this
 
group of banks has 
been growing at the fastest rate relative to the

others, and because they deal 
in both L.E. and FC;- this is not sur
prising. The following list provide some examples-of banks which
have participated in syndicated lending or lead managed syndicated

loans:
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Syndicated Lending Lead Managed Syndicated Loars 

Arab Irternational Bank Arab/African Bank 

Arab/African Bank Misr/Iran Bank 

Misr/Iran Bank Egyptian American Bank 

Egyptian American Bank American Express 

National Bank of Egypt Citicorp. 

Bank of Alexandria 

Cairo Barclays 

Arab Investment Bank 

Other institutions will have more similarities than differences when 
it comes to investments. Differences between institutions, commercial
 
or investment, can be more properly characterized as tboe of emphasisraher Lhmc, htan 

The Survey did not generally detect laid down rules governing the
 
management of risk in the institutions. In this context, the Team
 
did not find sectoral limits set by the institutions, but rather man
agement being aware of its risk exposure profile, enforces a sectoral
 
limit (in the back of their minds), on a case by case basis. An
 
exception to the foregoing is the limit set on exposure to a project 
or client usually set as a percentage of networth.
 

Accurate information about bad debt losses is not available but the
 
r.t' of provisions/loans and advances and its history could serve 
as an indicator. This rato stands at 7. for the banking sector at 
the end of 1981 compared with 5.3% at the end of 1978. This trend 
is representative for the different categories of banks. According 
to some bankers we interviewed bad debt losses account for between 
1/4 and 1/3 the provisions amounts. This is in line with other esti
mates that bad debt losses range from 1/C to 2% of total loans and 
advances. Some bankers tend to believe that newly established banks
 
may suffer during the coming years fron bad debt losses relatively 
greater than those of the public sector commercial banks because of
 
the greater portion of new-in-business clientele.
 

Banks deal with arrearages at different levels of authority depending 
upon the age of the bank, its historical background, clientele charac
teristics, geographical spread and number of branches. The public
 
sector commercial banks in general have several departments following 
up the repayment and arrears of loans and advances.
 

Borrowers late in repaying are first asked for repayment; if still not 
paid up their files are generally transfered to the arrearage committee.
 
This committee re-investigats the loan situation and analyzes the 
possibilities for repayment and rescheduling. If loan repayment is 
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rescheduled but 
repayment not fulfilled 
 it is the arrearage committeewhich recommends legal 
action and the provisionsto be allocated. For
the other categories of banks, 
a similar but simplified organization
exists with lesser emphasis on 
the periodic review of information.
 
With respect to maturities, however, the 
rules are
enunciated. Excpt the DIB, the 

much more clearly
Survey did
.no find institutionswilling tQ-o hP Sojlon_ m-44ri--"r w m n 7 =777 n soerating in the five vearc" r_.nQQ a liami,_. s 

In terms of project or 
loan risk management, the Study found that
strict equity to debt ratios are being enforced. These have been
louna in tne range of 60-7, which reflects
conservative approach to term lending. 

a shift toward a more 
Two years ago, it was 
not
uncommon to find many projects with equity to 
debt ratios in the 50%
neighborhood. 
 The Team found that the banking system is heavily


bip.pdc +g1,, r .. . Lcol ater0 rtydyes--other forms of guarantees. 
1 a andThese securi ies were found to add:substantially to the cost of borrowing; it is not 
uncommon that such
costs represent over 2% of the loan value in up-front governmentdues.
 

Short term lending representing the overwhelming portion of total
loans made by-the banking sector, was found to be 
substantially more
lucrative. 
 This is primarily due to the presence of a fair portionof such funds in the form of commitments rather than disbursements
(letters of guarantee for instance, 
or letters of credit from inception until payment) which represent interest earning 
assets. Otherfees and expenses charged by the banks are much more substantial in
short term lending if the turnover of such loans is taken into account. 
Facing a line of business that is less profitable than other available lines,perceived to be more 
risky, with a relatively high risk
structure of interest rates,
and 

banks are. reluctant to finance the mediumlong term funding needs of the business sector.the relatively narrow range of 
In addition,

creditor interest rates does 
not. wth.
Dnks to differentiatebetweenShorter andlongerfunding and
the rs inhvolved withprojectfinancing.Complicating the situation~is the aenerallylessthanadeuate uality
of roiPrl- prnnrr rin terms of the feasibility studies being pre
sented or the suggested financial package. The banks, with the exception of a handful 
of institutions, 
are not adequately staffed to
analyze,
become or at times, substantially revise these studies and haveeven more reluctant to finance projects. If the banks do 
finance these projects, 
it is done after a substantial investment in
terms of time and effort. To safeguard such an investment, in addition to the loanable funds, 
banks become increasingly conservative
in their risk 
return tradeoff.
 
Furtherconstraints on the ability of the banks to finance mediumand long term loans 
are more general 
in nature and a function of perceived political and economic risks deemed unacceptable at the current
 
risk-return tradeoffs. 

51 



In order to, increase the flow of term loans to the private sector, 
measures have to be taken to relax some of the-constraints, or vari
ables, affecting the present risk-return tradeoffs available for term 
loans. In the following section, recommendations to that effect
 
are presented in an attempt to relax some of the foregoing constraints 
or at 
least make them more acceptable from a standpoint of risk
return tradeoff.
 



RE C0Imi1E NDAT IONS 

In this section, several recommendations, suggestions and solutions
 
are 
presented for the consideration of the GOE and USAID. 
As regards
some oT the recommendations presented below, itshould be clarifiedthat they were technical in nature and presented within this context.Their implementation, however, may hinge on other considerations unknown to the Team preparing the Survey In addition, it should be
clarified that some of the suggestions presented below may not constitute appropriate intervention areas by foreign donor or foreign

organizations. 
 The objective of the recommendations presented, here
inafter is two fold:
 

1. To recommend actions and undertakings aimed at relaxing .some of
the constraints affecting the ",low of term lending to the priv
ate sector. 

2. To recommend structures which will complement the policy actions
referred to above and-will assist i' the institutionalization of
the term lending processes to the private sector.
 

In the 
context of the above categories of recommendations, it should
be clarified that the recommendations presented below deal, generally,
with the regulatory framework and two areas 
of the problem: The first
dealing with increasinaL. rMan "ply f-, lending bythe priva stnr and the second area aims at inrra J
 
Tnr"n.h (mechanisms and institutions)in which term funds
markt 


are being transacted.
 

The Regulatory Framework-


Recommendations regarding the Regulatory Framework will, 
primarily,
relate to the Central Bank o- Egypt and its policies. -In this context,it is rcnmmende that the Cntral Rank OfFvt should beetmooalv 


in the p]n'ningand
-;LL14_a1L1 -~StadnQigifr
to om
0 i It is recommended that some ofthe rules and regulatons emoeed in law 163 of 1957, which were 
not changed by the promulgation
Of law 120 for 1975, be revised and updated to accommodate the needs
of an 
ever changing and demanding banking environment. As an example
of.such rules is the requirement that lending by the Central 
Bank be
against guarantees represented in the cotton crop or gold. 
 It should
be important to stress the function of the Central Rank aq a1pnr
of last resort and that this function is readily accepted by both the
Government ofgypt and the Central Bank to further assure the banking
conmmunity operating in Egypt. 

The Central Bank of Egypt suffered a severe brain drain during the
last seven years. This drain on 
the human resources of the Central
Bank should be remedied by increased funding of trainincpnrrrmr of
C nt_ Bank's personnel on 
various aspects of Central Bank's functions.
In a - iun, L-te tLral ank needs a major overhaul of its managementinformation system to enable a more enlightned and informed planning
and management of the banking system.
 

53
 



Based on our interviews we can state that banks' capabilities :n thearea of project appraisal vary according to cateqory of bank, how oldthe bank is, whether it is a joint-venture or riot...etc. The leading
business and investment banks and the DIB have in ,eneral 
better
capabilities than other categories of banks. For the or4banks we estimate 5 to ]0 qu-alnTieo staTT-f each of young, 
5 leading 

middle andsenior management level. There are 
two main 
sources for recruitment
of project appraisal staff. 
Middle and senior management staff are
mainly former staff of either international and regional organizations
or from credit departments in public sector commercial banks. Young
staff are usually graduates from Egyptian universities or the AUCwith backgrounds in economics, management, finance and commerce.
middle and young 
 staff usually have had training courses 
Both 

and seminarsin project evaluation and feasibility studies. 
 For the most part,
the courses and seminars are given in Egypt. Among institutions pro.riding such courses in Egypt thethere, is National Institute forPlanning, the AUC and other universities. Some banks arrange, internally, introductory courses for 

venture banks those 

their young staff and in some joint
courses are provided abroad by the foreign part
ner.
 

What follows are some recommendations for training of personnel:
 

Banking Staff:
 

Specifically, two courses may be provided at two different levels:an introductory course 
for young staff with up to five years experience and an advanced course for stff with experience of 6 to12 years. In the latter course, emphasis may be directed lealtowardandnrgn, na t particularly, with respectto loanagreements and loan syndic.tions, in short: 

(i) Project evaluation with emphasis on market studies, commercialprofitability and cash flow projections (with separate state
ments for FX cash -flow).
 

(ii) Project financing with particular attention to loan syndica
tion.
 

,entral Bank Staff: 

For staff of the Central Bank, training in the following areas

could be particularly useful:
 

(i) Introductory courses 
in project evaluation and credit analysis.
 

(ii) Financial 
Analysis of finance institutions.
 

(iii) 
Data collection, analysis and presentation.
 

(iv) Credit control  scope and methods.
 

In the area of Central Bank's regulations, it is suggested that more
 
flexible policies regarding the structure of interest rates be im
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plemented. 1ore specifically, a wider ranoe 
for debtor and creditor
*nlprest rtr is suggested to enable a differentiation based on ma
turities of deposits or lending. 
 If properly implemented, a more

flexible creditor interest rate 
structure would encourage larger

term savings and, to a certain extent, would be in line with creditor

interest rates on deposits in other currencies. This should encouragE

term savings, thereby increasing the maturity structure of the bankinc
 
system deposit base. On the debtor side, 
a wide ranae should make
 x term lendina more attractive than the present range warrants. 
 At
 
present, a two percentage point difference between minimum and max
imum debtor rates is not sufficient to induce banks to 
lend longer

term. If the range is increased, however, there will 
be greater room

for manoeuvres and a greater possibility to accommodate term lending.

In essence, there will be 
a return tradeoff which will make the risk

incurred in term lending a viable proposition when compared with

shorter maturities risk-return tradeoffs. The same differentiation
 
for debtor interest rates based on maturities could also be applied
to various types of sectorsor types of activities. In this regard,

lower rates could be 
applied to productive investments while higher

interest rates .could be charged to commercial activities. In essence,
 
a need for 
more flexible policy structure is recommended to enable 
re
direction of credit to selective areas 
of the economy, based on a
priority system to be periodically revised. No-re snecificallv- the
 
current ranae of 13%-15% could be expanded to a level of ll%-17%.


=ithin this context, longer maturities are charged higher interest
 
rates to compensate for the risk structure of interest rates and to

bring about a risk return tradeoff commensurate with market expecta
tions. In conjunction with such a new range of debtor interest rates,

the Government could introduce 
a policy of selective interest rates,

subsidies and levies which will 
supplement the banking sector and

affect the price of credit to different sectors of the economy and
 
types of activities.
 

Finally, the creditextenti 
 which limit the extension

of credit to % e 
eposit base of any.individual bank should be

modifie6. This modification should auament the deposit base by the
institution's capitaland reserves. 
 A moditication of this nature
could for example, expand the 
lending limit of all commercial banks
by L.E. 267 million, given a resource of L.E. 411 million for

December 31, 1981 figures. In addition, interbank borrowing (on a
 
net basis) should be inrl,,I Furthermore, to encourage term lend
ing, it may be appropriate that term lending for given maturities

(say over 3 years) should be deducted from the total loans and ad
vances of the individual institution, and thereby, not be subject to

the 65% requirements. Other such formulasmay be suggested and studied
 
to choose those that are most appropriate from the developmental, as
 
well as the regulatory framework.
 

Demand and Supply of Term Loans
 

This category of recommendations deals with increasing the demand and
supply of term lending by the private sector. it should be noted

that the Survey is suggesting measures to increase the 
demand for 
term loans because of the Team's belief that the final object is fur
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ther participation and involvment of the private sector in productive 
investment'.
 

In this context, it is recommended that the Government of Egypt attempt

to provide the needed stability in the laws and regulations which
 
govern economic activities. The Government should assist in the de
velopment of the proper psychological climate in order to induce the
private sector to 
invest larger amounts of funds in projects. The de
velopment of the needed infrastructure and the establishment of indus
trial estates will assist, to some 
extent, in reducing the otherwise

high cost of investments. In addition, the Government of ETypt should
determine its prioritip srr inndct rig a.d projects which it is seek

ing to implement, as well as clear demarcation lines reflecting areas
in which the private sector is welcomed, and those where exclusivity

is being given to the pulbic sector.
 

The continuous erosion in the value of the Egyptian currency is a
major constraint on the willingness of the private sector to 
invest

in projects requiring foreign currency financing, while lacking the

potential foreign currency cash flows for repayment of loans. It is

suggested that the Government of Egypt take measures necessary to
either rectify the current imbalance between the value of the Egyptianpound and other curr.encies as reflected in the official exchange rates, 
or alternately assume the current risk borne by the individual 
in
vestor.
 

Fiscal policies aimed at giving preferential treatment to industrial 
and other productive investments should be 
studied and implemented

to 
attract the private sector into such endeavours. Furthermore,

other fiscal policies aimed at, for example, projection of local in
dustries through appropriate customs tarrifs, should be given greater

attention to assure the private sector of the 
continuous interest of

the government in its development and well being. 

Recommendations, with regard to increasing the supply of term loans
 
to the private sector will, 
primarily, focus on the relaxation of

constraints affecting the supply of such term funds to the private

sector. In this regard, and as discussed earlier, the banking sector
should be encouraged to lengthen the maturity structure of its depo
sit base through the introduction of more innovative and diversified

saving mechanisms to suit the preferences of various types of savers.The lengthening of the maturity structure of the banking institutions'
deposit base s'hould ease the severe constraints on the ability of the
banking system to transform the maturity structure of its deposit

base (mainly short term) into longer term loans.
 

The Survey reveals that many of the feasibility studies which are pre
sented to the banks are either very preliminary in nature and need
substantial efforts to be completed, or 
are carried out in such a waythat they require major revisions. It is, therefore, suggested that 
major sectoral or industry studies be carried out and financed by theGovernment of Egypt. These studies could be made available to poten
tial 
investors to enable them to determine, with a given degree of
 
reliability, the actual situation within the industry in which they
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are interested. Furthermore, this will 
assist investors in the bette

preparation of feasibility studies, thereby, allowino the banks to
undertake their proper role with respect to these feasibility studies
which is one of appraisal. In this context, the ban-ing sector in
general, may require training programs in 
area of project appraisals

and preparation of feasibility studies.
 

It is important 
to note that the lack of accurate market data and the
need to gather this data through empirical surveys substantially increases the costs of feasibility studies that are being prepared for
projects. 
 The degree of accuracy of such data, when gathered, may
be a reason for the high degree of risk attached to many of the projects that are being submitted for financing to several of the banking institutions interviewed. The sectoral or industry data referred
to above may go a long way towards reducing both the cost of such

feasibility study and the riskiness of the projects being studied.
It should be noted that most of the suggestions made so far in this
section, aim mostly at reducing the cost, to the investor and to the
 
bank, of undertaking and funding projects.
 

Mechanisms and Institutions
 

This area of the recommendations deals with the structures and instruments needed for a smoother flow of funds to the private sector
and interaction between the supply and demand functions for such
funds. 
 Under Regulatory Framework, the recommendations dealt with
 some of the requirements for an orderly operating banking system and
the efficiency thereof. 
Apart from the Regulatory Framework, however,
there are 
certain instruments mechanisms, structures and institutions

which many be necessary for the efficient working of the banking
 
system.
 

To start with, the banking 
system cannot operate in isolation from
other financial markets and institutions which should be operating

and interacting with the banking system sector.
 

An orderly working money market, capital market and stock market
coulo oa lon wdytoward enabling 7er -anK-ng system to circumvent
 many liquidity constraints y covennyYI SI "U;Lregardless

of maturities as long 
as the financial markets can accommodate its
needs. 
 The relative inactivity of other financial institutions as
participants in money or capital markets, despite the longer term
nature of their resources, is complicating the problem.
 

It is suggested that measures be taken to assist in the activation
of financial markets to complement the work being requested from the
 
banking sertor.
 

Measures to reduce the risk in lending medium long term funds to the
private business sector should be encouraged. In this context, a
-uarantee mechans. ould substantially reduce the uncertainty involved in term nncing to private sector's projects. This guarantee
structure would provide partial 
or total guarantees as to payment of.interest and prin-p ] 01 pivoLe.SecLor s Term loans Tor projects 
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meetine a selective group of criteria commensurate with economic and 
developmrental objectives. 

Further analysis of this mechanism is needed to determine its funding, 
management, mode of operation, eligibility requirements and selective 
criteria for various levels of guarantees and the cost of such guaran
tees to ensure that no undue risk is being accepted because of facil
ities provided by the guarantee program. 

In addition,a discount window should also reduce liquidity
problems wi-are cons-Lraining the ability of banking instit'utions 
Lo ierd medium and long term funds to the private business sector.
 
I, addition, the presence of such a discount window would help in the 
provision of needed instruments for more active rioney and capital
markeis. The discn'n4t "inow would provide, uri, r certain circum
stances, to the lending institutions, the possibility of l.~countino
trI - ginally extended to private business sector. A-wt 
the ouarantee mechanlsm, furtner analysis and study is needed 
in order
 
to determine the circ !mltances uedarwhich loans become eligible for 
discounting, and the rat' arwhch these loans will be dicounted-

Mlportant to str ' fLrhe discount trigger mechanism in such
 
a way that it prevents the abuse of such 
a facility by irresponsible

i nsti tuti ons. 

In order to provide leverage for government or donor funds provided
for programs to encourage private sector's investments in productive
projects, it is suggested that such funds be blended with other com
mercial funds to extract the maximum 
 possible leveraging of such
 
funds. In this context, the relunctance nf the banking sector to
 
finance the lonqer mmrr'iep could be countered by having oovn,
 
or donor take the portions of 1oan which banks are-unwilling to 
finance (f urtL..s_._.maturities). 

Finally, certain high risk projects may not be suitable for total 
commercial financing. In addition, certain 
of these projects lack
 
an adequate equity base given their high risk nature. 
 In such a
 
case, neLw intrm ts should be introduced like subordinated loans 
or convertible instruments which would make these, otherwse Tinan-
cially unv7a77 e prooect--financially viable.
 

in view of all these programs which were suggested above, it may be 
suitable to consider the type of structure which would house and/or

coordinate between any number of them. 
 In this context the Central
 

!Bank would be an excellent choic.e at least for the discount w77ow 

it seems,however, that the, Central Bank will be preoccupied with 
efforts regarding the management of monetary aggregates, upgrading

its management information system and the training of new cadres on
 
arious levels of its hierarchy. 

Another alternative would be one of the public sector commercial 
banks actig as proxy for thpflpntral Bank and instrumental in the 
execution of government policies. The interviews undertaken in the 
Survey revealed that, in conjunction with other programs, banks prefer 
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to deal directly with the government or donor rather than through in
termidiaries who a-e also their competitors. 

In this context, the Privat Investment Encouraoement Fund "PIE Fund"
is perhaps an appropriate vehicle to house and/or coordinate thesevarious programs. The PIE Fund was orginally created as a co-financing
vehicle with S 30 million capitalization aimed at the private sector.The by-laws creating the PIE Fund as a vehicle, have afforded it with a oreater degree of flexibility than just co-financing. It is theTeam's belief that its canby-laws accommodate most of the programssuooested earlier. 
If the PiE Fund can be re-structured to house or
coordinate the above programs along with the undertaking of majormodifications -in its operating systemsprocedures and management, it
would be a potent vehicle 
for private sector encouragement and 
devel opment. 

What follows are a few specific suggestions for ways in which the

effectiveness 
of the PIE Fund may be increased: 

The capital base of the PIE Fund ought to be enlarged from $ 30 million as a larger base would permit the Fund 
 to increase the scope ofits interaction with the private 
sector.
 
Limits on the amount which may be 
lent to any one investor ought to
 

be established.
 

The application and decision making procedures ought to be simplified. 

Fund participation should not be limited to new projects. The Fund may participate in already existing projects which need a readjustment of their capital structure and which are otherwise commercially
profitable. Such corrections in the financial structure of projectsor firms could take the form of equity participations, preference 
shares, or loans.
 

The Fund could provide assistance in project studies, preparation,

implementation and promotion. 
 Forms of assistance may include the 
fol lowing: 

1) Financing parts of the feasibility studies of projects which
have been provisionally accepted.
 

2) Selecting some project ideas for which the pre-feasibility
studies could be financed by the Fund. In such a way the
 
Fund would be providing promotional assitance to the private

sector, and facilitate private 
sector interaction with the
 
Fund.
 

The Fund's resources could be leveraged by increasing the degree ofco-financing and participation in 
loans to the private sector.

leveraging will result 

This 
from assigning shorter maturities to cofinancing banks with the Fund being allocated the longer maturities 

of such loans.
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Tr,e PIE Furd could assist in correctiric t+ne fi ranci ro st-ructure of those 
projects .,hicr: are technically and comIercially sound but do not have 
acceptable debt/equity ratios. This could be done in two ways: 

1) 	The Fund participates in the capital share of such a project
 
through preferential shares in order to reduce the risk assumed
 
by the Fund and to guarantee a certain level of income. The
 
Fund's participation may decrease over time.
 

2) The Fund provides such a project with complementary loans so
 
that it need not compete for loans provided by banks. 

The PIE Fund should be innovative in terms of the kind of financino 
it provides. It should consider convertible securities, subordinated 
loans, and islamic formulas of decreasing participation to more suit
ably cover the needs of various projects.
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Exhibit I
 

List and Type of Bbnk Covered
 
By the Interviews.
 

Bank's Name Type 	of Bank
 

Joint Venture (Commercial)
1. Alexandria Kuwait international Bank 


Foreign Branch
2. Arab Bank Limited 

Foreign Branch
3. 	Bank of America NT & SA 


Joint Venture (Investment)
4. 	Cairo Barclays International Bank S.A.E. 


Joint Venture (Commercial)
5. The Chase National Bank (Egypt) 


Foreign Branch
6. 	Citibank N.A. 

Foreign Branch
7. 	Credit Suisse 

Public Sector Specialized
8. Development Industrial Bank 


Joint Venture (Commercial)
9. Egyptian American Bank 


10. 	 Lloyds Bank International Limited Foreign Branch
 

Free Zone Branch
11. 	 Manufacturers Hanover Trust Company 


Joint Venture (Commercial)
12. 	 Misr America International Bank 


(MIBank) Joint Venture (Commercial)
13. 	Misr International Bank S.A.E. 


Joint Venture (Investment)
14. 	 Misr Iran Development Bank 


Public Sector
15. 	 National Bank of Egypt 

Joint Venture (Investment)
16. 	 National Societe Generale Bank 


Private Egyptian
17. 	 Nile Bank S.A.E. 

Joint Venture (Investment)
18. 	 Societe Arabe Internationale de Banque (SAIB) 


Private Egyptian
19. 	 Suez Canal Bank 

Joint Venture (Investment)
20. 	 Union Arab Bank for Development and Investment 


(Arab Investment Bank)
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List and Titles of Officers
 

Covered By Interviews.
 

Bank's Name 


1. Alexandria Kuwait International Bank 


2. Arab Bank Limited 


3. Bank of America NT L SA 


4. Cairo Barclays International Bank 

S.A.E. 


5. The Chase National Bank (Egypt) 

6. Citibank N.A.. 

7. Credit Suisse 


S. Development Investment Bank 

9. Egyptian American Bank 


10. 	 Lloyds Bank International Limited 


11. 	 Manufacturers Hanover Trust Company 


12. 	Misr America International Bank 

13. 	 Misr International Bank S.A.E.(MIBank) 

14. 	 Misr Iran Development Bank 


15. 	 National Bank of Egypt 


16. 	 National Societe Generale Bank 


17. 	 Nile Bank S.A.E. 


18. 	Societe Arabe Internationale de Banque 

19. 	 Suez Canal Bank 


20. 	 Union Arab Bank for Development and 

Investment (Arab Investment Bank) 


Interviewee 


Samir El-Kasry 


Fawzi El-Shahed 


Hatem Sadek 


Thomas Ransom 


Aly Faidy 


Aly Dabbous 

Roger Crevier 

Salma Abbasi 


Henry Batchelder 

Giovanni Groppi 


Abdel Hamid Ka~odan 
Mohamed Bassal 


Farid Saad 


Goeffrey Clayton 


Thomas Flattery

M. ounir Sabry 


Farouk Serour 


Antoine Michael 


Fouad Sultan 


Al-Mootaz Mansour 


.Mahmoud Abdel Aziz 


Kazem Barakat 


Issa 	El-Ayouti 


Jean 	 de Boisgrollier 
Hesham El-Sheyati 


Zakaria T. Abdel Fattah 
Mohamed H. El-Adawi 


Wagih Shindy 


Hassan Faik 

Abdel Halim Amin 

Position
 

General Manaoer
 

Assistant General Manager
 

Manager
 

Vice 	President
 

Director and Joint
 
General Manager
 

Chairman
 
Managing Director
 
General Manager Credit
 
and Marketing
 

Vice President
 

Branch Manager
 

Chairman
 
General Manager, and
 
Accounts and Marketing

Head
 

Managing Director
 

Principal Manager
 

Vice 	President
 
Vice 	President and
 
Representative
 

Assistant Managing
 

Director
 

Credit Department Head
 

Chairman and Managing
 
Director
 

General Manager
 

General Manager
 

Deputy General Manager
 

Vice Chairmanand
 
Managing Director
 

General Manager
 

Deputy General Manager
 

Chairman
 
General Manager and
 
Managing Director
 

Chairman and Managing
 
Director
 
Advisor, Banking Sector
 
Manager, Foreign
 
Department.
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QUEST O,NA 1 RE
 

A. General 

1. To wbicb category (ies) of clients are the Bank's services 
most suitably directed? Kindly explain and enumerate when
ever appropriate.
 

2. With wlich category "Cies) of clients was the Bank most success
ful? Please rank them in descending order of success. 

3. What are the range of banking services offered by your Bank? 

a. 

b. 

C. 

d. 
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4. 	 1Wbat other banking services does tbe Institution plan to
 
introduce in the future?
 

.. 

b. 

C. 

d. 

5. 	 Wbicb aspects of your.Bank's services 
ferentiate them from those offered by 

a. 

b. 

C. 

d. 

distinguish and dif
other banks? 

6. 	 Wht, in. your %.,Luu, are _.ne guacellnes, measures or yard
sticks for assessing a bank's success in Egypt? Kindly enume
rate in descending orderCnumber of clientele, volume of depo
sits, total size of balance sheet, geographical coverage, range
of integrated banking services, profitability, etc...). 

7. 	 What, in your opinion, are the factors affecting the Bank's 
ability to attract different types of deposits? Kindly
 
enumerate in descending order of importance: (type of Bank's
 
clientele, diversity of services offered, Bank's branch loca
tion, interest rates, legal or 
governmental factors, etc...).
 

a. Demand Deposits
 

1.
 

2. 



4. 

5. 
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b..Time'and saving deposits: 

1. 

2. 

3; 

S. ]What are the factors affecting -the overall size of your Bank's 
short and term lending? Kindly. rank in descending order of 

.importance: 

a. Short Term Loar's and Facilities: 

:. 

2. 

3. 

4. 

b. Sediu and Long Term Loans and Facilities: 

1. 
2. 

3. 
4. 

fl. What are the typical kindrs of guarantees or collate~rala re
quired by tbe Bank in case of: 
a. Short term Toans and facilities 

1. 
2.
 

"3.
 

4. 
b. Idedium & long term loans: 

1. 

3. 
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B. LiouidjtvyanaF.Peient 

1. 
Does your Bank's targeted liquidity ratio exceeds the legal 
liquidity ratio?
 

:Z. 	What are the most important factors leading to the diffe
rence, if any, 	 between budgeted and legal ratios? 

3. 	 To what extent was your Bank's actual liquidity ratio dif
ferent from legal and/or budgeted ratios during the period
1978-2981? Please state the 	extent and enumerate the main 
factors behind such difference?
 

4. 	 What are :.the main and most frequent sources through which 
your Bank met deviations, if 	 any, in actual liquidity re
quirements from the budgeted ratios during 1978-1B81 (inter
bank borrowings, foreign lines of 	credit, etc...). 

C. 	Nature& Structure of Sources of Funds 

1. Deposits:
 

a. 	 Please state the development of deposits (demand & time)
in terms of volume and number of depositors during the 
period 1978-1981 (both in L-E. and foreign currencies). 
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b. 	What are the policies adopted, incentives and additional
 
services offered by your Bank in order to increase deposits'
 
volume, and/or extend their maturities? 
Kindly distinguish
 
whenever appropriate, with regard to kind of currency (L.E.
 

versus 
foreign currencies).
 

c. 	What are 
the most impo-tant category Cies) of your BankLS
 
depositors? Kindly enumerate in descending order of importance. 
1.
 

2. 

3.
 

4. 

2. 	 Other Sources ofFunds: 
What were the other main sources of funds available to your Bank 
during the period 1978-1981 (Inter-bank borrowings, foreign lines
 
of credit, raising of capital, issueing of funds, saving certifi
cates, etc...). 
 Kindly specify, whenever appropriate, specific
 
uses for WlicE different sources are 
allocated
 

I. 

3. 

4. 

5. 

6. 

3. 	 Factors Limiting the Growth.of Sources of Funds:* 

a. 	 What are the most important factors limiting growth of, your
Bank's deposits in terms of volume and length of maturity 

i) 	Economic Factors
 

http:Growth.of
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ii) 
lFactors due to Laws or Regulations:
 

iii) Other Factors Creligion, competitors, beliefs etc..).
 

b. Are their obstacles limiting the availability of other 
sources of funds? If so, please list. 

c. What are, in your. opinion, the means by vzhich. the environment 

could be more suitabLle for growing sources of funds? 

D. Risk Management 

L. What are the main characteristics of your BankLs risk manage
ment policy(business risk and maturity risk)? 
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2. What are the main guidelines for risk evaluation regarding
 
your Bank's direct investments and loans?
 

3. That are the legal constraints 

a. Bank's direct investments. 

affecting the volume of: 

b. Bank's term lending. 

4. What are the major economfc 

a. BankLs direct investment. 

factors influencing the volume of: 

b. Bankt s term lending
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5. 	 Are there any differences in risk management and evaluation 
between your Bank's investments and term lending? If so,
 
please list the main differences.
 

E. 	Loan Portfolio
 

I. 
Please list the development of the riatio of- term loans with 
respect -o total assets, total uses of %unds* • total deposits, etc.. 
1.1 	Egyptian Pound Loans Ratios to: 

Year 30/6 

1978 

31/12 .30/6 

1979 

31/12 30/6 

1980 

' 31/12 30/6 

1981 

31/12 

)tal Assets 

)tal Use.of Funds 

iort Term Faci-
Lties 

ivestments 

!posits: 

Demand 
Time 

)tal Deposits 

1.2. Foreign Currencies Loans Rati-os to: 
.....................
.. .............. 
 .... .... 

1q78 	 1979 1980 298130/6 .31/12 30/6 31/12 3Q/6 31/12 30/6 
 31/12
 

)tal Assets 

)tal Use of Funds 

iort Term Faci
.ties 

ivestments
 

!posits: 
Demand 

Time 
,tal Deposits
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2. Please indicate averages o'f loans anounts and relative
 

distribution according to loans' maturity and borrower's
 

legal status.
 

2.1 Averages according to maturities:
 

1978 


E. 	 Loans in L.E. 

Upto 1 year
 

1-5 years
 

More than 5 years 

b. 	Loans in Foreign
 

Currencies
 

Up to I year
 

1-5 years 

more than 5 years
 

1979 1980 1981
 

2:2: Relative distribution according to maturities:
 

a. 	Loans in L.E. 

*Up to 1 year 

1-5 years 

More than 5 years 

b. 	Loans in Foreign 

Currency -

Up to I year 

1-5 years 

More than 5 years
 

1978 1979 1980 1981
 

100% o100% 100% 1 O0% 

100% 100% 100% 100%
 

2.'3. Averages according to legal status:
 

1978 1979 1980 1981 
a. Loans in L.E.
 

- Gov. Authorities
 

- Public Sector
 

- Private Sector
 

Joint Stc. Cos..
 

Partnerships
 

Individual Estbl.
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- Others 1978 1979 1980 9 81 

b. Loans in T.Curr. 

- Gov.Autbor. 

- Public Sector 

- Priv. ] Joint 
Sectors: 

Joint Stc. Cos. 

Partnerships 
Individual Estbl. 

4 Relative distribution according to'lega.l.status: 

1978 1979 1980 
E. Loans in 1.E. 

2981 

- Gov. Author. 

Public Sector 

- Priv.& Joint 
Sectors: 

Joint Stc. Cos. 

Partnerships 

Individual Estbl 

100% 100% 100% 100% 

b. Loans in T. Curr. 

- Gov. Author. 

- Public Sector 

- Priv.&Joint 
Sectors: 

Joint Stc. Cos. 

Partnerships 

Indvidual Estbl, 

1978 1979 1980 1981 

100% 100% 100% 100% 
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F. Loan Characteristics 

1. Kindly indicate tbe main cbar'cteristice of Term Leuding
 
to projects!enterprises of different kinds of activities:
 

Kind of Activity aturity I Grace Period jCeiling of Debt)Ceiling of Loan i 
Equity Ratios amount/Bank's*j; Sbare" 

From To 7,-roD o E:. F.Ourt. 

Agriculture:
 
Direct loans
 
Syndicated Loans 

Industrial 
Direct loans 
Syndicated loans 

Commercial 
Direct loans 
Syndicated loans 

Touristic
 
Direct loans
 
Syndicated loazs 

Others 
Direct loans 
Syndicated loans 

2. How do the above mentioned-conditions apply differently to 
borrowers of different legal status? 

2.1.Governmental Authorities:
 

2.2.Public Sector Companies 

2.3.Private & Joint Venture Sector
 

- Joint Stock 

- Partnerships
 

- Individual enterprises 

* In case of Syndicated Loans 

-11
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3. 	Kinds of guarantees and collaterals, their evaluation and
 
their loanable ratios:
 

3.2. Accepted guarantees and other requirements:
 

Mortgage.
Borrower 
 Other Gual Un- Comparative
Rea2 tFoWnds de Inventory rantees ISecured Balances 

7EF-tate lConmerce Scrd Blue
 

Gov. Authorities
 

Public Secto-

Private & Joint 
Sector: 

- Joint Stock Cos. I 
- Partnerships 

- Others 

3.2. Evaluation i Loanable Ratios: 

Real Machinery a Inventory Others 
" Estt Equipment 

Purchase Value
 

Book Value 

Varket Value
 
(Bank's Expert 
Evaluation) 

boanable Ratios 

3.3. Does the evaluated" value include the following items:
 

Transport Expenses 
 Customs 
Installation Expenses Legal Fees 

3.4. Do the interest rates differentiate according to kinds
 
of activity? or borrowers' legal status? If yes, kindly
 

specify. 
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3.5. 	 Do fees and expenses differentiate according to 
kind of activity or borrower's )egal status? If
 
yes, kindly specify.
 

3.6. 	 Do interest rates, fees and expenses differentiate
 
in case of syndicated loans? 
 If so, please specify.
 

4. "Fhat, in your opinion, are 
the main factors limiting the
 
growth of Term Lending volume (lack of studied projects, 
men-sufficiency of guarantees, general economic environ
znent, laws and regulations, etc...). Kindly enumerate in 
decreasing order of importance.
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Balance Sheet
 

Of Banking Sector
 

As of December 31 
 (LE Million)
 

Item 1978 1979 1980 1981 

ASSETS 

Gold - - 0.1 0.1 
Cash 103.0 132.9 171.1 231.4 
Cheques for Collection 131.3 157.8 136.0 201.3 
Securities Portfolio 534.5 613.5 715.7 778.7 
BilIs D5 un 18.0 31.5 34.7 35.1 
Deposits with CBE 430.2 696.2 1,160.4 2,165.6 
Due from Specialized Banks 65.2 137.4 119.0 303.3 
Due from Other banks: 

- In Egypt 356.0 582.1 899.4 1,495.4 
- Abroad 2,107.6 2,284.1 3,150.8 3,191.5 

Loans and Advances 4,104.4 4,972.6 7,510.0 9,505.3 
Investments in Fixed Assets 21.8 32.0 51.0 83.7 
Other Assets 567.0 581.3 813.0 1,310.1 

TOTAL ASSETS 8,439.0 10,221.3 14,763.0 19,301.5 

LIABILITIES 

Capital 147.1 222.4 309.4 388.8 
Issued Bonds 8.9 8.8 8.6 3.5 
Reserves 97.8 133.7 222.4 260.3 
Provisions 245.3 307.3 479.0 646.7 
Due to CBE 1,759.4 1,206.0 1,859.5 501.9 
Borrowings from CBE - - -

Due to Other Banks: 

- In Egypt 459.7 704.7 1,099.9 1,834.9 
- Abroad 770.6 923.2 1,661.1 2,416.4 

Deposits 4,304.7 5,821.4 7,830.1 10,949.3 
Profits Before Distribution 2.3 3.5 - -
Cheques due for Payment 48.1 58.6 81.5 135.2 
Other Liabilities 595.1 831.7 1,211.5 2,072.6 
Long Term Loans - - - 91.9 

TOTAL LIABILITIES 8,439.0 10,221.3 14,763.0 19,301.5 
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The Banking Sector Breakdown of Deposits
 
As )fDecember 31.
 

(L.E. million)
 

Year 1978 1979 1980 1981
 
FC Total LC FC Total LC FC Total
Sector LC FC Total LC 


1. Government Deposits
 

- Demand Deposits 116 
 II 127 148 22 170 177 10 187 246 14 260
 

3 66 70 8 78 94 11 105 147 12 159
 - Time and Saving'Deposits 63 
18 60 54 17 71 48 75 123 56 12 68 - Earmarked Deposits 42 

47 319 319 96 415 449 38 487
Sub Total 221 32 253 27? 


2. Public Sector*:
 

413 234 641 772 286 1,058 944 405 1,349 1.167 148 1.315
 - Demand Deposits 
323 130 453 592 137 729 993 230 1,223
- Time and Saving Deposits 235 53 288 

578 358 337 695
 
- Earmarked Deposits 247 3.6 593 292 342 634 336 242 


1,528 1.387 758 2.145 1.872 784 2.656 2.S]8 715

Sub Total 895 633 


3. Private Sector"k:
 
lJ22 1,028 348 1,37u 1,295 457 1,752
 

- Demand Deposits 718 293 1,011 835 287 
2,367 2,234 4.601
 

- Ti ie and Saving Deposits 693 366 1.059 988 760 1.748 1,450 1.339 2.789 
209 127 200 327 233 370 603
 

- Earmarked Deposits 63 83 146 74 135 

1.897 1.182 3.079 2,605 1.687 4.492 3.895 3,061 6.556

Sub Total 1.474 742 2,216 


4. Others:
 
40
93 48 21 69 52 10 62 31 9 


- Demhand Deposits 61 32 

96 158 35 131 166
 

- Time and Saving Deposits 124 84 208 101 101 202 62 

2 7 7 1 -8
 

- Earmarked Deposits 4 2 44 4 8 5 

73 141 ?14189 118 307 153 126 279 119 108 227
Sub tuta! 


Total Deposits:
 
1,8j 616 2,419 2,201 773 2,974 2.739 628 3,367
 

- Total Demand Deposits 1,308 570 1,878 

999 2,481 2.198 1,583 3,781 3.542 2,607 6,149
 

- Total and Saving Deposits 1.115 506 1,621 1.462
Tit.i: 
 1.035 654 720 1,374
498 922 516 519 

- Total Earmarked Deposits 356 449 805 424 


2,113 5,822 4,915 2,675 7,790 6,935 3,95 lO,(J

Grand Total 2.779 1,525 4,304 3,709 


Public Sector includes Public Business Sector and Financial Interm diaries
 

Private Sector includes Private Business and Household Sector (Individuals, non-profit organization ond foreign institutions working in Egypt).
 
-

N.B. LC means Local Currency (Egyptian Pound) - FC means Foreign Currency equivalent in Egyptian pound.
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By Category of Banks 

As of December 31. (L.E. million) 

Year .1979 1980 1961 
Category of Banks LC FC Total LC FC Total LC FC Total LC FC Total 

1. Public Sector Commercial Banks: 

Demand Deposits 
Time and Savings Deposits 
Earmarked Deposits 

1,137 
1,021 

337 

430 
159 
380 

1,567 
1.180 

717 

1.537 
1,314 

392 

448 
467 
365 

1,985 
1,781 

757 

1,842 
1,807 

451 

591 
736 
327 

2,433 
2,543 

778 

2,149 
2.576 

515 

389 
1,141 

391 

2.538 
3,717 

906 
Total 1 2,495 969 3,464 3,243 1,280 4,523 4.100 1.654 5.754 5,240 1,921 7.161 

I. Joint Venture and Private Commercial Banks:. 
Demand Deposits 
Time and Savings Deposits 
Earmarked Deposits 

66 
75 
9 

59 
78 
40 

125 
153 
49 

123 
125 
24 

80 
173 
73 

203 
298 
97 

197 
333 
53 

93 
350 
125 

290 
683 
178 

387 
831 
117 

149 
863 
19? 

536 
1.694 

314 
Total 11 150 177 327 272 326 598 583 568 1,151 1.335 1.209 2,544 

Ill. Business and Investment Banks: 

Demand Deposits 
Time and Savings Deposits 
Earmarked Deposits 

1 
2 
5 

19 
58 
6 

20 
60 
11 

4 
7 
2 

18 
101 
10 

22 
108 
12 

8 
10 
2 

29 
179 
21 

37 
189 
23 

12 
49 
7 

22 
207 
36 

34 
256 
43 

Total III 8 83 91 13 129 142 .20. 229 249 68 265 333 

IV. Branches of Foreign Banks: 
Demand Deposits 
Time and Savings Deposits 
Eannarked Deposits 

-

-

60 
207 
23 

60 
207 
2 

-
-
-

61 
258 
48 

61 
258 
48 

-

-

60 
318 
43 

60 
318 
43 

-
-

-

68 
396 
93 

68 
396 
93 

Total IV - 290 290 - 367 367 - 421 421 - 557 557 

V. Development Industrial Bank: 

Demand Deposits 
Time and Sayings Deposits 
Earmarked Deposits 

12 
1 
3 

-
-. 

-

12 

3 

1 
1 
4 

-

-
. 

1 
1 
4 

2 
1 
5 

-

-1 

-

2 

5. 

2 
1 
9 

-
-
1 

2 
1 
10 

Total V 16 - 16 6 - 6 8 - 8 12 1 13 

VI. Other Specialized Banks: 

Demand Deposits 
Time and Savings Deposits 
Earmarked Deposits 

92 
16 
2 

2 
4 
-

94 
20 

2 

122 
33 

3 

-
-

2 

122 
33 
5 

152 
47 

4 

-
1 
2 

152 
48 
6 

189 
85 
5 

-
1 
1 

189 
86 
6 

Tc'al VI 110 .6 116 158 2 160 203 3 206 279 2 281 
Deposits of Total Banking Sector 2,779 1,525 4,304 3,692 2,104 5.796 4,914 2,875 7,789- 6.934 3,955 10,889 

Total 

Total 

Demand Deposits 

Time and Saving Deposits 

1,308 

1,115 

570 

50G 

1,878 

1,621 

1,787 

1.480 

607 

999 

2,394 

2,479 

2.201 

2.198 

773 

1,584 

2,974 

3,782 

2,739 

3,542 

628 

2,608 

3,367 

6,150 
Total Earmarked Deposits 356 449 805 425 498 923 515 518 1.033 653 719 1.372 

N.B. LC means Local Currency (Egyptian pound). 
FC means Foreign Currency equivalent in Egyptian pound. 



:The Banking Sector
 

Breakdown of Loans and Advances
 

To the Private Business Sector
 

As ofeecember 31 (L.E. 1Kill 

Year 1978 1979 1980 1981 

Activity LC FC Total LC FC Total LC FC Total LC FC Tc 

I. Agriculture 

- One year maturity 

- More than one year 

Total Agriculture 

72.2 

14.4 

86.6 

_ 

-

72.2 

14.4 

86.6 

62.7 

20.5 

83.2 

1.1 

3.2 

4.3 

63.8 

23.7 

87.5 

.94.4 

23.8 

118.2 

3.2 

4.3 

7.5 

97.6 

28.1 

125.7 

195.7 

83.2 

278.9 

.20.7 

4.6 

25.3 

21 

.E 

3C 

I. Industry 

- One year maturity 

- More than one year 

Total Industry 

192.0 

25.8 

217.8 

27.9 

24.1 

52.0 

219.9 

49.9 

269.8 

275.8 

48.7 

324.5 

53.7 

28.3 

82.0 

329.5 

77.0 

406.5 

402.8 

86.7 

489.5 

196.3 

38.4 

234.7 

599.1 

125.1 

724.2 

720.0 

133.1 

853.1 

239.0 

69.0 

308.0 

95 

2C 

1,16 

I1. Commerce 

- One year maturity 

- More than one year 

Total Commerce 

136.8 

4.1 

140.9 

116.5 

7.5 

124.0 

253.3 

11.6 

264.9 

257.1 

8.6 

.265.7 

243.8 

19.1 

262.9 

500.9 

27.7 

528.6 

471.3 

15.7 

487.0 

373.6 

27.6 

401.2 

844.9 

43.3 

888.2 

1,055.9 

19.1 

1,075.0 

835.5 

52.0 

887.5 

1.89 

7 

1.96 

IV. Services 

- One year maturity 

- More than one year 

Total Services 

29.7 

15.6 

45.3 

14.5 

5.6 

20.1 

44.2 

21.2 

65.4 

62.6 

37.1 

99.7 

28.1 

13.1 

41.2 

90.7 

50.2 

140.9 

116.5 

57.2 

172.7 

72.0 

25.8 

97.8 

188.5 

83.0 

271.5 

342.4 

109.7 

452.1 

180.4 

60.1 

240.5 

52 

16 

69 

A. All Activities 

- Total one year maturity 

- Total more than one year 

Total (A) 

430.7 

59.9 

490.6 

158.9 

37.2 

196.1 

. 589.6 

97.1 

686.7 

658.2 

114.9 

773.1 

326.7 

63.7 

390.4 

984.9 

178.6 

1,163.5 

1,085.0 

183.4 

1,268.4 

645.1 

96.1 

741.2 

1,730.1 

279.5 

2,009.5 

2,314.0 

345.1 

2,659.1 

1,275.6 

185.7 

1,461.3 

3.58 

53 

4,12 

B. Loans and Advances to the 

Public Business Sector 

- One year maturity 

- More than one year 

Total (B) 

1,746.6 

30.9 

1,777.5 

15.2 

13.2 

28.4 

1,761.8 

44.1 

1,805.9 

1,876.4 

86.3 

1,962.7 

27.3 

81.4 

108.7 

1,903.7 

167.7 

2,071.4 

2,592.0 

148.3 

2,740.3 

41.0 

12.2 

53.2 

2,633.0 

160.5 

2,793.5 

3,577.1 

286.8 

3,863.9 

21.8 

17.5 

39.3 

3.59 

3 

- 3gd 

C. Total A and 8 2,268.1 224.5 2,J92.6 2,735.8 499.1 3,234.9 4,008.7 794.4 4,803.1 6,523.0 1,500.6 8.02 

0. A/C % 22 87 38 28 78 36 32 93 42 41 97. 5 
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Breakdown of Loans and Advances
 

Extended to the Private Business by Category.of Banks
 
As of Oecein6er 31 

(L.E. Million) 

Year 

Category of Banks 

I. Public Sector Commercial Banks 
- One year maturity 

- More than one year 

Total 1 

LC 

303 

6 

309 

1978 

FC 

15 

9 

24 

Total 

318 

15 

333 

LC 

445 

23 

468 

1979 

FC 

36 

2 

38 

Total 

481 

25 

506 

LC 

722 

37 

759 

1980 

FC 

116 

4 

120 

Total 

838 

41 

879 

LC 

1,402 

71 

1,473 

1981 

FC 

192 

__ 

197 

Toti 

1,5! 

_ 

1.6; 

If. Joint Venture and Private 
Commercial Banks 

- One year maturity 

- More than one year 

Total 11 

50 

g 

59 

30 

5 

35 

80 

14 

94 

146 

21 

167 

115 

9 

124 

261 

30 

291 

254 

40 

294 

242 

13 

255 

496 

53 

549 

737 

53 

790 

638 

36 

674 

1.3; 

E 

1,46 

Ill. Business and Investment Banks 
- One year maturity 

- More than one year 

Total Ill 

1 

1 

24 

99 

33 

25 

9 

34 

6 

3 

9 

50 

21 

71 

56 

24 

80 

13 

5 

1 

96 

27 

123 

109 

32 

141 

25 

9 

34 

130 

43 

173 

15 

5 

20 

IV. Branches of Foreign Banks 
- One year maturity 

- More than one year 

Total IV 

-

-

89 

6 

95 

89 

6 

95 -

125 

11 

136 

125 

11 

136 

-

-

192 

19 

211 

192 

19 

211 

-

-

-

314 

47 

361 

31 

4 

36 

V. Development Industrial 
- One year maturity 

- More than one year 

Total V 

Bank 
8 

__ 

27 

-

8 

8 

8 

27 

35 

10 

32 

42 

-

20 

20 

10 

52 

62 

17 

53 

70 

-

34 

34 

17 

87 

104 

35 

76 

111 

-

53 

53 

3! 

12' 

VI. Other Specialized Banks 
One year maturity 

-More than one year 

Total VI 

70 

26 

96 

-

-

-

70 

26 

96 

51 

37 

88 

-

-

51 

37 

88 

78 

49 

127 

-

-

78 

49 

127 

116 

136 

252 -

i-11 

13f 

25; 

Total Banking Sector 
- One year maturity 

- More than one year 

Grand Total 

432 

60 

492 

158 

37' 

195 

590 

97 

687 
mm 

658 

116 

774 
mz mmmmm 

326 

63 

389 

984 

179 

1,163m 

1,084 

184 

1,268m . m 

646 

97 

743 

1,730 

281 

2,011 

2.315 

345 

2.660 

1,274 

184 

1,468 

,"58 

5&5 

4.11 I 

-~- -



Balance Sheet
 
Of the Banking System 
 Exhibit V
 

As of December 31 

tpm Year 1977 1978 1979 1980 1981 

sets 

3old 40.9 73.1 73.1 71.9 542.6 
.ash 
'heques for Collection 

99.0 
-

116.8 
131.1 

153.3 
157.5 

187.8 
136.1 

265.4 
-

;ecurities Portfolio 

ills Discounted 

)eposits with CBE 

2,223.7 

-

242.7 

2,920.0 

13.3 

415.6 

4,236.6 

29.5 

681.2 

4,756.6 

18.9 

1,113.6 

6,647.1 

34.1 

1,934.4 
)ue from SpecializedBanks 

230.4 252.0 327.0 617.2 
)ue from other banks 

- In Egypt 

- Abroad 

oans and Advances 

nves. , in Fixed Assets 
ther Assets 

1,876.0(1) 

1,690.7 

3,365.2(2) 

-

595.5(3) 

1,902.5 

1,991.9 

5,636.4 

14.1 

566.3 

1,600.8 

2,228.5 

6,263.4 

22.6 

531.4 

2;375.0 

3,330.8 

8,664.9 

37.6 

857.4 

1,302.8 

3,207.6 

10,966.7 

60.2 

1,648.3 

Total Assets 10,133.7 14,011.5 16,229.9 21,877.6 27,226.4 

abilities 
3sued Banknote 

ipital 

;sued Bonds 

!serves 

•ovisions 

re to CBE 

1,817.0 

. 52.3 

12.5 

72.4 

225.7 

1,630.7 

2,269.0 

88.2 

8.9 

111.1 

370.2 

1,758.9 

2,779.0 

142.7 

8.8 

153.5 

448.0 

1,198.1 

3,557.0 

214.0 

8.6 

244.0 

575.8 

1,830.6 

4,518.0 

273.9 

3.5 

292.6 

794.8 

392.1 
e to Other Banks 
- In Egypt 

- Abroad 

posits 

eques due for payment 

her Liabilities 

352.6 

2,421.3 

3,034.5 

-

514.7( 4 ) 

511.9 

4,258.6 

4,031.1 

47.9 

555.7 

1,104.7 

4,117.3 

5,451.1 

62.3 

764.4 

1,886.0 

4,728.4 

7,573.7 

81.6 

1,177.9 

3,449.8 

4,883.7 

10,586.9 

-

2,031.1 



Exhibit YI
Banking System 


kAmLft.AflJ tPQ1I 

As of Deceruber 31. (L,E. illions) 

1981
1979 1980 .
Year1978 


FC Total
 
LC FC Total LC FC Total LC FC Total LC 


Item 


1. Goverrment Deposits: 

- Cemand Deposits 157.4 10.8 168.2 172.9 21.7 -.194.6 270.4 10.9 281.3 355.3 18.9 374.2
 

16.7 94.3 10.7 105.0 146.3 U.9 158.2
 
- Time and Savings beposits 63.1 2.9 66.0 69.3 7.4 


47.9 243.3 291.2 56.2 329.1 395.3
 - Earmarked Deposits 42.5 77.0 119.5 54.0 74.4 128.4 

Sub-Total 263.0 90.7 353.7 296.2 103.5 39b,7 412.6 264.9 677.1 577.u 359.9 917.7
 

2. Public Sector:* 

- Demand Deposits 412.9 232.7 645.6 771.7 283.9 1,055.6 1.047.2 401.7 1,448.9 1,235.9 142.4 1,378.3 

- Timeand Savings eposits 234.1 39.3 273.4 323,2 100.2 423.4 587.7 105.0 692.7 977.2 190.5 1,167.7 

- Earmarked Deposits 246.0 345.9 591.9 293.0 340.1 633.1 336.1 241.2 577.3 357.9 336.5 694.4 

Sub-Total 893.0 617.9 1,510.9 1,387.9 724.2 2,112.1 1,971.0 747.9 2,718.9 2,571.0 669.4 3.240.4 

*
 
.
3. Private Sector:
 

- Demand Deposits 719.1 223.1 942.2 833.7 217.6 1,051.3 1,025.6 290.5 1,316.1 1,290.9 374.8 1,665.7 

- Time ana Savings ieposits 692.4 167.8 860.2 980.8 500.1 1,480.9 1.444.2 938.7 2,382.9 2,334.3 1,742.2 4,076.5
 

114.8 71.5 80.7 152.2 124.5 136.2 260.7 225.9 240.4 466.3
- Earmirked Deposits 58.4 56.4 


.1351.1 2,357.4 6,2018.5
SubTTotal 1,469.9 447.3 1,917.2 1,u86.0 79d.4 2,684.4 .2,594.3 1,365.4 3,959.7 


4. Others:
 

- Demand Deposits 65.7 24.4 90.1 49.9 6.0 " 111.9 53.6 7.9 61.5 32 6.1 33.1 

- Time and Savings Deposits 123.6 31.5 155.1 101.0 34.b 135.8 62.0 86.3 148.3 35.4 63.6 99.0 

6.8 5.2 2.3 1.5 6.9 10.9 17.8
- Earmarked Deposits 3.7. 0.2 3.9 4.2 2.6 

Sub-Total 193.0 56.1 249.1 1.5.1 99.4 254.5 120.8 96.5 Z11.3 74.3 0.6 154.9
 

1,725.5 5,450.7 5,098.7 2,474.7 7,573.4 7,054.2 3,457.3 10.521.S
Total Oeposits 2,818.9 1,212.0 4,030.9 3.725.2 


- total Demand Deposits 1,355.1 491.0 1,846.1 1.828.2 585.2 2.413.4 2,396.8 711.0 3,07.8 2,914.1 542.2 3,456.3 

- Total Time & Savings Deposits 1,113.2 241.5 1,354.7 1,474.3 642.5 2,116.8 2,188.2 1,140.7 3,328.9 3,493.2 2,008.2 5,501.4 

- Total Earmarked Deposits 350.6 479.5 830.1 427.7 497,8 920.5 513.7 623.0 1,136.7 646.9 916.9. 1,563.8 

Public Sector Includes Public Business Sector and Financial Inten iediaries. N.C. LC means local currency (Egyptian pound) - FC means foreign currency equivalent 

Private Sector includes Private Business Sector and Household Sector (Individuals, in Egyptian pound. 

non-profit organlzatiuns and foreig.- institutions operating in rpypt. 



____ ____ ___ __ 

Loans and Advances 
 Exhibit VII
 
Extended to the private Business Sector

2ythe Banki Systm
 

1 AS of Decenber 31. 	 (L.E. Thousands) 

Sector of Activities 	 1979 1980 1981
 

LC FC Total LC FC Total 
 LC FC Totl LC FC Tot4l
 

I. Agriculture
 
- One year maturity 12288 25 72,313 62,589 978 63,567 
 93,391 2.646 96.037 194,182 13,396 207.578 
- Mcre than one year 14,359 - 14,3b9 20,338 3,162 23,500 23,344 4,148 27.492 81.916 3.596 85,572
 

Total Agriculture 86,647 
 -5 ______ _____
25 86,612 82,927 4,140 8.067 116.135 6,794 I11.529 256.18- 16,992 293.150
 

2. InauScry
 
- One year mturity 191.995 15,683 201,678 215,402 29.052 304,454 400.381 147.019 54;,460 
 716.794 186,725 903,519 
- .are than one year 25.762 14.728 40.490 41,716 16.825 64.541 83.176 27.f40 110.816 131.546 52,859 154.405


Total Industry 211.757 30.411 
 -	 45,77
i'dlb' 33,l1d 368,995 4d3,655 174,719 6CiUZ6 d48.340 
 236,584 1.087,924
 

3.CoTyr.erce 
- One year maturity 136,080 23,799 159.879 252,498 102.601 354,105 463,291 163.715 627.006 1,043.781 471.447 1,515.228
 
- ?mrc than one year 4.050 1,831 881 7,248 3,526 10,774 14.610 
 6,112 20,722 16,883 9,926 26.809
 

Total Cooaerce 140,130 25.630 .750 259.746 105.133 
 36S,09' 471,601 1q6,d21 97?d 1,o0,L4 'dl,33 1,542,037
 

4. 	 Services 
- One year mturity 29,579 5,961 35,540 61,981 18,624 80,605 114,521 44,029 158,550 334.68o 157,942 492,628 
- Hore thin one year 15.760 5.594 21.354 37.020 8.061 45,081 57.241 13,152 70.393 105.481 27.354 132,835


Total Services 4,339 11,555 
 .6,894 99.001 26,685 125,686 171,762 tilw ?ed,943 440,167 
 16,256 62,463
 

A. All Activities 
- local one year maturity 429,942 45,468 475,410 652,470 151,261 803,731 1,071,584 351,460 1.429,053 2.289,443 829.510 3,118,553
- Total acre than one year 59.931 22.153 82'084 112.322 31,574 143.896 178.371 51,052 229,423 335.886 93,735 429.621 

Total A 4a9,811 67,621 557.494 7u4,792 182,835 947.o27 1.249,9b5 408,521 1.668.476 2.625.329 i3.245 3.4,5174 

E-T,d d-6-PbT Sector
 
- Oe year maturity 1.746.577 12.174 1,75o.751 !,67,082 12.407 1.888..89 
 2.590,982 30.409 2,621.391 3.569.214 
 95.363 .,664.567 
- tre tEnn one year 30,865 1J.134 13r,999 96,325 203,833 2JO,158 148,371 263.695 412.066 226,383 323.553 549.936 

Total 8 1,271.442 120,308 1,891,150 
 1.962,407 216,240 2,17 .47 2.139.353 294,104 3,033,457 3.795.597 ;18.5-
 4.214.503
 
C. Iotal A and 8 2.267.315 187'929 2,455,244 2,727,199 -399.075 3,Z6,274 3.Y69,308 102.625 4.G9193 6,42025 
 13 51 763.0?7
 

U. ;/C___ 
 36 23 28 
 46 30 i 58 
 35 41 .69 46
 

I*.ludes: non public sector joint-stock companies, limited liabilities, partnerships. 
 N.9. IC gTeans.ocal c.rrency (Egyptian pound) - means foreign currency equ'valent
cooperatives And individuals enterprises. n gyptian pound. 



EXHIBIT VIII
 

BALANCE SHEET 
OF COMMERCIAL BANKS* 

As of December 31 
(L.E. Million) 

Item 1978 1979 1980 1981 

Assets 
Gold - - 0.1 0.1 
Cash 89.9 121.9 160.0 219.4 
Cheques for Collection 131.1 157.5 136.1 200.7 
Securities Portfolio 516.6 585.9 673.7 750.3 

\Bills Discounted 13.2 29.5 18.9 34.1 
Deposits with CBE 415.5 681.2 1,109.0 1,931.2 
Due form Specialized Banks 65.2 135.9 118.8 303.3 
Due from Other Banks: 

In Egypt 
- Abroad 

242.6 
1,608.2 

404.6 
1,721.4 

576.4 
2,418.8 

941.0 
2,313.1 

Loans and Advances 3,688,8 4,397.2 6,609.7 8,025.4 
Investment. in Fixed Assets 9.1 16.5 30.5 52.5 
Other Assets 244.5 219.5 459.3 705.6 

TOTAL ASSETS 7,024.7 8,.471.1 12,311.3 15,476.7 

LIABILITIES 
Capital 54.5 90.0 144.2 192.0 
Reserves 85.6 116.0 194.5 219.0 
Provisions 194.7 255.7 416.7 562.2 
Due to CBE 1,588.9 1,078.2 1,622.5 82.8 
Borrowings from CBE - - - -

Due to Other Banks: 
- In Egypt 
- Abroad 

195.0 
635.0 

363.1 
739.4 

591.5 
1,350.5 

1,071.9 
1,730.9 

Deposits 3,792.0 5,120.7 6,905.5 9,705.5 
Cheques due for Payment 47.6 57.2 81.5 135.2 
Other Liabilities 431.4 650.8 1,004.4 1,685.3 
Long Term Loans - - - 91.9 

TOTAL LIABILITIES 7,024.7 8,471.1 12,311.3 15,476.7 

*Includes Public Sector, as well 
as Joint Venture and Private Sector
 
Commercial banks established under Law 43 of 1974.
 



All Cua re:r:ial Banks 

6*eakdoGwj of DEPosIts. 
E~hibit 1 

As of Leceniber 31. (L.E Thpu ,d1 

Yer17 979 198.0 1931 

LC FC Total LC FC Total LC FC Total LC FC Total 

1. Gover"..nt Deposits 
- Ctiand Deposits 59,859 9.126 68.985 1 66,094 21'639 87.733 111.931 10.323 122,254 154.359 14.463 ICL,822 
- Timensio avo.15. Deposits &Z,3.0 2,321 64.681 69,12a 7.206 76.329 92,900 10.336 103,286 141.217 11.355 152.512 
- £aared 1Xvpiits 4229 17,631 992 5390 7151,1 47.912 7.669 12,8 SE ,J18? -1 8, 

Sub-Tota 164,510 29,078 193.588 189,177 46.000 235.177 252.743 95,37d 348.121 J . L5 37.713 d9.471 

2. P.lic Sector:, 
- Demand Deposits 412,335 232.660 644.995 771,193 283,891 1,055.084 938,612 901.udi 1,340.255 1,162.655 142,J94 I,3 6.249 
- Timera S..v".ys Ucpoiits 225.556 39.276 264.83Z2 310.053 100.164 410.237 583.823 105.044 6E6.667 J71.479 IC.473 1,161.9:2 
- rErjrx ed Deposits 245.L, j,2 591191 292,94 339,944 632.920 336.079 241.193 5 356 154iI3 -,I37? 

Sub-Total 883,750 617,268 1.50iOlb 1.374.230 724.019 2,098.249 1.858.514 747,920 L.604,434 2.493,173 669.410 3,162.583 

1. Prlvate Sector:

- Cernd Deposits 680,646 2M3,0L0 903,716 714,506 2I5,154 99u,4b0 935,954 2u5,JUi 1,2.I.0 3U lcl;6,'J3 314,012 1,561.245 
- TitrAand Savings Oeposits 6b6,25E 167,610 854.068 960,251 CJ.,03 l.460,2Ld 1,403.041 938.237 2.341.2u0 2,25s.950 1.742.154 4.001.134 
- Earmarkcd Deposits 56.477 110,565 65,321 80.689 146,010 117.436 135.964 253.40G ?2- 2 .26 4L:. 

Sub-Total 1,420. 447.367 1,ood.35 1,800.078 796,680 Z,596,15d 2.456.4J4 1.341.077 3,79e.blu J.LbUio9 2. 16,052 6.016.e41 

4. Others: 
- DeXrand DepoSits 50,546 24.454 75.000 47,822 6.460 54,282 52.374 6.639 59,013 35,926 5,874 36,500 
- Time a,,dSavings Ucposits 122.109 27.991 150,100 100,562 3.,012 1%2.594 61.975 32,253 94.228 J5.432 t3.18 96.30D 
- [fradrked Deposlts 3, 91_ 202 3,90 3.212 484 3,696 2.935 233 3.168 3.-0 28 _ 3.492 

Sub-Tocal 176.353 52.647 229.000 .151616 38.956 191..22l1,2.J4 39.125 156.409 L9.u12 6U.v0 l.92 

lutal ZAsts2,C40,05 1,14L.360 i9A..5us 3.515.101 1.605,b55 5.120,756 4.684,974 2.222.500 6.905.47 6.571:,32 3.130.155 9.705.;e7 

-Tctal UeiAnO UepoSIts 1.203,386 'i9,3kU 1.69?.106 1,659,615 521.344 2.1k ,,3 2.033,801 6j.b2l 2.23,.3i 2.535.773 537,43 3.01J.116 
- 4tallT: & SavlnyO U0its 1,0O6.263 237,398 1.333681 1,440,09 3t,.43i 2. 79,448 e.139.741 1.0a).920 3. z .buI 3.40I.12t 2.004.530 5.411.558 
Total L[riwred Deposlts 345.936 419,642 765i;/8 415,407 43U,872 853,749 506,362 452,059 956,421 632.431 5j7.9J2 1.22.. 13 

Public ScLur Incluoes Public Business Sector and Financial Intermediaries 
Private Sector includes Frivate 6usiness Sector and fiousetold Sector (inJividuals, 

fon-prohit cA-tanizaion$ Ind foreign institutions operating in Egypt. 
U.b. LC a ans local currency (Egyptian pound) - FC means foreign currency equivalent In Egytian pound. 



Commercial Banks Exhibit IX b 
Breakdown of Deposits (L.E. Million) 

Year 1978 1979 1 - 1980 1981 
March June September December March June September December March June September December M 

1. Gov. "eposits 
1.Current Account 
2. Time Deposits 

63.9 

56.9 

6.1.8 

62.9 

61.2 

69.2 

60.7 

86.5 

59.1 

83.6 

67.2 

90.1 

46.8 

8).2 

45.1 

99.5 

56.1 

108.8 

80.7 

116.6 

139.5 

123.3 

142.9 

113.6 

173.7 

127.3 

102.5 

132.2 

170.4 

138.0 

115.5 

142.7 

II.Semi-Gy. Deposits 
1. Current Account 

2. Time Deposits 

88.2 

78.2 

163.2 

60.4 

87.0 

70.9 

99.9 

100.3 

125.9 

115.9 

209.9 

120.4.: 

255 

126.3 

242.0 

168.7 

625.8 

150.4 

450.1 

193.8 

459.7 

194.4 

328.0 

212.7 

479.6 

213.3 

175.9 

405.9 

355.Z 

281.1 

404.8 

368.7 

fli.Other Current Account 
1. Free 

2. Earmarked 

880.4 

92.9 

101.8 

101.9 

998.6 

115.8 

1024.6 

130.6 

1141.8 

138.6 

1235.6 

165.0 

1169.5 

208.4 

1327.2 

220.9 

1380.8 

191.7 

1518.7 

254.1 

1520.8 

325.5 

1523.4 

327.5 
1S04.4 

310.4 
1698.3 

293.0 
1817.7 

330.1 
1976.0 

366.2 

IV. Free Deposits 
One month maturity 

1-3 months maturlty 
3-6 ' 

6-12 " 1 

191.4 

98.5 

65.9 

125.5 

197.6 

79.6 

65.4 

146.1 

181.6 

67.8 

78.9 

124.7 

557.9 
1?7.2 

88.2 

83.8 

117.4 

205.8 

103.5 

83.2 

128.5 

7A4.5 
234.6 

105.9 

97.6 

131.7 

813.2 
271.7 

124.2 

122.5 

195.5 

259 

135.1 

140.8 

208.9 

209.3 

189.2 

100.5 

222.4 

292.3 

174.0 
134.6 

262.2 

329.6 

203.4 

148.4 

221.5 

333.2 

210.6 

197.4 

358.5 

391.4 

268.1 

226.4 

293.3 

1a4.8 

314.9 

300.0 

494.7 
More tnan one Year 

maturity 1.6 1.6 49.0 61.3 157.0 213.5 274.8 296.0 35'9.3 398.6 507.7 470.2 699.2 605.3 
V. Earmarked Time 4.0 3.7 5.1 6.1 11.1 24.1 25.8 20.0 24.3 29.7 30.2 34.0 31.0 40.8 43.7 42.3 

Deposits 
Vi. Saving Deposits 351.0 378.0 402.7 430.1 443.5 468.0 484.7 529.8 552.1 598.5 638.5 689.3 732.7 797.2 826.0 906.5 

Vll. Other Deposits 48.5 46.0 40.5 44.1 41.0 46.6 44.4 48.7 40.5 47.5 57.5 49.8 62.5 58.8 73.3 41.3 

/Ill. Forein Currency 

tS. 

572.0 603.4 659.1 746.5 856.6 1029,0 1133.5 1216,0 1392.1 1649.2 1747.5 1834.5 1998.2 23220 2263 3
2739.6 

2718.9 2096.4 3045.5 3287.6 3695.1. 4200.4 4364.9 4731.1 5518.3 5978.7 6317.6 6517.4 7043.7 7596.5 8176.9 9303.3 

Includes Public Sector as well as Joint Venture and Private Sector Commercial Bar.ki 
established under Law 43 of 1974. 



Loans and Advances Exhibit X a
 

Extended to Private business Secor"
 
by Conmer !al Banks* 

(L.E. Thousands) 

SLCIo-r of Activities 
LC 

December 1978 

FC Total LC 

December 1979 

1" Total LC 

December 1980 

FC Total LC 

December 1981 

FC Tota 

1. Agriculture 

- One year maturity 

- Marc tnan oni year 

Total Agricwlture 

3.102 

437 

3.539 

25 

--

25 

3.127 

___w 

3.56 4 

11.844 

1 4 

13.208 

978 

.JL 

989 

12.822 

75 

14,197 

15.114 

..112 

16.239 

2.646 

127 

2.173 

17.760 

1,25Z 

19.012 

79.294 

7 

82.051 

13.396 

-

13.396 

92.690 

2,757 

95.447 

[2. Injustry 
- One year maturity 

- More than one year 

Total Industry 

184.891 

10.375 

195.266 

15.683 

9,219 

24,902 

200.574 

19,594 

220,168 

267.733 

2,933 

295,716 

29.052 

5,135 

?4.187 

296.765 

'J3.113 

329.903 

384.252 

42,006 

426.258 

147.079 

6.217 

153.296 

531,331 

48.223 

579.554 

686.308 

763.819 

186,725 

1.99]7i..4? 

206.692 

873.033 

970.511 

3. Conrce 

- One year maturity 

- More thaO, one year 

Total Commerce 

135.835 

2.875 

138.710 

23,799 

1A. 
?5.629 

159,634 

4,765 

164.339 

?52,195 

S-839 

258.034 

102,607 

.IS 

106.133 

354.02 

9,365 

364.167 

462.836 

13.031" 

475.867 

163.715 

6,112 

169.827 

626.551 

19,143 

645.694 

1.043.210 

.5,177 

1.058.387 

471.447 

9,926 

481.373 

1.514,657 

'S 103 

1.539.760 

4. Services 
- One year maturity 

- More than one year 

Total Services 

28.903 

904 

29.807 

5.961 

3.024 

8.985 

34.64 

3.928 

38.792 

59.550 

8.621 

68.171 

18.624 

2,732 
21.356 

78.174 

11.53 

89,527 

113,544 

20,630 

.34.174 

44.029 

4,33 

48.360 

157.573 

_.L.. 

182.534 

329.849 

L.9._.9576 

358,425 

157.941 

11019 

168.960 

467.790 

39,55 

527.385 

A. .11 Activities 

- Total one year maturity 352.731 

- Total wore than one year 14.591 

Grand Total 367,322 

U. to.nj and Adyapces 174ttnded 

t tne FPolic usiness Secro, 

- One year maturity 1,74i.950 
-ore than one year _ 2 6 

45,468 

14.073 

59.541 

12.174 
5 060 

398,199 

28.664 

4Z6.863 

1,758.1?4 
7d78 

591.322 

43307 

635.129 

1.87.4b/
2.6 

151,261 

11404 

162.665 

12,40/ 
3 

742.583 

55.211 

79l.794 

1,837.d74 
27.842 

9?5.74v 

76,792 

1.052.538 

2,5E8.678 
28.352 

. 

6, 

374.256 

30.409 
26 

- -. 

93.579 

1.426.794 

2.619.Ud7 
28378 

139.661 

1 

2.262,b682 

3.565.u02 
26J57 

. 829,509 

.Q14M12 
870.421 

95,353
L 

2.568,170 

.164.933 
3.133.103 

3,660.985 
.1_90..27J. 

Total (a} 1,748,618 11,234 1.765.852 1,903.079 12.637 1.916,716 2.617,030 30.435 2,647,465 3.5?1.769 96.943 3.683,732 

C. 1otal A and 8 

D.A /C 1 

2 1ll5L.84 

17.4 

76.775 

77.6 

L1I1U5 

19.5 

2 5e? 

25.0 

175 302 

92.8 

2713.510 

29.4 

366ji6" 

2t.7 

jkj.M1 

92.4 

Ll2A.21a 

35.0 

5.854,471 

38.6 

, 97,364 

90.0 

6 21j 

45.9 

I1ncluues non-Public Sector JuInt Stock Companies, Limited Liabilities, partnerships. Cooperatives dnd proprietorships. 
- I - .. . .- -. ... .... pn-,wrrcI1 banks established unda Law 43 of 19?4. 



--

Brebtdown of 

Loans and Advancp! of Connarclas Banks * Exhibit X b
 

By 14aturity I Type of Security
 .. (L.E. 14ll ions)
 

Year 
 1978 
 1919 
 1930 1981"M arch June September Cecenbe March June "Spte:barveceiiwr Mrch June September December March June Septer:ber December 

1. Gne Year lIaturity:
 

1. Secured by cotton 
 87.0 77.0 73.0 132.0 132.8 95.4 93.5 172.6 124.3 119.2 216.6 
 i75.0 131.3 131.3 378.31
 
2. Secured by other agricultural 2.2 10.3 11.0 10.0 6.0 16.1 10.3 4.2 10.8 9.9 8.0 6.9 16.5 22.2 14.5
 

crops.
3. Secured by other goods 179.2 .182,0 
 106.4 204.6 208.0 209.2 235.4 298.1 344.1 344.2 375.4 464.0 515.3 629.5 82P.8
 
4. Secured by shares & bonds 1.4 1.5 0.1 
 1.1 1.0 1.5 2.2 
 1.8 6.1 2.0 2.0 3.2 2.9 12.0 3.2
 
S. Secured by gold 0.8 0.8 0.7 0.1 0.8 7 0.9 
 j.4 1.6 1.8. 2.7 5.5 11.2 13.0 20 O
 
6. Secured by real estate mortrig, 2.0 2.6 2.3 3.0 2.6 2.8 2.8 
 4.4 8.5 5.4 6.5 10.3 19.5 18.5 22.0
 
7. Secured by bills 26.2 28.0 31.3 3.5 
 41.0 53.8 6.6 
 . i04.7 113.4 146.0 193.2 275.1 329.8 394.7 
8. Secured by contracts 8.4 
 9.6 9.6 10.0 9.0 12.0 12.4 1S.6 23.6 23.0 
 28.7 39.6 39.6 - 60.0 53.5 
9. Other corporeal securities 188.3 206.4 162.0 185.0
214.4 221.0 310.0 270.4 294.0 351.4 
 308.3 403.0 584.7
480.4 726.4
 

10. Withoutin-kind securities
 

a) Personal guarantee 236,.0 237.8 291.1 293
283.0 314.0 33).0 368.8 417.0 445.3 
 518.4 576.0 759.3
629.0 e12.9
 
b) Non-Guarantee 2,519.0 2,652.0 2,26 
 2,695.0 3,102 3,344.0 3,123.0 3,650.0 3,488.0 3,989.0 4,675,0 1,722.0 4,727. 5,208.7 4458.0
 

Total One Year Maturity 3,250.5 
 3,408.0 3,053.5 3,585.7 3,981.2 4,271.5 4,127.1 4,876.0 4,512.7 5,404.6 6,287.6 
6,598.7 6,247.8 7,769.0 7,712.3
 

11. More than Year Haturity
 

1. Secured by real estate mortgag 1.8 0.01 0.0 0.0 0.0 2.1 
 2.4 14.6 13.1 31A.1 
 37.3 35.0 37.6 42.3 52.0
 
2. Other securities 16.4 18.7 20.9 33.0 
 55.0 51.6 62.3 80.3 
 91.0 88.3 97.0 104.0 "104.4 123.1 150.5
 
3. lion-Guaranteed 
 - 2.1 -

Total more than one year 
 18.2 111.71 23.0 33.0 55.0 53.7 64.7 
 94.9 104.1 119.4 134.3 139.0 142.0 i55.4 20?.5
 

Grand Total 3,268.7 3,426.7 3,076.5 3,6187. 4,036.2 4,325.2 4,191.8 4,970.9 
4,616.8 5,524.9 6,421.9 6,737.7 6,989.8 7,934.4 7,914.8
 

Percentage more than one year/

Total loans 0.6 0.5 0.7 0.9 1.4 1.7 1.5 1.9 
 2.1 2.1 2.1 2.0 2.0 2.1 2.6
 

Includes Puolic Sector as well as 
Joint Venture and Private Sector Comrmrcial Banks
 
established under Law 43 of 1974.
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,,Ju 
 [Juiuoo 19.< ,n.< Deemer arch Sup,,,, b<,,derU-ich Juno S .....l liibe,.lULJ~arch Juneer Oecenikr Uearc. Dmr'nr . IIic, r.. * I II 

I' 

CaIh 73 69 7 . I 112 104 122 148 119 )so 140 195 

-&,c.rity 
III ll u D/ 

rtfollo 
u oncol LOi 

453 

3 

25 

509 
12 

95 

5471 
14 

118 

569 
3 

140 

576 
29 

118 

603 
4 . 

108 

648 
2 

109 

657 
18 J 

87 

613 
33 

141 

677 
12 

1 
; 

127 

692
14 

123 

2 

wihME 

.- • -
377 375 

56 

63: 

10 

626 

14. 

587, 

116 

1051 

136 . 

946 

152 ! 

830 

97 146 

9G 

210 I 

1077 

258 1 

J261 

236 

III Egypt 
- Abroad 

lo~ns L AdvaDCC 

lnvtIErLfl inio, .d 

Other A.se tu 
.L s33175 

293 

1235 

3041 
-

344 

. 

155 

1424 

3538 

235 

226 

1,97 

4146. 

273 

250 

1377 

400 5 t 

313 

j 
58 

1453 

4015 

200 

1 
261 

1679 

'3464 

262 

278 

187? 

3690 

1625 

295 

1833 

4331 

5 
1963 

250 
1 1672 

4606 

65 
2041 

384 

1851 

4967 

1356 

,O 

1475 

5435 

5 
1716 

405 

1320 

6279 

6 

577 

T'E 2L1 Asas I 5822 6519 767? 7503 7494 7689 944G 10369 10551 10701 11437 1114 

L id-liLies I 

C.p18 

Hsurvus 

u to C1C77
U o fro 

C inLE 

77 

186 

1544 

18 

84 

194 

1589 

" 

22 I 

a] 

'ruvi.joau251 

1734 

2d" 

110 

250 

1506-

28 

110 

249 

1C77 

[4 40 

150 

340 
45 1 

40 

150 

382 
56 

1347 

174 

393 
68 

1554 

I 
44 

174 

392 
41 

1432 

44 

174 

390 
75 

1138 

44 

175 

4?9 
73 

12)2 

44 

174 
4S9 
LI 

Lu. tO Other Llank
- II &YPL 

- .hroud 

DcP0%its 

. 94 

294 
3142 

136 

593 
3464 

165 

699 

171. 
627 , 

200 

67d 

251 
669 

5515 

246 

865 
5650 

296 
1163 
5754 

304 

1007 
6036 

343 

1088 
6494 

358 
1116 
668 

346 

139t 
7161 

Qc_ EWfor P rn 
CjLr.Lr LIIbillliua 

-L.Lin" Tori, Loans 
46 

40 
401 

--

* 

"44 
529 

52 
570 

54 

575 
71 

608 

66 

646 

72 

851 

66 

1055 

73 

882 

79 

1077 
80 

11; 

1259 
S2 

Tu Eal Liabilitiu 58U2. 6519 7677 7503 7494 7689 9448 10369 10551 10701 11437 11143 



Exhibit XII
 
Public Sector Coninercial Banks 


Breakdown of DepositsAs of Uecember 31. 

_ _ _ _ _ _ _ _ L.E . T h o u s a n d s ) 

.Sec tor 

Year 1978 1979 1980 1981 

LC FC TOTAL LC FC TOTAL LC FC TOTAL LC FC TOTAL 

1. Goiern~ent Deposits: 
- Demand deposits 

- Time and Sayings Deposits 

Earmarked Deposits 
Sub-Total 

.59.859 

62,360 

42,291 

164.510 

9.126 

2,321 

17,1 

29,078 

68.985 

64.681 

5 

193.588 

65,604 

67.833 

53,960 

187,397 

2.560 

6,971 

16,677 

45,208 

87.164 

74,804 

7064,624 

M2,6O5 

11.376 

8d,896 

245.896 

10.278 

9,582 

94,529 

121.654 

98.478 

120,293 

340,421 

151,055 

123.160 

56,167 

330,382 

18.370 

10,329 

8 

36,584 

165.425 

133,489 

366,966 

2. Public Sector;' 
- Demand Deposits 

- Time and Savings Deposits 

- Earmarked Deposits 

Sub-Total 

386,258 

204 280 

241.192 

831,730 

222,721 

21.328 

325,827 

569.876 

608,979 

225,608 

567,019 

1.401,603 

728.353 

270,490 

282,74 

1.281,592 

265,885 

68.650 

297,165 

631.700 

994,z38 

339.140 

579,914 

1.913,292 

890,278 

459.688 

320,30 

1.670,273 

384,169 

63,806 

186,815 

634.790 

1.274,447 

523.494 

S07.122 

2.30 ,0 3 

1.081,134 

700.163 

347,044 

2,123.341 

128.394 

115,277 

291,680 

535.351 

1,209,528 

815.440 

638724 

2,663.692 

3. Private Sector:' 
- Derand Deposits 

- Time and Savings Deposits 

- Earmarked Deposits 

Sub-Total 

640,325 

662.349 

49,709 

1.352.383 

173,669 

110.475 

36.297 

320.441 

813.994 

772,824 

86,006 

1,672.824 

695.835 

915,591 

51.620 

1.6b3,046 

154,461 

364.268 

51185 

569.914 

850,296 i 788,197 

1.279,859 1,236,492 

10,805 82,857 

2.232,960 Z.107.46 

191.158 

643,287 

6 

859,816 

975,355 

1.879,779 

148,228 

3,007,362 

886,108 

1.743.485 

109,374 

2.738.967 

240,884 

984.125 

86.941 

1,312,010 

1.126.992 

2,727,670 

196,315 

4.050,977 

4. Others: 
Demand Deposits 

-Time and Savings Deposits 

- Earmarked Deposits 

Sub-Total 

50.527 

92,109 

3,647 

146,283 

24.323 

25,178 

29 

49.530 

74,850 

117,287 

3.676 

195,813 

47,082 

60,582 

3 

110.876 

6,001 

26,548 

484 

33.033 

53,083 

87,130 

3.696 

14J,YUY 

, 52,116 

21,573 

2,874 

76.bb3 

5,220 

19,511 

189 

24.YzO 

57.336 

41.084 

3,063 

101.-u3 

30.655 

8.912 

3.093 

Q.hDO 

4,985 

31.615 

261 

36.bl 

35.640 

40,527 

79.il1 

Total D0posits 2,494,906 968,925 3,463,831 3,242,911 1,279,855 4,522,766 4.100,278 1,654,055 5,754,333 5,240,340 1,920,806 7,161,146 
Total Demand Deposits 1.136,969 

Total Tise & Savings Deposits1.021,098 

Total Earmarked Deposits 336,839 

429,839 

159,302 

379,784 

1.566,808 

1,180,400 

716,623 

1.536,874 

1,314,496 

391.541 

447,907 

466,J37 

365,511 

1,984,781 

1,780.933 

757,052 

1,841,967 

1,806,649 

451,662 

590,825 

736,186 

327,044 

2,432,792 

2,542,835 

778,706 

2,148.952 

2,575,720 

515,668 

388,633 

1,141,406 

390,767 

2.537,535 

3,717,126 

906,435 

* Public Sector Includes Public Business Sector and Financial Intermediaries 
Private Sectn 
 includes Private Business Sector and Household Sector (IndividuPs. ncn.
profit Organizations and foreign Institutions operatina In Egypt.
 

U1.2.LC means local currency (Egyptian pound) - FC means 
foreign currency equivalent in Egyptian pound.
 



Loans & ,ovances Extended to Exhibit XIII
 

Private Bysinessby Public Sector
 

Sector of Activities 

LC 

December 31. 

FC 

1978 

Total lC 

Commnercial Banks 

December 31-.179 

FC Total L 

December 31. 

FC 

1980 

Total LC 

( L.E. Thousands) 

December 31. 1951 

FC Total 

1. ;Sriculture: 

- One year maturity 

Mare than one year 

Total Agriculture 

2.641 

437 

3.078 

1 
-

1 

2.642 

43.. 

3.079 

9.656 

1.316 

10.972 

-

9,656 

10.9)2 

13,508 

921 

14.429 

13.508 

921 

14,419 

65.996 

_ 785 

6.71 -

65,596 

1.7e5 

67.7di 

I.iruustry; 

- One year maturity 

- More than one year 

Total Industry 

168.913 

2,658 

171,571 

8,655. 

7,781 

16.436 

177.560 

10.439 

188.001 

237.164 

11.689 

248.853 

, 4,026 

1,998 

6,024 

241,190 

13.687 

i4,677 

326,961 

201937 

347.8 

23,365 

4.115 

27.480 

350,326 

25,052 

375.378 

543,800 

45.270 

589.070 

566804 

3.149 

59.953 

600,604 

4R,.1 

649,023 

Ill. Co.--.rce 

- Cne year iriturity 

- More than one year 

Total CcGerce 

109.702 

2.5j6 

112,238 

3.122 

796 

3.918 

112.824 

3,332 

116.156 

154.929 

1.789 

156.718 

24,210 

24.210 

179.139 

1.7E9 

180.928 

304,906 

4.524 

309.430 

24.390 

-

24,390 

329.296 

4.524 

333.d20 

604.788 

5.440 

610.228 

49.C63 

49.063 

653.U51 

5,4(0 

659.2i1 

IV. Services 
- Ore year miturity 

- Xore tnan one year 

Total Services 

Z1.884 

4 

21,888 

3.994 

470 

4,464 

25.878 

474 

26,352 

4'2 

8.-u 

51.653 

8.106 

8.106 

51.619 

8.140 

59.759 

76.345 

10.826 

87.171 

67.889 

-

67.,id 

144.234 

10.826 

155.060 

186.970 

18.083 

205.053 

86.028 

1.546 

87.574 

272.5958 

19.625 

292.627 

A. All Activities 

- Total one year " turity 

- Total more than one year 

Grand Total (A) 

303.140 

5.6L5 

08.775 

15.772 

9.047 

24.819 

318.912 

14.682 

333,594 

445,262 

22.934 

46oj96 

36,342 

1.998 

38,340 

481.604 

24,932 

506,536 

721.720 

37.20a 

758 28 

115,714 

4J115 

119,u59 

83),464 

41.323 

878,787 

1.401.554 

70.578 

1.472.132 

191,895 

4.69 

156,590 

1.593.449 

75.273 

1.668,722 

B. Loans & Advances Extended to 
*ne'Pub1TcEsmess Sector 

- Ore year atprity 

- M.crethan one year 

Total Putolic Sector 

1.740.361 

2.18 

1.742.549 

9.010 

3.928 

12,938 

1.749.371 

6.116 

1,755.4u7 

1.846.313 

27.202 

1.873.515 

9.956 

-

9.956 

1.856,269 

27,202 

1.d83,471 

2,520.921 

21.168 

2,549.089 

22.928 

-

22. 28 

2.543.849 

28.16d 

2.572.017 

3.445.178 

25.659 

3.470.837 

69.565 

-

69.565 

3.514.743 

25.659 

3.5:0.41 

C. Total A ana L Z. 1,324 37,757 2.0a9.081 2.339.711 48.296 2,390,007 3.308.017 142.787 3.450,04 A.942.969 -266.155 5.209.124 

0. All eCtgrs/lotal A & B 15.1 65.7 16.0 20.0 79.4 21.2 22.9 83.9 25.5 9.a 73.9 32.0 

1l.8.LC a.ans local currency (Egyptian pound) - FC means foreign currency equivalent in Egyptian pound.
 



Balance Sheet of Exhibit XIV 

Joint Venture'ano Private Ccnmerci|1 Banks. (L.E. Millions) 

Y_. .. -_I-Q.In __,.__ _ ' - . 

S'I l-rh June...-..- September 

I 
10ecee)er 

I 
mlarch1 

I I 

June 

dI 

ISepetemarI DecenoerI..-
I 6 

IUarch I Ua0 Septe berDecember I arch6 

f' 
iJune ISept-roerr l&ecertEr+ 

Cash 1 1 1 1 I 4 5 5 13 14 12 15 24 ; 24 20 
O-.cks for Collection 6 10 13 1 17 23 23 27 28 , 43 $9 73 

3cu'itylortrolio5 5 8 89 ID1 13 14 16 18 20 25 37 
Bills Dlacountud 
Dv-tu v.1th GH: 

1 
33 

p~slt 

1 
22 

sih2 

i 

3I 
1 

38 
3 I 

1 
41 
41I 

43' 50 94 
I172 

3 
122 

2 

131I" 1 
197 
229 

7 
183 
3700 

13 
20 'I 

10 
338 670 

Due from Specialized
Banks 9 

' 
6 

. : 
20 

I 
2 67 

Cue froa cther banks: I ' 350 : 

- Ir Egypt 28 421 571 8 125 12e 146 I18n. 210 281 i 334 350 i 53 
- Abroad 107 118I 168 185 210 216 268 " 408 490 585 587 670 748 I 993 
Loans & Advaoces 70 67 105 151 274 341 382 509 612 72S 851 l 09e 1422 1746 
lnvutt.nts in e ixed I 10 21!25 

s 1 2 2 6 8 10 14 21 21 25 26 30 36 47 
Othor ,A,*i:.tu 10 

I ___ 

13 
_ _ _ 

21 
__ _ 

12 
_ I. 

31 45 20 69 96 s0 
I 

103 196 " 315 I2; 

Total Asuots 254 291 398 506 720 822 977 1380 . 1639 1941 J 2194 2672 3 00 4328 

Liabilities 

Capi ta l. 10 13 18 36 .44 47 62 '75 95 100 106 123. 127 146 
Reserves 1 1 2 2 3 4 6 20 20 20 22 35 35 ,

provisions 3 4 7 16 18 24 28 42 45 63 
Due to C1E 3 1 13 16 22 
borrowings from I , 

Due to Othur Diank i 
- In Lgyp. 30 31 39 59 112 135 163 227 239 295 315 30. SOS 726 
- Abroad 3 5 17 42 21 37 61 85 104 187 17Z 227 250 i32 
Deposits 194 218 2C7 328 470 508 598 822 966 1151 1313 1530 1921 2E44 
Occs De for Pas-runt 8 4 4 3 7 10 10 17 15 16 21 
Other Liabtlttes 15 22 34 30 60 83 75 128 187 154 221 319 465 426 

Total Liabilities 254 291 398 506 7A 822 977 1380 1639 1941 2194 2672 3400 432 



ErhibiE XV
 

Joint Venture and Private Comnercial Banks
 

BreaLdown ofloeposits 

As of Decimber 31. (L.E. Thousand) 

Year 1978 1979 1980 1981 

-cr LC FC TOTAL LC FC Total . LC C Total LC FC Total 

1. Gcvernment Deposits: 

- Oerand Deposits .. 490 79 569 554 44 598 3.304 93 "3.39 
- litfeand Savings Deposits - .l1,290 235 1.525 4.004 804 4,808 18.057 1.026 19.083 
- Earmarked Deposits - - 47bi 478 2.288 2,233 15 10 ?1 

.wL-Tota| - - . 1.780 792 2.572 6.846 546 7.694 21.376 1.129 22.505 

2. Public Sector:* 

- (LitrAnd Depo cs 26.077 9,939 36,016 42.840 18.006 60,846 48.334 17.513 65.847 82,721 14.000 96.721 
- Tineand Savings Deposits 21.276 17.94U 39,224 39.563 31.534 71.097 122.135 41,238 163,373 271.316 75.196 346.512 
- far.arked Deposits 4.667 19,505 24i72 10,235 42.779 53.014 15.772 54.378 70.150 10.795 44.03 '55.655 

Syb-ToEal 52.020 47.392 99.412 92.638 9Z.319. 1W4,W97 1W6.241 113.12 v.370 364.832 134.059 498.E9] 

3. Private Sector:'

- CLnund Deposits 40.321 49.411 89.732 78.671 61.492 140,163 147,757 74.718 222.475 300,524 133,728 434.252 
- Tliadno Savii. s beposits 23.909 57.335 81.244 44.660 135.768 180.428 166.550 294.949 461.499 515.466 757.999 1.273.465 
- Earmarked Deposits 4,379 20,180 24,559 13,701 29.504 43.205 34.579 70.597 105,172 105.833 152.315 ?E1.143 

£uO-Tocal 68.609 126,926 195,535 137.0.2 Z28.7b4 3 *7 6 34.8odo 440.6L J9.146 921,823 1.044.042 1.965.e65 

4. Otners:!I 

- Demandt)posits 

- Time 411dSavings Ueposits 

19 

30.000 

131 

2.813 

150 

32,013 

740 

40.000 

459 

5,464 

1.199 

45.464 

. 

j 
258 

40,402 

1.419 

12.742 

1.677 

53.144 

271 

26.570 

889 

29.203 

1.160 

55.773 
- Eara4rkcd Deposits 51 173 224 - -_._7.1_. - 61 44 105 121 27 148 

Sub-Tot-l 30.070 3.117 33.187 40,740 5,9e3 46.663 40.721 14,2ua, 54.916 z6.t, 30,119 57.oai 

TotL. bpoilLs 150.699 177.435 328,134 272.190 325.798 59.988 552.694 558.442 1.151.136 1.334.993 1.209.349 2.544.342 

- Total Demand Deposits 66.417 59.481 125,898 122.741 80.036 202.777 196.903 93.694 290,597 386.820 148.710 535.530 
- total Time I Savings Deposits 25.185 78.096 153,281 125.513 173.001 298.514 333.091 349,733 682.824 831,409 863.424 1,694.833 
- Total [arnsrked Deposits 9.097 39.858 48,955 23,936 12.761 96.697 52,700 125.015 177,715 . 116,764 197.215 313.979 

* Public Sector Includes Public Business Sector iod Financial Intarmdiaries. 

Private Sector includes Private Business Sactor and Househola Sector (Individuals,
,.n-srnilt (.rosnl74e1jQfj5 and frreion Ilnstitutior,soperating In Egypt, 



Loans and Advan(es to Private Business* 
 Exhibit XVI
 
extended by ,o'nt Venture and Private
 

Corw.ciiel Banks (L.E. Thou-ancs) 

Sector of Activities 
LC of 

December 31. 1970 

Total LC 

Decemter3], 

FC 

1979 

Total 

December 31, 190 

LC' FF Total LC 

Decenmber 3, 

FC 

1,IM. 

Total 

I. Agriculture: 

- One year maturlty 

- More than one year 

Total Agriculture 

461 

461 

24 

24 

405 

-"" 

485 

2,188 

48 

2.236 

978 

1" 

989 

. 

3,166 

59 . 

3,225 

1,606 

204 

1,803 

2,646 

1 

2,77J 

4,25Z 

331 

4,5a3 

13.298 

972 

14.27U 

13,396 

-

13.396 

26,694 

972 

27.666 

II. Industry: 

- Cne year maturity 

- H re thin one year 

Total Industry 

IS,978 

7,717 

23,695 

7,028 

1,438 

8,466 

23,006 

9.155 

32,161 

30,569 

i 

46,863 

25,026 

. _ ] 

2d,163 

55,595 
]2,A 3I 

75,026 

57.291 
2 . 0P9 

78,360 

66,614 
. 

68,716 

- 123,905 
__ I 

147,076 

: 
142,508 
.1 

p74,749 

129,921 
._D 

146,739 

272.429 

321,463 

Ill. Corne rce: 
- One year maturity 

- Hare than one year 

Total Coernerce 

26.133 

339 

26,472 

20,677 

),034 

:1,711 

46,810 

1,373 

48,183 

97,266 

4,050 

101,316 

78,397 

3526 

81,923 

175.663 

7,576 

183,239 

157.930 

8,507 

16,437 

139,325 

6,112 

145,437 

297.255 

14,619 

311,874 

438,422 

9,737 

.148,159 

422.354 

9,926 

432,310 

860,806 

19.663 

683,469 

IV. Services 

- One year maturity 

- Hore than one year 

Total Services 

7,019 

900 

7,919 

1,967 

2,554 

4,521 

8,986 

3,454 

12,440 

16,037 

481 

16,518 

10,518 

2,732 

13,Z50 

26,555 

3,213 

29,768 

37,199 

9,804 

47,003 

33,140 

4,331 

37,471 

70,339 

.14,135 

4474 

I. 
142,879 

10,493 

;53,372 

71,913 

9,473 

81,3d6 

214,792 

1 

234,75a 

A) .l Sectors 
Total one year maturity 

- Total more than one year 

Grand Total 

49,591 

8.956 

58,547 

29,696 

5,026 

34,722" 

79,287 

13,982 

93,269 

146,060 

20,873 

166,933 

114,919 

9,406 

124,325 

260,979 

30,279 

291,258 

254.026 

39,584 

293,610 

241,725 

12,672 

254,397 

495,751 

52,256 

548,007 

737,107 

53,443 

?90,550 

637,614 

36.217 

673,831 

1,374.721 

89,660 

1,464,5d] 

) Loans ard AdvanceS Extended to 

treP-u ic 6usiness Sector 

C) 

O) 

- One year maturity 

- ore tn~n one year 

To ta1 Pub lic Sec to r 

Total 6 

,II erors/Ttal A and 8 

16.065 

480 

16 ,545 

75,092 

78.0 

3,164 

. 1,132 

4 ,2 96 

39 0!8 

89.0 

19,229 

1,612 

20 ,8 4 1 

i 

81.7 

29,154 

410 

2 9 54 

J 

85.0 

2,451 

?10 

2 ,6 1 

177 fl6 

97.9 

31,605 

40 

. ?.24 

3 

90.0 

67,757 

_ 184 

6 ,91 

1 

81.k 

7,481 

7.5 0 

.__ 

97.1 

75,238 

7 .448 

62.455 

87.9 

120,454 

.2_498 

j 20 ,95 

9 

66.7 

25,788 

5 

7j 3j) 

701. 

96.1 

146,24? 

2 4 

] 30 

1.612.71 

90.8 

.1 

h.b. LC means local currency (Egyptian pound) - FC means foreign currency equivalent In Egyptian pound.
 
o Inclu~s Non-Public Sector Joint Stock Companies, Limited Liabilities, Partnerships, Ccoperatives and Proprieterships.
 



Balnce Sheet of Exhibit XVII 

Business and Investment Banks (L.. iios). 

Year 1978 1900 1981 

IHMarch June 5eptember December March June September December Harch June September December W4rch June September" Decem' 

C.:jIU 

E:sn 0.8 1.2 1.1 1.4 1.4 1.4 2.1 1.7 2.6 1.8 3.4 3.1 6.5 2.2 

Ct.Lques for Collection 

5c. Portfolio 8.2 10,3 10.6 12.7 14.1 18.6 21.7 28.7 30.6 32.0 33.7 33.8 16.3 17.0 

ills Uiscountud 3.1. 3.7 3.4 2.8 0.4 0.0 0.4 2.2 0.5 

p. with CBE - - 0.3 0.2 0.4 0.1 2.8 7.3 8.1 12.6 23.2 34.8 55.3 

vi f,'czspecialized 

Enxs 1.5 0.6 2.6 2.5 0.3 

O:w from other 04nks 

- In Egypt 14.7 23.4 23.2 34.0 51.3 65.2 73.6 89.5 97.3 128.7 146.9 119.2 112.0 112.5 

- 112.6 170.9 120.7 146.4 145.7 185.4 148.0 154.0 138.0 211.5 .171.7 203.1 125.2 224.4 

LO-, L Advances 22.5 48.2 58.1 70.1 87.8 99.4 113.3 129.4 136.1 175.0 181.1 232.0 259.5 333.6 

Ir.vst. in FieJ Assets 1.2 1.6 1.7 1.7 1.9 1.8 1.9 1.9 2.2 2.7 2.7 2.8 3.2 6.6 

OI.Lr Assti 3.2 7.0 6.6 19.4 14.6 11.3 11.2 17.9 24.9 14.0 33.1 57.7 81.3 34.7 

lotq1Assets 166.30 266.3 -25.4 288.8 317.4 385.0 372.7 428.5 441.9 576.3 585.2 674.9 69.3 892.3 

L sa risties: 

Capital 2 7.0 40.7. 31.5 40.7 45.9 49.6 50.4 50.4 65.7 67.4 77.9 77.9 77.9 83.5 

Rscrve. 1.2 2.3 2.7 2.7 4.2 4.2 4.2 7.9 9.3 7.9 9.3 12.5 12.7 16.0 

Provisions 0.8 1.5 1.7 2.2 2.3 2.8 4.0 5.2 5.4 6.2 7.5 8.1 8.9 11.8 

06e to CBE 11.1 49.2 55.2 77.8 

azrrtwings from CBE 

J.- Eo Otner Banks 

- In [gjpc 40.0 72.4 58.6 62.6 71.2 77.3 71.1 87.3 105.2 130.1 133.3 133.8 113.1 170.3 

- ALro d 17.5 50.5 32.5 32.1 47.6 87.3 50.5 42.5 27.6 78.2 36.9 50.9 63.2 137.5 

76.0 90.6 89.9 123.8 125.7 142.0 164.3 187.0 194.6 248.8 259.0 277.0 266.6 327.21 

Chcques d~e for painent 

OUU.er Liabilities 2.8 8.3 8.5 24.i 20.5 21.8 28.2 48.2 34.1 37.? 50.2 65.5 91.7 67.9 

Trtal Litilitifs i66.3 266.3 225.4 288.8 317.4 385.0 372.7 428.5 441.9 576.3 585.2 674.9 689.3 892. 



Exhibit xM:Ii
 
BusineSs and lnv!stment Canks
 

Orakdow.n of Deposits 

:As of Uecenier 31. 

---.r 1978 979 1980 1981 

SectorLC FCYTor1 Total LIC FC Total LC FC Total 

1. cvernmtr.z _epctits: 

- Demand Deposits 

- Time and Savings Deposits 

- Earriarked Deposits 

SuD-Total 

2 

100 

138 

35 

-
173 

140 

135 

-
275 

65 

107 

-
Il 

113 

i14 

-
357 

178 

351 

.-

159 

482 

15 

52 

423 

109 
5240 

211 

905 

1Z 

.. Public Sector:* 
- ernand Deposits 

- TinmeanC Savings Deposits 

Earmaried Nposit: 
Sub-Total 

- -

1.148 
l,118 

596 

12,C38 

-

12,644 

596 

12.048 

1,140 

13,792 

702 

-

13 

-71 

2,159 

23,230 

409 

25,79d 

2,a61 

23,230 

422 

26,_8 

3,757 

2, 8 

.... 

6,575 

3,044 

28.036 

31OdO 

6.801 

30,854 

37.655 

3.083 

16,150 

9,233 

4,133 

14.357 

2,29 

41.284 

7.216 

SI,001 

2.Z94 

60,51 

3. Private Sector:'-

Demand Ceposits 

Iir7Qand Savings Deposits 
- Eanrarked Otposits 

Sub-Total 

586 

1,877 
3,984 

6,447 

18,334 

46,399 
5,599 

70,332 

18.920 

48.276 
9,583 

76,179 

1,684 

6,914 
!,980 

12,578 

lb,444 

77,728 
9,369. 

102,561 

19,172 

84,642 
11,369 

1|5,139 

4.282 

6.520 
2,423 

13,225 

26,193 

150.591 
20,621 

197,405 

30.475 

157,111 
23,044 

210,630 

8,423 

32.612 
7,109 

43,144 

18.378 

171.730 
27,529 

217.63? 

26,E8I 

204,342 
34,638 

265,761 

4. Othtr.: 
- C-vnnd Deposits 

- Tire and Savings Depbsits 
- Earmarked Deposits 

Sub-Iotal 

-
........ 

_ 

: 

-

-

--

. 

-

. 

- --

Total Deposits 7.,595 82,976 90,571 13,395 128,532 141,927 19,972 278,842 248,814 68,033 ?59,505 327.53E 

- Tctal Dem*.'d Deposits 

- Total Ti)teL ;avlngs Deposits 

- Total Earmarked Deposits 

586 

1,877 

5,132 

18.930 

58,447 

5.599 

19.516 

60,324 

10.731 

4,388 

',C4 

1,993 

17,741 

100.993 

9,798 

22,129 

108.007 

11,91 

8,106 

9,445 

2.423 

29,350 

178,871 

20,621 

37,454 

183,316 

23,044 

11,665 

49,244 

7.124 

22,563 

207.010 

20,932 

34.223 

256,254 

37,056 

* Public bector includes Public Business Sector and Financial Intermediaries. 
Privatt Sector includes Private Business Sector and iouschold Sector (Ipdilviduels,
non-profit Instititions and foreign institutions operating in Egypt, 

N.8. LC means local currency (Egyptian pound) - Fi neans foreign currency equivalent
in Egyptian pound. 



-- 

Loans and Advanced to Private Business*
 

Extended by Business and Investment Banks
 
As of December 31 
 (L.E. Thousands)
 

Sector of Activities 
 1978 
 1979 
 1980 
 1i l
 
LC FC 
 Total LC 
 FC Total LC 
 FC Total LC FC 
 Total
 

I. Agriculture
 
- One year maturity 
 - - 202 85 287 980 
 575 1,555 1.490 5.871 7,361
- More than one year 
 - 97 
 33 130 513 191 
 710 1.231. 988 2.219
TOLal Agriculture 
 - - 299 118 417 1,493 772 Z,265 
 2,721 6,859 9.580
 

II. industry
 
- One year maturity 
 - 4,222 4,222 385 12,887 13,272 
 2,378 27,551 29,929

-	 3,287 42,199 45,486More 	than one year 
 - 9,233 9,233 915 11.305 12,280* 3,505 10,835 14,340 
 1.608 16,059 17,667
Total Industry 
 - 13,455 13,455 1,360 24,192 25,552 
 5,883 38,386 44,269 4,895 58,258 63,153
 

II. 	 Conmerce
 
- One year maturity 
 812 16,229 17,041 4,615 32,422 37,037 
 0.011 53,299 61.310 12,061 65.494
- More than one year 	 77.555
 

10 O 1,433 5 7.392 1.083 
 5,066 6,149 
 2.18 6,378 8,566.
Total Comnerce 
 812 16,239 17,051 6,048- 38,381 
 44,429 9.094 58,365 67,459 14.249 71,872 86,12)
 

IV. Services
 
- One year maturity 
 3,880 3.88G 640 4,672 5,312 
 1,955 14.138 16.093 
-	 7.672 18.131 25,803
More 	than one year 
 -
 - 3,483 3,483 
 - 10.468 10.468 4,166 21.812 25.978
Total Services 
 - 3,880 3,880 640 8,155 8,795 1,955 24,636 26,551 
 11,88 39.943 51,781
 

A. 	 All Activities 
- Total one year maturity 812 24,331 25,143 5,842 50.066 55,908 
 13,324 95,563 108,887 24,51G 131,695 
 156,205
- Total more than one year 
 9,243 9,243 2,505 
 20,780 23,285 5,101 2
Grand Total 31.667 9,193 45,237 54,430
812 33,574 34,386 
 8,347 70,846 
 79,193 18,425 122,129 140,554 33,703 176.932 210,635
 

8. 	 Loans & Advances Extended
 

to PublicBusiness Sector
 
- One year maturity 
 - " 
 - 284  284 1,035 150 1,185 7,878 
 .6,770 14,648
- More than One year 


Total (B) 	
- 60.394 60.394 

.
 284  284 1,035 
 150 1,185 68,272 6.770 75.042

C. 	 Total A and8 
 812 33,574 34,386 
 8,631 70,846 79,477 19,460- 122,279 141,739 101,975 183,702 285.677
 
0. 	 A/C % 
 100 100 
 100 
 97 100 100 95 
 100 99 
 33 96 74
 

* Includes: Non public sector joint stock companies limited liabilities, partnerships cooperatives and proprietorships.
 



.@aIance Sheet of
 

flc_.aJndhes o F arelgnk 
(L.E. Millior 

Year 1978 1979 1980 1981 

tem March June September December March June September December March. June September December March June Septembei 

ssets 

Gold 

Cash 

Cheques for Collection 
Sec. Portfolio 

Bills Discounted 

Dep. with COE 

Due fromi Specialized 
aanks 

7.0 

3.2 

2.4 

14.5 

11.1 

0.2 

3.7 

1.4 

14.6 

8.1 

3.7 

1.5 

14,6 

10.9 

3.7 

1.7 

14.6 

8.9 

1.0 

3.7 

1.6 

14.5 

8.2 

0.3 

3.7 

2.0 

14.5 

13.7 

4.1 

1.6 

14.4 

8.8 

4.1 

0.7 

12.9 

8.4 

3.4 

0.5 

13.9 

7.4 

3.4 

13.6 

38.6 

8.5 

3.4 

14.4 

48.2 

8.2 

3.4 

20.1 

46.3 

16.7 

3.4 

24.3 

143.7 

Due from Other Banks 
- In Egypt. 

- Abroad 

Loans & Advances 

Invst. in Fixed Assets 

Other Assets 

26.4 

269.6 

105.4 

4.4 

26.4 

62.7 

327.5 

130.0 

6,2 

18.3 

81,7 

292.2 

153.5 

6.8 

29.8 

83.6 

612.r 

173.0. 

7.0 

40,1 

62.8 

420.5 

169.6 

8.0 

61.5 

69.8 

377.2 

181.0 

7,7 

49.8 

100.9 

V97.6-

187.0 

8.5 

54.3 

115.7 

445.8 

?13.1 

j.6 

72.0 

120.6 

434.0 

258.0 

10.1 

69,9 

152.4 

620.4 

267.2 

10.9 

26.5 

185.5 

526.8 

292.1 

11.0 

103.7 

216.7 

619.5 

343.7 

12.3 

128.1 

289.1 

672.2 

356.3 

13.6 

174.8 

fotal Assets 459.3 575.7 591.9 947.1 752.1 ' 714.2 '92.1 882.7 918.8 '1040.4 1193.6 1398.3 1694.1 

iabilities 
Capital 

Reserves 

Provisions 

Due to CBE 

Borrowings from CBE 

25.3 

0.1 

1.4 

23.5 

3.5 

0.6 

27.1 

0.1 

4.5 

0.7 

28.9 

0.1 

5,8 

5.7 

28,9 

0.1' 

6.2 

17.0 

28.9 

0.2 

6,9 

7.9 

31.1 

0.3 

8.2 

36.5 

31.1 

0.5 

8.1 

45.8 

31., 

0.5 

7.1 

47.3 

32.9 

0.9 

9.0 

28.9 

32.8 

0.9 

11.2 

32.1 

36.4 

0.9 

15.4 

30.2 

36.4 

1.2 

10.8 

19.4 

Due to Other Ganks 
- In Egypt 

- Abroad 

Deposits 

Cheques due for payment 
Otner Ltabllities 

72.7 

65.3 

266.9 

27.6 

130.9 

85.1 

290.2 

0.5 
41,4 

110.1 

:.8 

297.7 

53.9 

124.8 

394.6 

333.4 

53.9 

126.5 

147.9 

350,4 

0.4 
74.7 

146.0 

96.4 

366.8 

1.4 
59.7 

182.7 

104.9 

371.2 

57.2 

132.5 

150.6 

372.5 

81.5 

209.2 

126.3 

403.7 

93.6 

259.4 

232.4 

420.8 

56.1 

280.6 

311.3 

425.5 

99.2 

254.3 

434.3 

473.9 

152.9 

223.' 

649.5 

497.7 

255.4 

otal Liabilities 459.3 575.7 591.9 947.1 752.1 714.2 792.1 882.7 918.8 i040.4 1193.6 1398.3 1694.1 



Exhibit XXI
 

Branches of Foreign Banks
 

Breakdown of Deposits 

As of December 31. (F.C. Equivalent in L.E..Thousan6) 

Year- 178 1979 1980 1981 

Sector 

1. Government Deposits:
 

- Demand Deposits - 152 4 4 

- Time Deposits/Savings .167 127 204 

- Earmarked Deposits - ..... --

Sub Total Deposits 167 279 208. 5
 

Z. Public Sector:* 

- Demand Deposits 1,106 218 555 963" 
- Time Deposits/Savings 6,2911,799 3,874 5,032
 

Earmarked Deposits 191 1,864 518 26
 
*Sub-Total 3,096 4,947
8,373 6,021
 

3. Private Sector:**
 

- Demand Deposits 51,178 55,053 55,741 63,732
 

- Time Deposits/Savings 153,234 249,681
182,436 320,215 

- Earmarked Deposits 21,381 44,817 42,710 '93,062
 
Sub-Total 225,793 282,406 348,132 477,009
 

. Others: 

- Demand Deposits 7,309 5,071 3,840 3,514
 

- Time and Dep6sits Savings 52,392 69,198 63,641 70,164 
- Earmarked Deposits 1,473 1,453 2 

Sub-Total 61,174 75,722 67,483 72,679 

Total Deposits 290,230 366,780 420,770 
 556,714
 

- Total Demand Deposits 59,593 60,494 60,140 68,213 
- Total Savings & Time Deposlt..s207, 5 92 258,052 317,400 395,411 

- Total Earmarked Deposits 23,045 48,234 43,230 93,090 

* Public Sector includes Public Business Sector and Financial Intermediaries
 

-* Private Sector includes Private Business Sector and Household Sector (Indivi
duals, non-profit organizations and foreign institutions operating in Egypt.) 

N.B. FC means Foreign Currency. 



Item Year. 
1978 1979 1980 1981 

I. Agriculture 
One year Maturity 44 1,415 
More than one year 

Total Agriculture 44 1,415 

11. 	 Industry
 
One year maturity 
 8,035 11,707 21,575 
 10,056
 
More than one year 152
211 
 24 -

Total Indus.try 
 8,246- 11,859 21 ,599 
 10.056
 

111. 	Commerce
 
One year maturity 
 76,525 108,797 156,646 298,622
 
More than one year 
 5,668 
 9,570 .16,423 35,677
 

Total Commerce 
 82,193 118.367. 173,069 334,299
 

IV. Services
 
One year maturity 
 4,598 
 4i842 13,929 -4,351
 
More than one year -2,229 
 11,045
 

Total Services 
 4,598 . 6,457 16,158. 15,396
 

A. All Sectors
 
Total one year maturity 89,"202 
 125,346 192,150 
 314,444
 
Total more than one year 
 5,879 11,337 18,676 46,722
 

Grand Total 
 95,081 136,683 210,826 
 361%,166
 

B. Loans and Advanced Extended
 

to 	PublicBusinessSectors
 
One year maturity 
 3,038 14,904 10,365 
 15,046
 
More 	than one year 
 3,606 4,964 
 5,145 6,666
 

Total Public Sectors 6,644 
 19,868 15,510 
 21,712
 
C. Total A &.B 
 101,725 156,551 226,336 
 382,878
 

D. All Sectors/Total A & B
(A/C) % 
 93.5 
 87.3 
 93.1 94.3

*Includes i'on-Public Sector Joint Stock Companies, Limited Liabilities, Partnerships,
 



•Tot..al 

Loans and Advances Extended By 

Brancheg Of Foreign Banks 

Exhibit XXlb 

(L.E. INillions) 

5ctcr 

Yr 

- Lrch 

1978 

June September December March 

1979 

June September December 
1980 

March June September December March 
1981 

June September Dect~br 

Loans and Advinces 

i. Gne year maturlty 
1.with inkind sec. 

2. WIhou Inkid 
securI ty 

59.3 

23.9 

38.6 

20.7 

83.2 

26.0 

95.7 

33.8 

106.1 

34.6 

102.7 

42.9 

97:4 

57.5 

178.0 

79.8 

224.0 

87.3 

123.5 

127.0 

107.6 

59.1 

142.4 

56.3 

153.6 

72.2 

160.2 

80.2 

If. 1-5 yr maturity 
I. with inkind sec. 

2. without inkind 

security 

1.6 

.0,0 

1.4 

.0.2 

7.6 

1.4 

10.7 

0.6 

14.0 

6.0 

14.6 

2.0 

17.1 

0.9 

28.4 

1.3 

21.6 

5.5 

20.7 

22.2 

10.1 

1.8 

4.1 

3.4 

16.3 

6.0 

21.4 

1.2 

111.Hire Khan S Years 

I. with inkind sec. 

2. ;4ithOut Inklnd 

iccurIty 

28.6 

3.0 0.4 
0.4 1.2 0.3 0.3 

0.3 

2.0 1.1 2.2 0.8 

0.5 

1.4 3.8 1.6 

IV.Loins A Advances due 
Ind notqLpd. 8.9 12.8 12.5 12.2 11.2 7.1 1.5 2.6 3.0 4.6 7.0 5.5 6.1 2.6 

Total 93.7 105.3 131.1 153.4 173.1 169.6 181 k.? 1 343.6 300.2 186.9 213.1 258 2E7.2 



Exhibit XXIII 
Dal'nce Shoet of 

ee1op n*rntInd u s t r ia l Ba n k ( E.. on) Illl 
Li7- - JStptt.rbtr Decenter 

arc Jun 
lh 

September December March June 
septemfcmbr 1 Jue 

* 

mber Ocexrber Uac 
-p-cJn-----

I' 

0.23 0.19 0.13 0.033 0.1B 0.35 .21 0.28 0.24 0.46 0.34 

"0.07 

0.85 0.38 0.53 

0.13 

0.25 

0.1. 

0.44 

0.57 

0.28 0.28 0.2a 0.54 0.54 0.54 0.60 I 0.86 1 9.92 1.37 1.43 1.57 1.56 1.57 1.59 1.72 

, I ,, I • 3 i I 3 .. 

'1 I I I 

1 2.10 2.a2 i09Z 2,95O.O 
1.740.17 

4.90
0.04 

3.04 
0 0 

3.54 
10 0 

3.70 
0.07 

; 3.21 
0.04 

. 3.43 
0.05 

3.18 
0.24 

3.06 
0.26 

2.36 
1.63 

5.2; 

0.10 54.E? 63.44 ' 74.83 83.49 I98-53 1107.12 121.83 136.30 147.73 160.79 183.46 

3?.51 
0.01 

0.85 

37.63 :42.23 

0.1 00 .1 
0.01 .0.01 

1.72 2.65 

46.10 

00 
I0.02 

9.20 

49.55 

.2 
0.02! 

10.50 

0.02. 
3.66 

63 • 44025318..: 

0.02 0.02 
5.90 1.2 

' 0.02 
4-6 

41 
*0.02 

94 0.0
0.2 

.3 . 0.02
0.20 

.9 0.0203 0.02.0 0.0216 .C6 0 ,V2:13.50 

34.92 41.93 48.12 57.11 63.84 61.11 75.11 80.38 ! 92.97 113.61 120.66 133.14 152.06 160.60 182.i0 208.53 

10.00 
3.50 

1.51
4.1 
4.10 

10.00 
0.13 

1.75
8.2 
8.25 

10.00 
0.13 

1.7 
5 1.1 

10.91 

10.0 
0.13 

1.75 

I 

10.00 
0.13 

1.75 
17.99 

0.22 

2.84 
19.81 

I 

s10.0015.00 
0.22 

2.84 
22.73 

115.00 
0.22 

2.88 
22.56 

0.22 

2.8 
27.34 

20.00 
0.41 

4.34 
37,41 

0.411 

4.34 
38.63 

0.55 

5.47 
43.58 

0.55 

5.47 
49.37I 

20.00 
0.55 

.5.46 
51.79 

20.00 
0.58 

5.58 
60.33 

25.00 
1.C2 

8.70 
53.29 

0.0? 0.28 1.00 1.00 1.00 1.00 2.50 
0.09 

2.;9 2.56 
0.28 

2.50 
0.01 

Z.50 2.50 2.50 
0.01 

'.54 

0.01 
12.50 

11.57 

3.16 
1.06 

14T92 

13.05 

5.25 

41.93 

14.88 

6.67 

4b.Z 

16.20 

9.72 
2.31 

57.11 

19.47 

11.3.0 
.2-20 

- 63.84 ' 

21.55 

5.69 

61.11 

26.15 

7,17 

75.11 

31.12 

2.53 
3.48 

80.3s 

36.11 

5.35 
3.28 

92.97 

42.42 

2.99 
3.20 

113.61 

45.11 

7.12 
2.54 

120.66 

48.14 

12.90 

133.14 

57.40 

16.77 

152.06 

64.71 

7.25 
3 

160.60 

70.53 

15.59 

182.80 

7M.15 

29. ; 

20B.53 

21rpirent Industrial banxs are effectively cash margins for opening
 
t. 



Lo&s and Advances Extendcd to Private Busines.. Exhibit XXIV 

By The Developienc Industrial Bank 

As of Necenber 31. (L.E. Incuiands) 

Sector of Activity Decmber 1978 Decerber 979 Deceaber 1930 December ISI 

LC FC Total LC FC Total LC FC Total LC FC Total 

1. Agrcul)u:e 

- One year maturity 

Miore tnan one year 

Total Agriculture 

69 

69 

-

69 

69 

95 

960 

1.055 

3,151 

3.151 

95 

4.111 

4.206 

556 

345 

901 

-

4.021 

4.021 

556 

4.366 

4.922 

1,104 

1.0?3 

2.177 

-

3.596 

3.'96 

1.104 

4.669 

5.773 

11. Industry 

- One year mfaturity 

- Morc than one year 

Total Industry 

1.104 

!.09. 

22.492 5.509 

7.104 

20. 

28.001 

7.669 

1977 

27.403 

-

!690 

11,690 

7.669 

31.424 

39.093 

16.129 

40,501 

56.630 

21.423 

21.423 

16.129 

61924 

78.053 

30.438 

53,63 

t, 06 " 

- 30.438 

32.8928,52 

32.5l 116,360 

Il1.Coamnrce 

- One year maturity 

- More thin one year 

Total Commerce 

.... 

....... 

....... 

..... 

IV. Services 

- One year maturity 

- here than one year 

Total Services 

469 

3.589 

4.058 

-

2.570 

2.570 

469 

6.159 

6,628 

2.185 

10.96? 

13,152 

. 

5.329-

5.329 

2.185 

16.296 

18.481 

681 

12.230 

ik.911 

-

8.821 

8.821 

681 

21.051 

21.732 

3.671 

21.089 

24.760 

-

16.336 

16.336 

3.671 

37.425 

41.096 

A. All Sectors 

-Total one year maturity 

-Total more than one year 
Grand Total 

7.573 

19.046 
26.619 

-

8.079 
8.079 

7,573 

27.125 
34.698 

9,949 

31.661 
41.610 

-

20.170 
20.170 

9.949 

51,d31 
61,7b0 

17.366 

53.076 
70.442 

-

34.265 
34,265 

17.366 

87.341 
104.707 

35.213 

75,792 
111,005 

-

52.824 
52,824 

35.213 

128.616 
163,829 

8. Loans and Advances Extended to 

tte Public business Sector 

- One year maturity 

- More than one year 

... Total PUIlIc businGS$ 

Sector 

C. Total A and 8 

295 

6.591 

6.886 

33.705 

-

4.512 

4,512 

12,591 

295 

11.103 

11.398 

46.096 

302 

_j.3 

7.670 

49,280 

-

5 

5.385 

25,555 

302 

12.753 

13.056 

74,335 

23 

9.687 

9.i10 

80.35? 

-

7.091 

7.091 

41.356 

223 

16.778 

17.001 

121.708 

12 

8.630 

8,642 

119.647 

-

10.831 

1O.u31 

63.655 

Iz 

19.461 

19.473 

183.302 

0. All Sectors/Total A & B 
(A/Cl 79.4 54.2 75.3 84.4 78.9 82.6 87.7 82.9 86.0 92.8 83.0 29.4 

.n,,nvln n.,nd% - Fr ciphns foreian rurrencv eouivalept in Eqyptian pound. 



Development lmdustrial Dank 

Total Loans and Advances. (L.E. 

Exhibit XXV 

4illion) 

Year 1978 1979 1980 1981 

Item December March June September Cecember March June September December March June September .Gecem.er 

1. One Year ifaturity: 
1. Secured by rercnandlze 4.7 5.0 5.6 5.6 5.6 6.3 7.3 7.9 9.0 10.5 1".5 13.8 16.2 

2. Secured by stocks & bonds 

2. Secured by conn-ercial or Industrial 
murtage 

4. Secured Dy real estate 9 equipment 
mot tage 

5. Witn otner ifikind securities 

b. 'ithout Inkind securities 

0.5 0.5 0.6 0.8 0.6 1.0 1.0 1.1 1.1 1.1 1.3 1.9 

0.2 

0.9 

0.1 

a) Secured by government guarantee 
b) secured by personal guarantee 

C) without security 

1.7 

0.7 

1.9 

0.6 

2.1 

0.7 

2.4 

0.8 

2.2 

1.4 

2.7 

1.4 

2.9 

1.8 

3.9 

2.4 

5.2 

2.0 

S.3 

2.2 

6.1 

2.S 

9.0 

2.9 

13.1 

4.2 

11.One tc Five Years Maturity: 

1. Secured by comrrercial or Industrial 
mortage 10.2 11.6 12.3 13.5 16.6 19.4 21.7 24.1 27.0 30.3 33.0 35.8 42.1 

2. Secured by real estate & equipment
irortage 

3. Without Inkind securities 

a) secured by government guarantee 

b) secured by personal guarantee 

2.5 

2.1 

0.2 

2.5 

2.3 

0.2 

2.1 

2.9 

0.2 

2.7 

3.5 

0.2 

3.2 

4.5 

0.3 

3.3 

4.8 

0.2 

5.3 

5.9 

0.2 

5.2 

6.8 

0.3 

5.8 

7.8 

0.3 

5.4 

9.2 

0.2 

6.2 

10.6 

0.2 

6.6 

12.3 

3.1 

7.8 

14.7 

3.5 
c) without security 

1I. Five to Ten Years Maturity: 

1. Secured by conmcrcial or Industrial 
mortage 

Z. SecLred by real estate & equipment
mortage 

3. Otner Inkind securities 

4. Without inkind securities 
a) secured by government guarentee 

b) secured by personal guarantee 
c) -1thout security 

9.6 

2.7 

10.9 

10.8 

2.8 

10.9 

13.1 

3.6 

11.3 

16.9 

4.2 

12.6 

22.3 

5.2 

12.5 

24.8 

6.5 

12.8 

27.4 

10.4 

0.1 

0.1 

14.1 

29.6 

11.1 

0.2 

0.1 

14.3 

31.5 

15.1 

0.2 

0.1 

16.5 

36.8 

15.8 

0.3 

6.1 

18.9 

37.4 

19.2 

0.3 

0.1 

19.1 

38.7 

20.1 

0.2 

0.1 

15.8 

41.4 

22.5 

0.2 

0.1 

16.0 

IV.hore tran Ten fers 1iaturity 
Loans. Installments and due Interest rate 0.2 0.4 0.1 0.2 0.2 0.2 0.3 0.3 0.2 0.2 0.2 0.2 0.7 

Total 46.0._I 49.5 54.6 

-I 
63.4 74.63 83.4 98.5 107.3 121.8 136.3 153.3 160;3 183.6 



"ANNEX A" 

THE REGULATORY FRAMEWORK
 



W16i UII1..LJ u1 d,Luns Lenzrai DanK, the banking sector was WithouF
mucn eTTeCtVe con~ro. 1he Government, through the Ministry of
Finance and other ministries, attempted from time 
 to time to influencecredit policies. In other situations, the Government undertook to
establish or assit in the establishment of specialized banks such as:
The Credit Agricole Egyptien, Credit Foncier Egyptien, and the Industrial Bank. The Government also assisted banks facing difficulties.For example, in 1940 it provided Banque Misr with needed liquidity
in return for 7000 founding shares and the appointment of a Government representative in the bank. 
 The Government intervened, also,
to assist some of the small commercial banks in.-Egypt during thisperiod; the last instance of this was the Egyptian Commercial Bank.(l)-

The enactmen of 1aw 57 nf 1951 authoriz 
 th Na ional Bank of Egypt

BE to assume some of the functions of .a central bank in
t77'7nha 'systef.. :Law 57 grantedT7 e Egyp-t-lBE au-thority to siue 

."qyptian currency and allowed it to undertake certain limited measures
-to influence credit. Some of the forelgn banks .were Egyptianized in1956 and their assets and liabilities transferred to Egyptian banks
(and/or newly created Egyptian banks) to take overtheir assets and
liabilities. 
 Then the need arose for a law to regulate the banking
system and give agreater deqree oT autnorify to -ne central -ank
for the direction, organization and implementation of banki-ng and
credit policies as well as the supervision of banks in Egypt. 
 In
view of the above, the Governemnt decided to enact Law no. 163 for
1957, which 
 ave the alter de ree o autority in 
eoua 
 king sector, ad streng

ory role over banks' operations in Lgypt. The NBE was nationalized
in 1960 and later Bangue Misr was also nationalized. ihen, in 1961,
all=Me banks operating in Egypt were nationaTized and their shares
 were .ultimately transferred to the Government. 
 In January of 1961,however, the NBE was 
divided into two independent entities. Into
the first entity, the Central Bank of Egypt(CBE), 
were transferred
the foreign assets and 
 =7a77iities of the nationalized banks andthe deposits ot the government, pseuc -governmental and other international organizations. In addition, the CBE was made responsible-forthe issuance of.banknotes and the handling ofpayment agreements.
 

The second entity became the iional Bank of Egypt whose activities
were 
limited to those undertaken by other commercial banks.
 

The enactment of Law No. 43 of 1974 which ushered in the policy of
Infitah, was followed by the mushrooming of new forms of banking
operations in Egyptk 
which necessitated the introduction of a new law
which would further strengthen the regulatory capabilities of the CBEin the issuance of instructions and in the supervision of banks. 
 In
 

(1)El Greitly, Aly, and others: 
 Study on Public Sector Banks . Economic Studies Unit, Ministry Of Economy and Economic Cooperation,
December 1980.
 
Morsy, Fouad: "A new look at the composition of the Egyptian

Banking System". L'Egypte Contemporaire, October 1971
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this 
rercard,, the Governemnt issued Law 120 for 1975, reorganizing the
CBE 	and providing it, 
as well as public sector-banks, with a greater

degree of autonomy.
 

As 
a result, the cjurrent regulatory framework organizing the operations
of the banking system is based on Law 163 for 1957, certain of the
articles of Law 43 for 1974 with its amendments in Law 32 for 1977,
Law 120 for 1975 and finally the periodic regulations issued by the
banks' control department of the 
CBE. The following is a review of
the main aspects of these laws and regulations and the way they
affect the operations of the banking sector 
 The 	sections below

will be organized as follows:
 

1. 	Banking Laws
 

a) The Banking and Credit Law (No. )
163 of l9 ?)
b) The Central Bank of Egypt 
nd the Banking System Law
 

(No. 120 of 1975).
 

II. Relevant Provisions of the Law N 
 43 of 1974 (as amended by
 
Law No. 32 of 1977).
 

111. The Regulations of the Central Bank of Egypt.
 

Banking Laws
 

The Banking and Credit Law 163 of 1957 is still 
in force, although
some 
of its provisions have been amended by the promulgation of the
Central Bank of Egypt and Banking System Law No. 120 of 1975.
following are the most relevant provisions of the two laws: 
The
 

a) The Banking and Credit Law (No. 
163 of 1957)
 

The main provisions of the Law enable the CBE to:
 

i. Influence the flow of credit in terms of volume, nature and
price to meet the requirements of commercial, 
industrial and
 
agricultural activities.
 

ii. Take suitable measures against general and/or local 
economic
 
disturbances.
 

iii. Control banking institutions to 
ensure their financial
 
soundness.
 

iv. Administration of the State's reserves of gold and foreign
 

In this regard, Law 63, of 1957 requires the banking institutions
 
operating in Egypt to provide the CBE with:
 

i. Monthly financial statements reflecting their financial 
positions in accordance with forms designated by the executive
 
regulations of this Law.
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ii. 	 Each banking institution must submit a copy of every report
forwarded to its stockholders, and a copy cf the minutes of
 
its 	general assembly.
 

iii. 	The banking institutions' accounts 
are 	to be verified by two

certified auditors; such auditors must notify the CBE,

.writing, of any errors-or violations.. In addition, the

in
 

annual reports should contain statements as to the means used
by the auditors to verify the existence of assets and liabilS..ities and the methods used in their evaluation. Finally, the

auditors shall 
verify whether the operations audited violated
 any 	of the provisions of Law 163-of 1957. 
 A copy of this
annual. report is to be forwarded -to the Central Bank.
 

Furthermore,: the regulations of the Law require each-banking institution to hold funds in Egypt in anamount noi; 	les han ft
sumof liabilities due for payment to creditors and minimum requr  al. ITe Law authorizesthe Board of Directors
o6-the CBE to formulate rules and regulations establishing the
departments for the control 
and 	supervision of'banks. 
 Their func
tions especially deal with
 

i. Methods adopted in appraising the different assets of banks.
 

.i.-Fixing 
the ratios to be observed between.'the value of loans
and loanable value of guarantees, in addition to thedesig
nation of the nature of the guarantees and the .fixing. of the 
maturities. 
 -


iii. 	The establishme.it and organization of a department for banking-. 
control.

iv. Fixing the maximum creditorand debitor interest rates as well
 
as those applying to arrears. 

v. The designation of information to be published and the way it
 
should be published.
 

This 	Law has defined a'commercial bank a's:
 

"Any 	institution that habitually accepts deposits payable
 
on demand or after a period.not exceeding one year."


In this regard, commercia nk rohibitedfromdealin in
 
moveable or immovea roperty, whether thrg 
purchase,sale
 
or exchange, except:
 

i. Premises appropriate for carrying out the bank's business or

for the recreation of its employees.
 

ii. 	 Moveable or immoveable properties accruing in settlement of
debts provided they are disposed of in one 
year 	in case ofmoveables and within five years in case-of immoveables. 
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In addition, commercial banks were prohibited from the issuance of

bearer notes which are payable on demand, or to accept their own
 
capital shares as guarantees for loans or to hold or own 
such shares
 
except those accruing to the bank in settlement of a debt; provided

they are disposed of within one year.
 

Commercial banks were prohibited from owing more 
than 25% of the

paid-up capital 
of any joint stock company, with the provision

that the nominal 
value of such shares owned do not exceed the
 
commercial bank's paid-up capital and 
reserves.
 

The CBE was authorized to issue the general 
rules to be followed

in the control of commercial 
banks. Such rules related to:
 

i. Fixing the liquidity ratio and type .of liquid assets which 
should be held by commercial banks. 

ii. Determining areas in which commercial banks are prohibited
from making investments and the fixing of the 
reserves that

should be 
available to face the fluctuation of such assets

values including the determination of maximum limits for
loans and investments in various categories. 

Finaily, the Law stipulated the maintenance of reserve requirements

which are interest free deposits by the commercial banks with the
 
CBE, comprising a certain ratio of their deposits.
 

With respect to non-commercial banks and their control, 
the Law

defined non-commercial banks as 
those whose main business is the

financing of real estate, agriculture or industry, the acceptance

of demand deposits is not one 
of their primary activities. With
 
respect to their control the rules dealt mainly with:
 

i. The conditions of accepting deposits.
 

ii. Rules concerning the participation in establishing other
 
companies or organizations, and the purchase of their shares.
 

iii. The maximum limit on 
the value of bonds which may be issued

by the non-commercial banks and the conditions of such issues.
 

The law also laid down the means through which the Central Bank 
of Egypt can re ulate the expansion of credit. In this case it
au7rizes The CBE to tix the d1scount and interest rates accord
ing to the nature an esilra ty oprations taking place. It
also alows e to engage in open market operations dealing in

Egyptian government paper and government guaranteed bonds designated

by its board of directors, and promisory notes and other commercial 
paper. 
 Finally, the law allowed the CBE to guarantee loans conclud
ed with Egyptian, foreign or international organizations after con
sultation with the Ministry of Finance and Economy.
 

•b) -The Central Bank of Egypt and the Banking System Law (No. 120 of
 

Law 120 of 1975 gave the Central Bank of Egypt more autonomy in
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operating like a banking institution rather than a governmental
 
agency. Apart from removing certain restrictions that were imposed

with respect to the salary struLture and other organizational as-
pects, the law emphasized the-authority invested in the CBE's
 
board of directors "n the management of the bank's affairs. It
 
also authorized the CBEto regulate monetary, banking and credit
 
policies, and to supervise the implementation of those.policies.
 
In this regard the board of directors was empowered to:
 

1. Influence the orientation of credit with regard to volume,
 
type and cost, so as to meet actual requirements of various
 
economic activities.
 

2. Participate in the arrangement of external:credits.
 

3. Adopt suitable measures to combat general and :Iocal economic
 
financial disturbances.
 

4. Fix the discount rates, as well,.as debtor and creditor in
terest rates for barfking operationso.. This is done in accor
dance with the nature and needs of the general monetary and
 
credit policies and is not restricted by ceilings stipulated
 
in other ! ws or legislation.
 

5. Ensure the soundness, of-State owned, and joint venture bankp
 

and branches of foreign-banks.
 

6. Manage the State's reserves, forieign.exchange and gold.
 

:7. Participate in the preparation of the State's foreign exchange
 
budget and its implementation within the framework:of the
 
general policy drawn by the Ministry of Finance in agreement

with the Ministries of Economy and Economic Cooperation, Trade,
 
Planning and Supply.
 

The Central Bank of Egypt was given the authority to examine the
 
books and..records.of. any.bank at any time to enable it 
to obtain
 
or clarify, information deemed appropriate to achieve its objectives.
 

Law 120 of 1975 in defining the banking system also defined various
 
terms which are used in the-Study. 1t defined the term Commercial
 
Banks to mean "banks that usually accept-deposits payable on demand
 
o,-wi~hin a ',ixed period; carry out, internally and externally,

financing ancd the servicing thereof in such a manner-to achieve
 
the objectives of the national economy; affect operations for the
 
promotion of savings amL for the financial investment locally and
 
abroad, including pa-.ticipation in the establishment of projects,
 
as well as the banking,commercial and financial operations per
taining thereto, in accordance with the conditions laid down by
 
the Central Bank."
 

The term Specialized Banks (non-commercial banks) shall be held to
 
mean 
"banks that carry out banking operations serving a specific
 
type of economicactiv.ity in conformity with their constituing
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decree 
and for which the acceptance of demand deposits is not one
of their'main fields of activity." 

Finally, the term Investment and Business Banks shall be held to
mean "banks that carry out oper-tions relateadto the pooling andpromotion of savings for the sake of investment in accordance withthe economic and development plans and the policy envisaging thefostering of the national economy. 
In this respect, sLuh banks
may establish investment companies Pr other companies exercising
various types of economic activities. 
 They may also undertake
financing of Egypt's foreign trade operations."
 

Investment and Business Banks shall be subject to those pro visionsof Law 63 of 1957 referred to above, which are consistent with thenature and functions of these banks. The board of directors of theCentral 
Bank may issue general rules concerning control of the
aforementioned banks in conformity with the provisions of said law. 
Apart from the above, the law did, to a great extent, free the
public sector banks from many of the regulations that formerly
bound their activities. 
 It afforded these'banks, through their
board of directors.and chairmen, the authority needed and theflexibility required to participate in any form of banking service
activity 
 with a much wider degree of authonomy. This has been
paticularly true in 
areas that require the motivation of personnel through the implementation of 
salary and compensation systems
tKt are independent of those offered by the Civil Service Law
No. 58 of 1971 
and Public Sector Service Law No. 61 
of 1971.
 

II. Law 43 of 1974 as amended by Law No. 22 of 1977
 

Law 43 of 1974 as 
amended by Law 32 of 1977 stipulated that the investment of Arab and foreign capital

will 

in the Arab 'Republic of Egypt
be for the accomplishment of social andeconomic objectives withi;1 the framework of-.the general policy of the State. 
Listing projects
falling under the auspices of this law, it mentions that investmentand business banks whose operations are 
undertaken exclusively in
foreign currency, may participate in investment and financing operations whether, related to projects within the free zone, or for local,
joint venture, or foreign projects established within the Arab Republic of Egypt and may a'iso finance Egyptian foreign trade. 
 It also
stipulates that joint venture banks may undertake operations 
in local
currency if the Egyptian ownership is not less than 51%. 
 They will
be given special priority for projects which target exports or the
promotion of tourism, lead to a reduction in needed imports of basic
goods, or which need highly skilled and advanced technical know-how;
or'will use patterns or well 
known registered trade marks. 
 The law
also stipulates that Arab and Foreign capital 
can independently undertake investment and business in banks in the form of branches of financial
institutior,s situated abroad. 
 The operations are limited to those

undertaken in foreign currency.
 

The law, within the aforementioned provisions, exempted banks established under the auspices of Law 43 from the requirement that all
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shares be owned by Egyptians, which is part of Article 21 of Law 63
of,.1957. It also exempted investment and business banks referred to
above from the laws and regulations which govern foreign currency
control.
 

III. The Regulations of the Central Bank of Egypt 

The various laws mentioned above have afforded the CBE a variety of
instruments to effect monetary policy through regulations which are
periodically issued.by the board of directors of the CBE. These in
struments relate to:
 

1. Interest and discount rate structures.
 

2. Reserve requirements
 

3. Liquidity ratios
 

4. Credit expansion control
 

5. Other r.egulations such as:
 
(a) Mandatory foreign currency deposits with the CBE.
 
(b) Banks'participation in different projects
 
(c) Regulating local 
currency deposits with non-commercial banks.
 

The following is a review of some of the more 
important aspects of
 
regulations issued by the CBE as 
instruments of control.
 

1. Interest..and Discount Rates Structure
 

The CBE set its regulations for the Egyptian pound interest structure (debtors and creditors), at its board of directors' meetingof December 28, 1975. Since then, numerous revisions have been
made. Exhibit Al reviews the various changes up to the present

structure effective August, 1981. 
 The Exhibit reviews the break
down of interest rate structures for various.types of time deposits

in terms of maturity starting from the 7 -15 
 day category through

the 5-year category. 
The Exhibit also deals with savings deposits
and loan discount rates, as well as lending rates in terms of the

minimum and maximum rates banks may charge. 
 The Exhibit attempts

to trace the historical trend in the interest rate structure in
 
terms of dates, magnitude and circular numbers. 

It is worthwhile mentioning that on April 15, 
1980 (circular 249)

the CBE board of directors decided to exempt E.pian pound deno..._ the ceilinqsQni _.offered to individuals- in

accordance with the above Exhibit, if such loans 
are secured by
Toreign currency deposits. In such a case, the Egyptian pound loan
should not bear an interest rate lower than that offered on the
deposit securing the loan. 
 In effect, a two percentage point
differential is maintained -between the lending and deposit rates.
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A review of Exhibit Al reveals the substantial changes which oc
cured between the end of 197'5 and the present regulatory interest
 
rate structure. The credit interest rates have more than doubled
 
for most categories and in 
some cases almost tripled. Take as an
 
example the 1 
- 3 month deposit rates on December 29, 1975. These
 
were 2.5' per annum. At present and since August 3, 1981, the
 
rate is 7.5%. With respect to saving deposits, we find that these

have increased from a level of 4% at the end of 1975 to 8.5% at
 
present time. Such increases in rates coupled with the exemption

of the interest earned on such deposits from taxes 
on moveable

objects (which amounted to approximately 40% and is presently
at a rate of over 30%) is indicative of the degree to which the 
CBE is attempting to encourage savings as 
part of an overall
 
effort on the part of the government of Egypt to mobilize 
re
sources.
 

On the debit side, the Exhibit also reflects an increase in the
 
debit interest rate charged in terms of the minimum and maximum
 
ranges which 
were allowed at the end of 1975 (between 7 - 8% which 
have at present, moved to a range of 13 
- 15%). The change not
only reflects a virtual doubling of the rates but also a widening

(doubling of the range itself) which should enable the banks to

have greater flexibility in discriminating for or against various
 
types of activities or industries. However, this range in 
terms
 
of percentage has remained almost constant and has effectively

deteriorated between 1980 and the present time. 
 This Exhibit also
 
reveals that during a period of 4 years (end of 1975 until 
the

beginning of 1981), 
there have been 7 adjustments of the discount
 
rate and the range of interest rates charged on loans by the bank
ing sector. 
 In 1980, 3 changes occured (each amounting to one
 
percentage point), lifting the interest rates from a range of 10 
-

12% to reach the current level of 13 
- 15% which was initiated on
January Ist, i981. During the same period, the CBE's discount
 
rate was 
raised from 10% in March 27, 1980 to the current 12% which
 
became effective on January 1st, 1981.
 

As an exception to the foregoing rate structure, the Central Bank
has set a rate of 10% for the refinancing of exports and discount
ing of export documents. The regulations also allow the National 
Investment Bank, specialized public sector banks and the Housing
and Reconstruction Bank to lend at rates lower than the 13% minimum
 
specified above, up to a maximum of 2.5% reduction. In addition,

the regulations have given the speciali7ed public sector banks 
a

% increase in the rates offered on 3 years or longer deposits.

For the financing of the cotton crop for export companies guaranteed
by export contracts there is a minimum rate andof 11% a maximum 
rate o- 13%. With regard to the imports of the General Organiza
tion of Supply Commodities, the Central Bank allowed the banking

sector to finance documentary credits for the importation of sub
sidized goods at a rate of 1.5% per annum for a maximum maturity

of 2 months, thereafter, the minimum rates in the main debit in
terest rate structure apply.
 

The regulations have also set the minimum interest rate charged by

the real 
estate banks to finance new economic and middle class
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housing at I0.50 
per annum. Government and public 
sector employees
.,are charoed raLVs of 5' per annum 
(deducted in advance) for loans
 
not exceeding 2 months salary.
 

2. Reserves Requirements
 

The Central 
Bank of Egypt also attempts to regulate the 
rate of
monetary expansion through the periodic adjustment of the reserve
requirements. 
 The first attempt to use reserve requirements as
a means of monetary control 
was during the Central Bank of Egypt's
meeting of September 1.1, 1957 where it set 
a very simple ratio for
the daily average reserve within any given month. 
 This ratio consisted of balances at the Central 
Bank of Egypt in -the numerator
with the amount due to banks, local 
currency deposits, checks;
transfers and revolving letters of credit due for payment comprising the denominator. 
Since that date, numerous additions and/or
alterations have taken place, especially concerning the yearly
seasonal financing of the cotton crop. 
 On February 6, 1966, the
minimum daily average for reserve requirements was set at 20%.,
This was 
raised to 25% through the issuance of circular No. 239 on
September 11, 1978. 
 Circular 239 exempted cotton seasonal financing from this minimum daily average. It.is important to note that
circular No. 
234 which was issued on December 21, 1977 did change
the composition of the numerator and denominotor of the 
reserve
ratio including cash (in pounds) balances at the Central 
Bank (both
in pounds and foreign currency). The denominatcr was composed of
deposits in local currency only. 
 On March 29, 1979, circular No.
246 excluded all deposits of two years 
or more from the denominator
 
of the aforementioned ratio.
 

Finally, On November 10, 1981, 
circular No. 264 was 
issued changing
the daily average reserve requirements ratio to the following:
 

The numerator component included:
 

1. Cash, including Central Bank of Egypt's paper money, as 
well as
 
the Ministry of Finance's paper money and coins.
 

2. Accounts in the Central Bank, both in local currency and foreign
currency evaluated at 
the ongoing exchange rates. All borrowings guaranteed by all or partial amounts of the foreign currency with the Central Bank are deducted from this balance.
 
The sum of items 1 and 2 above is first calculated. The balance
 
of the Central Bank of Egypt's finance account is then substracted
 
from this 
sum to yield the numerator of the reserve ratio.
 
The denominator of the ratio is composed of the-total deposits
local currency. Deposits 

in
 
are as 
shown in the monthly report, excluding item C (foreign currency deposits). It also excludes deposits for 2 years or more whether in saving certificates or timedeposits. Finally, the exclusion also applies to 
local currency
deposits which fall 
under the juridiction of ministerial decreee
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No. 	242 for 1981 concerning margins on letters of credit.
 

The ratio of the numerator and the deonominator, when multiplied

by 100, gives the reserve requirement which is based on working
 
the averages.
 

With respect to the financing of the cotton crop, Exhibit Al shows
 
the breakdown by season (month and year), of the reserve require
ments which are adjusted to accommodate financing the cotton crop.

This Exhibit starts with the 1975/1976 season and ends withthe
 
1980/81 season.
 

3. Liquidity Ratio
 

The 	third instrument of control 
used by the Central Bank is the
 
set of regulations related to the liquidity ratio required to be
 
maintained by the banks. 
 The 	first such set of regulations was
 
issued on February 17, 1958, with a minor addition which took
 
place at the June 24, 1958 meeting. No other changes or alterations
 
took place until February 12, 1981. In what follows, we present

the 	basic liquidity ratio issued on February 17, 
1958, with the
 
additions which went into effect on 
June 2A, 1981.
 

Liquidity Ratio as-of February 17, 1958
 

Numerator:
 

1. 	Cash.
 

2. 	Balances of the Central Bank of Egypt
 

3. 	Gold
 

4. 	Checks, transfers, coupons, paper money, foreign currency for
 
collection.
 

5. 	Treasury, bills.
 

6. 	Conmercial transactions due for payment in Egypt-or abroad
 
within 3 months and having at least two authorized signatures.
 

7. Egyptian government transactions and those guaranteed by it.
 
Prices at the market or book value,wh .hever is lower, on
 
condition that it does not exceed the nominal value.
 

8. 	Due from Banks.
 

NOTE: In case of borrowing from the Central Bank or 
any 	other bank
 
or organization using the guarantee of some/or all 
of these
 
assets, then, the 
amounts borrowed should be deducted from
 
the items detailed above in the numerator.
 

Denominator:
 

1. Checks, transfers, revolving letters of credit due for payment.
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2. Due to Banks
 

3. Deposits in local currency
 

4. 
Unpaid portions of export letters of guarantee.
 

NOTE: 
In case one of the banks issues a final 
letter of guarantee
based on the request of another bank, the unpaid portion

(cash) of this letter of guarantee is listed within the denominator of the liquidity ratio of each bank, 
 to account
 
for their respective obligations.
 

Liquidity Ratio as 
of June 24, 1958
 

- Due from banks and due to banks in numerator and denominator 
should be set through the clearing room transactions. 

- Liquidity ratio should be set a minimum of 30%. 

Board of Directors Meeting Dated February 12, 
1981.
 

Liquidity Ratio as 
of February 12 1981:
 

Numerator:
 

As detailed earlier with the addition of:
 

1. Amounts deposited at the Central Bank in the account of the
 
Ministry of Finance.
 

2. Amounts held especially for the finance of the public treasury.
 

Denominator:
 

As detailed earlier with the addition-of:
 

1. Foreign currency deposits.
 

4. Credit Expansion Control
 

Recently, the Central Bank of Egypt-; 
in relation to'the understand
ing reached between the International Monetary Fund. (IMF) and the
Egyptian Government, started using ceilings 
on credit expansion

in 1975.
 

The direct intervention of the Central Bank rather than the 
use of
the more traditional 
means of credit outlined 
 bove may be indicative of the non-responsiveness of the system to such traditional
restraints. 
 It may also be indicative of the lack of proper information system enabling decision makers to 
use monetary tools'
 more decisively and effectively, thereby, resorting to more
direct and less traditional 
means of credit expansion controls.
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The first phase started on August 19, 1975, when the previous
credit ceilings were replaced by a new guideline linking uses
(discounted commercial paper 
, loans arid non-seasonal advances)
to deposits, (excluding from these the counterpart of US assistance 
The new guideline set the uses at a level of 65% of the above
 
mentioned deposit base for each bank individually.
 

The second phase (January 19, 1977-June 1978). During this period

two decisions by the Board of Directors of the Central Bank were made; (March 1977 and December 1977). This phase is charac
terized by the 
use of the growth in demand at each commercial bank
 
as the base for the credit expansion of the bank. This was set
 
as 
a level of 40% of the growth in the deposit base from the levels

of December 31, 1976. 
 In addition, credits were determined based
 
on ac-. al 
(draw down) for all non-governmental sectors without any
exception other than the financing of the cotton crop. 

The third phase (July 1978 - December 1979). Four decisions were
issued during this phase (July 1978 -October 1978 and July 1979-
December 1979).* This phase is characterized by determining credit

expansion as a percentage of previous actual 
credit(balances of
March 31, 
 1978 and other dates for banks which started their ac
tivities beyond March 19, 1978). 
 This phase is also characterized

by a differentiati-on between credit expansion allowable to public

sector commercial banks 
versus the non public sector , in addition 
to the differentiation between the credit expansion allowed for
the public sector versus the private sector. Furthermore,. it ischaracterized by curtailing credit expansion to specialized banks.

In this regard, the credit expansion allowed for banks which began

their activities before March 31, 
 1978 was as follows:
 

Sector 
 Public 
 Private
 

Banks granting credits Public Sector Joint & Private 
Banks Banks
 

Until Sept. 30, 1978 5.0% 20% 36% 
Until Dec. 31, 1978 7.5% 
 31% 44%
 
Until March 31, 
 1979 10.0% 
 44% 56%
 
Until June 30, 1979 
 12.5% 56% 
 75%
 
Until Sept. 30, 1979 15.0% 65% 80%
 
Until Dec. 1979
31, 17.5% 78% 
 100%
 

For those banks which started their activities after March 31, 1978,

the percentage of credit expansion was determined as follows:
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Bank's Starting Date 
 M'iarch-December 1978 
 After December 1978
 
Ratio of expansion until:
 

Dec. 31, 1978 
 50% of Deposits
 
Sept. 30, 1979 
 75% of Debit Balances 50% of Deposits
 
Dec. 31, 1979 
 95% at the end of 1978 50% of Deposits
 

The fourth phase (January 1980 - October 1981), during this phase
two 
ecisions were made.. (December 1979 and April 1980), 
still using
the balances of-uses given as 
of December 31, .1979, as 
a base for
the percentage credit expansion allowable. 
 This phase is characterized by restraining certain banks from any credit expansion until
they regain "the desired eQuilibrium" between their uses and theirdeposits. 
 This phase is also characterized by the enforcement of
a sub-limit for the private sector commercial activities as 
of
April 1980. The following'are the percentage credit expansions

at the end of 1979.
 

Public Sector 
 Private & Cooperative
 
Companies 
 Sector
 

Total Limit Main 
 Division for
 
Limit Commercial
 

Activities
 
1. From Public Sector
 

Commercial Banks 
 6% 18% 6%
 

Until June 30, 1980 
 6% 18% 
 6%
 

Until Sept. 30, 1980 
 9% 27% 9%
 

Unitl Dec. 31, 1980 
 12% . 36% 1I%
 

2. From Banks: Chase National,

Misr International., Egyptian
 
American, Cairo Far-East:
 

Until June 30, 1980 
 18% 
 6%
 

Until Sept.30, 1980 27% 
 9%
 

Unti' Dec. 31, 1980 
 36% 
 11%
 

3. From Banks: Cairo & Paris,
 
El Nil, Misr Rumania:
 

Until June 
 30, 1980 
 25% /7.5%
 

Until Sept. 30, 1980 
 37.5% 
 11%
 

Until Dec. 31, 1980 
 50% 
 '15%
 

A13
 



The fifth phase, (from October 1981 until the present time). It

started*"with the Baord of Directors decision of 1981 and is charac
terized by changing the base of credit expansion back to become
 
a percentage of the deposits of both the public and the private

sector. In addition, there are some special 
limits for credit

expansion to the commercial private sector and the family sector:

the limits are a percentage of the credit balances of each sector
 as of September 1981. 
 On this basis, credit expansion for the
financial year 1981/82 was 
set at a level of 65% of the total

deposits for the public and private sectors at any time during

the 1981/1982 years. 
 In addition, the private commercial sector
 
was further restrained by not allowing its credit to expand beyond

a 9% annual rate (with its September 1981 credit balances as the
base) provided that this percentage is spread over a'3% limit per
quarter. 
As for the family sector, it was allowed to expand to. a
level of 7.5% 
of its credit balances in September 30, 1981, pro
vided the quarterly expansion does not exceed 2.5%
 

5. Other Reoulations
 

There have been other regulations issued from time to time to deal
with specific issues. In this regard, we present three such 
re
gulations as examples:
 

a) Mandatory Foreign Currency Deposits with the Central 
Bank of
Egypt:
 

On July 1st, 1980, the Board of Directors of the Central Bank
 
decided that:
 

i. All registered banks should deposit with the Central Bank
 
a sum equal to 15% 
of total foreign currency deposits.

Those 15% will earn an interest rate set by the Central
 
Bank which will inform the concerned banks of such rates
 
and expiration dates.
 

ii. The deposits will be in US dollars in accordance with the

bank's financial position as 
of June 30, 1980, and is ad
justable every 3 months.
 

iii. 
The decision excluded the following from the deposit base
 
on which the 15% is calculated:
 

-
Prepaid margins transferred to correspondents
 

- Unused portions of foreign currency loans.
 

- Deposits in foreign currency with the Central 
Bank.
 

On September 3, 1980, the following were also excluded from the
 
15% calculation:
 

-
Balance of loans to projects or individuals residing in
 
Egypt.
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-
The paid up portions of capital participations in projects

in Egypt.
 

- Participation in new governmental foreign currency issues, 
or those granted by the government.
 

It was 
decided that the 15% deposits with the Central 
Bank would
 earn the participating bank 
a rate equal 
to the London Interbank
Offering Rate (LIBOR), which would be transmitted to the participating banks within 48 hours from the time the deposits with
 
the Central Bank are made.
 

On August 10, 1981, 
the Central 
Bank issued a regulation stat-.
ing that banks which have not been adhering to the 15% regulation must commence to do so 
based on their foreign currency
financial position as of-June 30, 1981, 
which should be adjusted every 3 months. It was determined that such deposits with
the Central 
Bank would earn rates offered on 3 month LIBOR.
 

b) Banks Participation in Projects and Ownership of Shares
 

The Central Bank informed all registered banks that their semi
annual reports should include detailed descriptions of all 
projects in which the registered banks are participating. It
further prohibited commercial banks to own-.more ithan 25% of the
paid-up capital of any associated company. The 'nominal value:
of such shares should not exceed the company's paid-up capital
and reserves. Exception to the above may be granted by minis
terial decree.
 

c) Regulating Local 
Currency Deposits with Non-Cornmercial;..Banks
 

In July 1978, the Central Bank decided that non-commercial

banks 
can accept demand and time deposits in local currency en
condition that these deposits would not exceed the paid-up
capital and-reserves of the bank on a no-interest earning basis.
During the same 
Board of Directors meeting, the Central Bank
decided that non-commercial banks could accept any form of time
deposits so long as 
it is for more than 2 years' maturity.
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REMARKS ON THE DEVELOPMENT OF RULES CONTROLLING CREDIT EXPANSION. 

Changes in the Basis for Controling Credit Expansion
 

Prior to May 1977, credit control was achieved by limiting loans,

facilities and discounted bills to 65% of the total 
deposit base. As
of May 1977, the Central 
Bank of Egypt set the limits on credit expansion at 40% of the increase of non governmental deposits 
on balances existing on December 31, 1976. T;,is ratio of credit expansion
control was applied until June 1978. Starting July 1978, creditbalances as of March 31, 1978, were used as the basis for determining

the rate of credit expansion. 
This system was applied unti' October
1981, which used credit balances as of December 31, 1979 as 
the base.
During this period, there were two exceptions to this ratio system
corcerning newly operating banks. In such cases, the amount of credit
allowed to each bank was set at 50% of its deposit base. 
 After 9
months of operations, the new bank would follow the credit balancerules as of a forthcoming date. On October 1981, the Central Bankreverted to linking the volume of credits and that of the deposits tocontrol credit expansion. Credit was restricted to 65% of deposits
from both the private and public sectors (Interbank deposits and
USAID counterpart funds excluded).were Furthermore, when deposits
were used as a base to control 
 credit expansion, AID counterpart

funds were excluded. The last regulation issued in October 1981 
 ex
cluded interbank deposits as well.
 

When credit balances were used 
as a base, they prevented any bank
from usinc the total surplus in its deposits if the ratio of depositgrowth surpassed the ratio fixed for credit expansion. In such a
 case, the bank would have had to: 
 either violate the rules or resort
to linking the "surplus deposits" to a placement program abroad toavoid the loss which would have resulted from not using this surplus
to 
cover paid interest on such deposits.
 

The Central Bank halted the credit expansion of banks thewhere ratioof their uses to their deposits did not provide the needed equilibrium;
and such curtailment of credit expansion remained in effect until
equilibrium between their 
uses and deposits was reinstated.
 

The Central Bank decided on penalties for banks exceeding the ratiosset in its latest regulation. The contravenent bank should depositwith the Central-Bank at no interest, a sum in local currency equalto the amount exceeding its allowances until the violation is elimi
nated.
 

The decisions setting the ratios of expansion at the end of everyfiscal year were often followed by decisions dividing the total ratiointo four yearly quarters, which would further decrease the bank'sflexibility in settling their accounts during the year. 

To have credit balances at a previous date as a base for growth orcredit expansion has had a direct effect on the banks' readiness togrant medium and long term loans as they directly commit the bank to
allocate certain amounts at the client's disposal during the drawdown
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period, which often reaches 	one year or more. 
 This affects the ability of the bank 
to settle accounts in~accordance with the Central
 
Bank's regulations.
 

in view of the importance of the Central 
Bank's policy of direct
intervention enunciated in mid 1975, it may be useful 
to follow the
development of rules regulating the control of credit expansion.
 

Chanoes in the Bases for Controling Credit Expansion
 

The linking of credit expansion to deposits solely, ignores other
sources of funds such as 
networth and interbank borrowings. Ignoring
other sources of funds discriminates against banks which are 
highly
capitalized since networth is not included in the base.
 

The regulation also neglects to take into account interbank borrowinos even on a net 
basis. Perhaps the addition of interbank borrowingson a net basis would provide the required target. it should be borne
in mind that the ratio for the system as a whole would be lower than
the target ratio if 
a single bank failed to 
reach the 65% utilization
 
target.
 

It should benoted that there has been a clear tendency to encourage
the private sector in general, by affording to it a higher ratio of
credit expansion than its public sector counterpart. The following
are 
examples of the allowed ratios of credit expansion to both the
public and private sectors at selected dates:
 

Sector 
 Public 
 Private 
 Base
 

Public Joint &Bank 
 Sector Private
 
Banks Banks
 

Until Sept. 30, 1978 
 5% 20% 36% 	 Credit Balance
 
in March 31,
UntilDec. 31, 1979 17.5% 78% .. 100% 1978 

However, this trend was 
revised in early 1980 
 when the Central Bank
attempted to reduce the credit expansion made available to the commercial 
private sector by introducing sub-limits to 
credit expansion
for the commercial activities of the private sector. 
 These sub-limits
were equal 
to 30-33% of the limit allowed for the otherprivate sector
activities as 
of June 30, 1980. As of December 31, 1980, these sublimits were reduced to 30-31% 
of the overall private sector credit
expansion limit. 
 After the return of the credit expansion limit to
a deposit-related base, the 	Central 
Bank maintained the 
same instructions for the sub-limits for the commercial activities of the private

sector.
 

The Central 
Bank of Egypt's laws and regulatic,is are to a great extent
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archaic and in need of modernization. The traditional instruments
 
of monetary control have 
not been very effective and have witnessed
 
little significant changes over the 
last two to three decades. The
 
Central Bank's resort to direct intervention by enforcing credit
 
expansion ceili-ngs highlight the non-responsiveness of the banking

system to the more traditional instruments of monetary control. It
 
may also be indicative of the lack of proper data gathering and
 
storage capabilities and the absence of a management information
 
system which would enable decision makers to use monetary tools mo-e
 
effectively and decisively.
 

On the other hand, the Central Bank's regulations have had a positive

impact on the mobilization of resources through successive and
 
systematic increases in interest rates paid 
on various types of de
posits. 
 The current interest rates paid on deposits are double their 
1976 levels for most maturity classifications . In addition, the 
Ministry of Finance's decision to have these deposits' revenues ex
empted from taxes have further enhanced the ability of the banking
sector to attract deposits. Finally, the liberalization introduced
in law 97 for 1976 allowing Egyptian nationals and institutions to 
own and keep foreign exchange, has greatly assisted in mobilizing

foreign exchanQe resources, especially through workers' remittances
 
which amounted to aimost 3 billion US dollars in fiscal year 1980/81.
 

The regulatory framework needs to be further strengthened by modern
izing the Central Bank of Egypt. Presently, this institution, suffers
 
from a tremendous brain drain which benefited many of the 
new private

banks and joint ventures. In addition, the Central Bank of Egypt's

modus operandi needs to be changed to cope with other institutions
 
which are currently operating in Egypt, which until seven years ago

amounted to four public sector banks and 3 specialized banks. The
 
huge increase in the number of banks operating in Egypt has not been
 
balanced at the Central Bank with a commensurate increase in its own
 
ability to cope with this new situation.
 

It is recommended that 
a special program be directed toward the
 
upgrading of the capabilities of the Central Bank of Egypt in order
 
to enable this important institution to further foster confidence
 
and reliability in the banking sector as a whole.
 



CENTRAL BANK OF EGYPT 
 Exhibit A]
 
Interest Rates' Structure
 

(1977  1981) 

Circular No. 

Date 
226 

Dec. 29, 1975 

228 

Feb. 28,1977 

236 

June 15,.78. 

241 

Dec.28,78 

245 

Mar.29,79" Mar.27,80 

250 

'May 26,80 

260 

Jan.], 81 

262 

Aug. 3, 81 

Demand Deposits 

Time & Savings Deposits 

Indlvi 
duals 

Institu 
tions 

Indlvi 
duals 

Institu 
tions 

7-15 days (rnin.LE.
100,000) 

15-30 days * 

1-3 months 

3-6 months 

6-12 months 

1-2 years 

2-3 years 

3-5 years 

5 years 

Savings Deposits 

Lending Rates 
Minimum-Naximum 

CBE Discount Rate 

2.0 

3.0 

4.0 

4.0 

5.0 

4.0 

7-F 

6.0 

2.0 

2.5 

3.0 

3.5 

4.0 

3.0 

4.0 

5.0' 

5.5 

6.0 

5.0 

8-9 

7.0 

2.5 

3.0 

4.0 

4.5 

5.0 

4.0 

4.5 

5.5 

6.0 

6.5 

7.0 

5.0 

9-11 

8.0 

5.0 

5.5 

6.0 

6.5 

7.0 

7.5 

8.0 

8.5 

6.0 

10-12 

9.0 

4.0 

5.0 

5.5 

6.0 

6.5 

7.0 

7.5 

8.0 

8.5 

6.0 

10-12 

9.0 

4.5 

5.5 

6.0 

1.0 

7.5 

8.0 

8.5 

9.0 

9.5 

7.0 

11-13 

10.0 

4.5 

5.5 

6.5 

7.5 

8.0 

9.0 

9.5 

10.0 

10.5 

8.0 

12-14 

11.0 

5.0 

6.0 

7.5 

8.5 

9.0 

9.5 

10.5 

11.0 

11.5 

8.5 

13-15 

12.0 

5.0 

6.0 

7.5 

8.5 

9.5 

10.0 

10.5 

11.0 

11.5 

8.5 

13-15 

12.0 

Interest rates for 15-30 days'deposits had a minimum amount required asTill March 29, 1979 Minimum of L.E.From March 30 1979 till December 31. 1980 Minimum of L.E.Erb .Januuary 7. 1981 till present Minimum of L.E. 

follows: 
10,000 
50,000 

100,000 


