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FOREWORD

¥4

Objectives

The Government of Egypt and USAID commissioned a Survey of the Banking
Sector to present a review and analysis of the sector's characterist-

ics, operations and regulatory framewerk. Special i -
rected. to.the hanking sectar's nractice in rea or term lending
i ) sector. This review and analysis shoy

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. E

Methodology and Structure

The Study Team (the "Team") in undertaking the Survey of the.Bankihg
Sector (the "Survey"), relied.on published ‘data-of a large number of
banks, and obtained.the i i : Bank of

Egyet in supplying the Team with aggregate and sectoral data on the
anking sector. : _

In addition to published information and aggregate and sectoral data
provided by the Central Bank, an extensive interview process was un-
dertaken by the Team covering twenty banking institutions, Exhibit I
details the institutions interviewed.. Key officers interviewed in
those institutions are listed in Exhibit IJ.- Along with the inter-
view process, the Team did gather data through a questionnaire which
was distributed to the sample- banks covered by the Survey, Exhibit
111 contains a copy of-this.questionnaire. T

It should be noted that all four sources of information. contributed ..
to the understanding of the banking .sector's characteristics and
operations, The results obtained frop zpe guestionnajres were less
than_complietely satisfactory. Some of the data requested was not
recelved Decause 1t 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 verv syccessful and the Team obtained the ful]
cooperation 07 most of .the institutions visited. -

The team believes that the data supplied by the Central Bank did pro- -
vide the-Study with aggregate and sectoral information needed 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 tilieves 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
orivate 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.ability to provide an increasing volume of
term lending to the private sector. Such an understanding shouid
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 law 163 for
1957, law 120 fer 1975 and certain articles of law 43 f§E i§24 as
amended Dy Taw g2 for 1977.. In a 1tion, the CBE issues periodic
FE§UT3TTB%§“?EWETH?§‘TET%%e traditional use of..monetary 1nstruments
such as liquidity ratios, reserve -requirements, etc. Lately, how-
ever, following the letters of intent and other understandings reached
he International Monetary rund, TRe CBE resorted to more direc
s of intervention in- the banking sector's operations. These -
~have been in the form of ceilings on credit expansion for the economy
as a wnole or for selective sub-sectors of the economy. The current -
ceiling on credit expansion imposed by.the CBE as a percentage of
eacn indiviudal bank deposit base (65%) in-Egyptian pounds.seems to .
be the most constraining factor on the~banking-sectorg'abiiity to exte
credit at the present time. Furthermore, the narrow range (tw -
centage points) set . Lactor
- does not allow for the needed flexibility in discriminating foi 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 .a central 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 porsesses a Jess 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 1is 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-commercia] banks in-
clude 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
regaL ng_unifs. The first is the Arab Interna-
tional Bank organized through an international treaty between the
covernments of Egypt, Lybia, United Arab Emirates, Oman, Qatar, in
addition to some private arab participants. The second institution
is the Manufactur st _Company's offshore branch. All
other banking institutions operating in tgypt tall under the super-
vision and control of the Central Bank of Eqypt.

Our survey of .the barking 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. 4,033 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 189% 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 sectoer's
deposit base stands at L.E. 10.8 billion, of whi ..3.855'bi1-

1110n 15 T YOTEIan _currency equivalents.

27 Successive increasesin ig;gna;i_niigg_ggig_gg_gjme and Savipgs

# deposits, and the exempfion of such revenues Frem taxation Eave

" yielded sustained growth in time an 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 dinternational
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 66% of the same total in 1981. An-
other reason for the substantial increase in foreign currency
deposits is the ability of individuals to realize substantial re-
turns through arbitrage operations. jtr erati holdin
foreign currency deposits.yielding higher rates and borrowing
E§zpfT3n“pUunUs-gUETEﬁfEEB'BT'EUEE'HE§6s1ts, paid up handsomely
untiT-IRE"CBE JECTEed that debtor rates 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 51% of deposits in 1981,

3. The private sector deppsits with the banking sector amounted to
L.E. 6 a December 31, 1981. Such a deposit base
1s divided into L.E. 1,752 mi1130n In demand deposits, L.E. 4,60]
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million in time and savings deposits and L.E. 603 million in ear-
marked deposits. These deposits held by theprivate sector re-
present b4% of the total deposit base of- the banking sector. In
terms of categories, they TEPreseNT 52% of toia] demang oeposits,
/5% of total time and saving deposits and 44% of earmarked deposits
of the banking sector as a whole.

about 12 months in Egyptian pounds with the mode (most frequently
observed) a months. With respect to foreian currency time and
savings deposits, the average maturity is about 60 days with the
median maturity equal tU~30Gays. 1In this regard 1t 18 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 iar in terms of the lengthening oFf deposits™
maturities (up to ten vears 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 Goldep Certificate offered

by Egyptian American Barik) may hold the key to future innovations
and creativity by the banking sector in an attempt to lengthen the
maturity of its deposit base.

. The ayerage maturity of time and savings deposits is estimated at

. 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 . , million in
December 31, 1978, and have grown to L.E. 8,024 million in Decem-.
ber 31, 198]. This represents a growth rate o 22%, 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 Tevel of L.E. 2,268 million in December 1978 to L.E.6,523
million in December 1981. This reflects = 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.14§Ul million
equivaient in-December 1381 from a level oF L.E. 745 million equi--

valent in December 1978. This reflects a growth rate of 513% or
an average annual growth rate of 83%. *

. 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 lToans and advances offered to the tota] business sector.
Total private business loans and advances grew from L.E. 687 mil-
I1on Tn December 1978 to L.E. Z.120 miTlion in December 1981.

This is a growth of 500%, ©or B2% per ‘annum. As 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
Tevel of 38% in December 1978 to 51% 4n EEE!. .

As stated above the private business sector received loans and
advances from the banking sector in 198] amounting to L.E.4,720
million of a total loans and .advances offered by the banking sec-
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tortothe business sector amounting to L.£.8,023 million, or
51%. . Loans and advapces to the private businass sector with
maturiti€s o1 Qver one year have increased from a level of L.E.97
million 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 witnessed a growth of 1256% between December 1978
and December 1981, or 140% per annum. In contrast, the loca)
currency component grew by 436% during the same period with an
annual growth rate of 76%. .

7. The concept of rollover of short term Joans is quite popular in
the banking sector, especially with public sector banks. At one
such institution, the Team was told that if ro]lover was taken
info account, then 50% of the loans_af this public sector bank

to the private sector are medium term (over ? yearsy, and 40% of
the Toans to the public 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 respact to the banking institutiohs,nthe Study found the
banks to be facing severe problems in managing their liguiditv

in_tgyptian pounds because of the LBE's requiation requirin tha
credit eXTEnsIon De equal to 6b% T the 1na1v13ua| Dank's de 051%

base. In accordance wi e ation,

)
=28 d . th the CBE PEQUTAT lﬂESEEEEE:Eéﬁagifg
are not fo be included dip the Pank's deEosit base, even on a net
iﬁyi?;L therefore, the need for and the raison 'etrg"?or an inter-
b

ank market in Egyptian pounds may have been completely obliterater

As for the liquidity management of foreign exchange, the Study

found most banks to be fairly liquid in and are
most] yMMMbank
borrowing and foreign 1ines of credit are abundant but not often
used due to the banking sector 's general over liquidity in

foreign currency. [4 is only recently, and in view of decreases
in_certain sovereign revenues ]1ke petroleum, that the public

se?{mmm der part of the ShortTalT
throuah the_commercip] banks forel ecomplex. In addi-
tion, the CBE received a $ 200 million term facility by a con-

sortium led by Chase Manhattan Ltd. This facility is being :
offered to the CBL for a period of two years at a spread of 5/8%

%xg;TLlBﬂR’ with the borrower having the option to renew the
acility for one year at a spread of 3/4 over LIBOR.

S. The management of ]ﬁggjditz varied Ereat]z among_banks which were
interviewed. Some banks have a 1ghly sophisticated system for
their liquidity management, others use very primitive ratios and

Jjust attempt to be within the guidelines of the liquidity ratio.
set by the CBE. The management of liquidity is most notably

6
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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% of the total branch balance
sheet.

Other sources of funds may be made available to certain of the
specialized public sector banks in the form of advances or Joans

made by the CBE. 1In addition, certain international Dodies have
provided concessiona] loans to specialized banks like the Deve op-
ment Industrial Bank (Toans offered by 1DA, USAID, QPEC fund, :
Africon Development Bank, I1BRD, etc.). Misr/Tran Development Bank
was also the recepient of a $ 30 million loan from the World Bank
in December 1980. In addition MIDB was innovative in tapping the
Tocal capital market through the issuapce of floating rate certi- €
ficates of deposits. The team is not aware of any present attempt
to follow suit in the .local market. In the Eurobond market, Arab
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 ﬁ&;i%&%l_ﬁim&JH;LSXDi is preparing to launch a float-
ing rate note o 0 million with 5 years maturity. The National
Bank of Egypt Syndicate is lead managed 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 pature. = 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 sequestration and nationalization, many of the private
sector firms opera¥ing in Egyptian market are highly undercapital~-
ized and their stgfed equity capital do not, in any form or shape,
reflect the companies networths OFr IUstity 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 holder‘’s view.

The team found that policies of setiing limite to any
one client vary from one institution o the other. Usually, such .
a 1'mit 1s set as a percentage of the bank's. networth. In addi-
tion, and in accordance with the Central Bank's regulations, a

commerci an 25% equitv participation ‘in

any_project, Furthermore, the banks usually cet a 1imit on their

exposure to any one project as a percentage of their total net-
worth. Secforal] limits are set per industry or line of activities.
These sectoral 1imits may not be writen down but are always
present when approving new projects or loans. The procedures of




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 banking sector is heavily biased toward
requiring guarantees and collateralization of loans. 1n most cases
a commercial and or real estate mOTTage 1% necessary in medium
term 1ending. Other types of guarantees vary according to the
kind of Toan and maturities. Acceptable guarantees include
aqriculiucal crons, merchandise and other goods, stocks, bopds,
bills, contracts, ipki ies and personal quarantees.

14. It was the finding of the Team that most banks adhere to the CBE's
tarrif and that effective interest rates are based on the anayal
rates of interect detad ! CBE's regulations with interest
charged on a monily haé;gé;ﬁ?Zﬁhﬁgfgg-ﬁ'?FFFﬁﬁﬂﬂﬂﬂ?TTF somewhat
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 va
between one half dnd one percentage point Bepena1ng on the size

of the loan and quality of the borrower with comnittment fees ysu-
ally levied at one percent on undisbursed balancec.

Constraints

The Survey found that there were major obstacles to increasing the
flow of funds to the private sector. These obstac]es 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 long awajted marrigge of
arab capital, western technology and gyptian manpower,

- Futhermore, the instability of economic Rolicics and frequent
changes of laws and re 1ons affecting various types of econ-
omic activities have been found most discomforting and destabij~-

lizing to the investors' confidence in the declared economic
policy. In this context there was wide agreement that the
Government 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 ab§gggg of clear .




Relicies outlining the functions of the private and public sec-
tors respectively. Others Teel That there 1s a clear cuf and
unmistakable bias for the public sector. 7

Several of the key executives interviewed have complained of the
lack of a proper spokesman for the private sector. This insti-
fUTTBﬁ'EF‘pE?Eﬁﬁ“?ﬁEUTE-ﬁBite the private sector's diverse or-
ganization 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 sertor 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 pres-
sures on the willingness of investors and business to undertake
investments in Egypt. 1In the aftermath of the tragic incidents
of October 1981, and 1in 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 destabiljz-
ing factors referred to earlier,

The lack of adeauate infrastructure or ind ia] estates may
have contributed to the reluctance Oor unwillingness of investors
to undertake industrial projects.: Finally, the lengthy proce-
dures and multiple approvals and bureaucratic nightmares which

- the investors have to undergo add-an additiona) constraint on the

investors' willingness to undertake projects.

‘Bureaucracy and red tape was often cited as one of the most dis-
couraging factors a?fecting investments in Egypt. Multiple
approvals procedures and a prolonged system of sectora] cledrings
add substantially to a project's ]ead time. Despite announcements

to the contrary, the Government bureaupracy is yet to cater to
the needs of the investor in terms’ of speed of decision making

"~ and approvals:

\

In addition to the frequent changes in laws and regulations re-
ferred to earlier, the Survey found that economic olicj e
somewhat unrealistic in theijr attempt to KEep Tthe value of the
Egyptian pound pegged at an unrealistic and ficticious level.

Bankers and businessmen interviewed would like to see a rectifi-
cation of such a state of affairs andla deva uation of the pound
to a level at which the Government can—m errere in support o

the national currency and at which level, the Egyptian pound
becomes convertible or close to convertibi]ity. s

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-



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 s 1l.0=L. 5. 1.20. Such projects having to rely on earnings
agenominated in Egyptian pounds are facing, with their bankers,
serious problems.

Investors and bankers have, at times,-voiced opinions about the
use of fiscal policy to encourage certain types of projects. For
instance, the lack of custom protection for E tian industries
which are suffering Trom the 5estruct1ve competition 0T imports
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 wiin the projects submitted to the
banking dnckitutions for financing and the Timits on Ihe SecTor s
ability to increase the flow of mec 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: )

- Many bankers have complained of the ] 11 studied - and/or

%?QS%FELDEQJEGIS. In this regard, complaints have centercg on
e 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 forevery project submitted. Banks would rather
use such talents in the apprajsal of feasibility studies already
prepared, to determine their relative attractiveness for financ-
ing or equity participation by the bank.

- The general Jack.of m 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 ricskinecs of the project;
thereby making it financially unfeasible, or requiring a higher
level of guarantees and collateralization.

- Another area of relative concern wa ilability of entre-
%ﬁgﬂ&gﬁiﬂl.l&d:uxtsnor people with 2 proven track record in Indge-
ries or 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 Tikely that it will turn
it down.

- Banks have often complained of the lack of proper capitalization
of many projects which are submitted to their attention. 1S
not uncommon .that proiecteeiddbmaselow as 159 +n 20Y anticipated
equity capjfgl, are being presented to the bank's attention. Such

10
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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 laborere
in cértain of the industries under CoNETRETIrIT, and the periodic
unavailability of raw materials. If these two components are
GfMiavaiiable,it certainly affects the total riskiness of the pro-
Ject and makes it less 1ikely to be implemented.

TheNability of the banking sector to lend medium and long term

loans Ny general is severely curtailed by the maturity structure
OT their Weposit base. The inilexibility OF ihe Central Bank

regulations with respect to creditor interest rates does not
allow the banking institutions to expand their longer term de-
posit base. Given the above situation, it should be noted that
there is a 1imit 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 the banking institutions operating in countries with
developed capital markets, the management of banks in Eqypt is

a management of assets rather than 11ab117ty management. 1n-
TTTTUtions operating i1n the Egyptian market, to0 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 their respective maturities risk profiles.

- The, spread stipulated by the CBE in terms of minimum and maximum
interest charged by banks on loans does nof a3 e- e -Tehd-
ing institutions the needed Tlexibility to differentiate between
different maturities and different Tvpes Of econom’c activities.
In th1s 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 with the 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 lack of proper profit motivation on the part of banks made
them reluctant to undertake project iending SInce SMUPTER 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

1



incurring losses on a given operation exists. The fact that
there is a risk-return type of equilibrium and that the possibi-
lity of losses exists, is yet to be psychologically accepted.
Therefore, many banks' execuytives are reluctant to take calcul-
ated risks and prefer the more sheltered traditional, and in
many ways more profitable, commercial short term activities,

12



INTRODUCTION

The pronouncement of the open_door palicy in 1975 by the late President
Sadat aimed at accelerating the pace of economic development through
the liberalization of the ecoriomy 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 & more liberal economy was meant to be a gradual process
rather than a radical break with the past.

In impiementing the open door policy, a number of policy actions were
introduced in order to mobilize resources, buth external and domestic,
to enable the achievement of rates of growth commensurzte with social
and political aspirations deemed apprcpriate at the time. The Egyptian
qovernment at the time faced severe shortages in foreign exchange

funds required to undertake ambitious progrems OT economic and social
developmert. To 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 expatriates.

Following the Ociuber war, several factors, political and econ-
omiC, 1ed o 8 mass1vg_1n%|guof external assistance to Egypt from
both arab and western countries. This period also witnessed the

institutionalization of several of the assistance programs which were
provided by western and arab countries.

In addition to the foregoing foreign assistance, foreign exchange re-
sources were also provided by the increasing impurtance o e

S ——— . . .
sector, workers' remittances, and the Suez Canal, as source of foreign

exchenge to the nationa] economy.

On the domestic side, the government- policies aimed at the mobiliza~-
ticn of private and public resources toward increased, forced and .
voluntary,.savings and the channeling of such rescurres towird- 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 oY increased savings in the banking sector, but also contri-
buted tr 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 din attracting savings into -the
banking sector is evident by the .large increase in the deposit base
of. the banking sector, which reached L.E. 10.3:bi11ion by December 31,
1981, from a level of L.E.4.3. billion in 1978. 1In 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
stanticlly to the efficient mobilization of resources, -
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The increased resources available 1o 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 Egvpt, with USAID's assistance, is atftempting to
promote private’'sector investment in productive projects. It is
suggested that one of the constraints zffecting 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, & 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 sectci. Once the
constraints are determined, solutions to the perceivec obstacles to
term Jendina to the private business sectors are then suggested.

Other parts of this survey desl with the regulatory framework of the
banking sector (&nnex A) with the view 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, the Curb Market, Islamic Banks, Insurance Companies
and Finance Companies are briefly discussed.
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HISTORJCAL OVERVIEW

The mid nineteenth century witnessed the introduction of banking in
Eoypt. Examples of such banks are "The Egyptian (Misri)Bank in 1856,
the Anglo,Eagyptian in 1864, the Othmany in 1867, the Comptoire in
1863 and the Credit Lyonnais in 1874(1)". These banks estab]ished
by foreign institutions and/or foreigners residing in Egypt played

8 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 pro-

. minent 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., 54.4 million in contrast
to L.E.4.5 million for commercial banks in 1914 (3). The dominance
of the real-estate banks probably reflected the pattern and structure
of 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 pro-
minent in the banking sector's heritage until the present time), in
addition, these banks assisted and established some of the early 1in-
dustries in Egypt which were predominantly foreign owned. It is only
after the first world war that Egyptian capital established jts 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 prcsper and grow even through its financial crisis
in 1939 when it borrowed L.E. 2.25 million from the Nazional 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 arow tnrough the Jate 1950's when its deposit base
reached L.E. 100 million in 1959, representing 40% of the total bank-
ing sector's deposit base, and contro]led companies with capital

ten times its L.E. 2.0 million capital (5). '

(1) Morsy, Fouad: "A new look at tine composition of the Egyptian Bank-
ing System". L'Egypt Contemporaire, October 1971, P. 723 (In Arabic)

(2) 1bid

——

(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 Eayptian banks were established,
such as Bange du Caire in 1952, as well as the Gomhouria (Republic)
Bank 1in 1955, in which the government participated. 1In addition,
1951 witnessed the authorization of the National Bank of Egypt to
undertake certain of the functions of the Central Bank in accordance
with Law 57 of 1951. This law authorized the National Bank to
exercise banking and monetary control. The Jaw supplemented powers
already bestowed on the hational Bank as 3 Central Bank in the area
of banknotes' issuance which began in 1899,

Following the 1956 war, the government Egyptianized many of the
Toreign banks operating in Egqypt through Law 32 of 1957, During the
seme 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, 211 banking institutions operating in Egypt were fully na-
tionalized in accordance with Law 117 of the same year. This event
was followed by & series of mergers which reduced the twenty one
commercial benks operating in Egypt into eleven banks. Futhermore,
in October 1963, another series of mergers reduced these eleven banks
into five. These were namely: The Nationa] 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
1nto one which emphasized functional specialization in terms of
foreign trade, local trade and agriculture, industrial and finally
services. Thic latest form of specialization was again cancelled in
the early seventies. The establishment of the Arab African Inter-
national Bank and Arab International Bank ac two offshore banking
units in Egypt took place in 1964 and .]197] respectively. Table 1,
below enumerztes 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 1977
signaled & 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 govern-
ment introduced Law 120 of 1975 to organize the Central Rank and the
banking sector.

(6) Ibrahim, Mohamed Nabil and Hafez, Mohamed Ali, Practical Aspects
in Commercial Banks Policies, Cairo 1969, pp. 19-2T. (In Arabic)
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Banks Operating in Egypt
As of December 31,1973

Central Bank of Egypt
Public Sector Commercial Banks:

National Bank of Egypt
Banque Misr

Bank of Al2xandria
Banque du Caire

Public Sector Specialized Banks:

Arab Land Bank
Credit Foncier Egyptien

Principal Bank for Development and Agricultural
Credit

Multinational Offshore Banks:

Arab African International Bank
Arab International Bank

TABLE 1




The Present Benhing Sector

The new open door policy substantially affected the composition and
structure of the banking sector. As mentioned above, the banking
sector was composed of four commercial banks and three specizlized
banks (see Table '1). At the time and as explained ea:-lier these four
commercial banks first specialized according to sectora) patterns and.
leter, to functional patterns spanning all categories of eccnomic
activity. In this regard for instance, the National Bank specialized
in finencing 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 Alexandriz 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 function-
al specialization wes zbolished in the mid 1970's and the public

banks were given the flexibility to pursue the financing of all types
of economic activities within the framework of the newly enacted bank-
ing law 120 of 1975, which afforded these public sector banks a greate
degree of flexibility, in addition to the restructuring of the Centra)
Bank in a more autonomous format.

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

First, the Development and Agriculture Credit Bank, which finances
the subsidized production credit program of the agriculture coope-
ratives. 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 sactors industrial enterprises.

up to 15 years.

The enactment of Investment Law No. 43 of 1974 allowed several foreign
banks to enter the Eayptian market by formii.> joint ventures, as wel]
as establishing branches to operate in this market. 1In 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 governwent owned commercial banks. The other
banks operate exclusively in Toreign currencies and are supposedly
primarily engaged in investment or merchant banking. A listing of
the number of institutions within each category such es commercial,
investment or merchant, branches and other categories is included in
table 2 below.
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The stetistical information available from the CBE includes & set of
informztion labelled the "banking system". This includes the follow-
ing categories: >

The Centrzl Bank of Egypt

The Public Secilor Commercial Banks

3. The Joint Venture and Private Commercial Banks
4. The Specizlized Banks.

1.
2.

The "Team" found this definition inadequate for the purpose of the
Survey for two reasons. First, it does not include either the busi-
ness 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 toth 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 indirec:.

For that reason we adopted another deTinition which we believe would
be more suitable for the purposes of the study. In our Survey, we
are considering the banking sector &s. composed of all banks operating
in Egypt under the supervision of the Central Bank of Eoypt. This
definition covers six categories of banks which are the fcilowing:

i) Public Sector Commercial Banks.

11) Joint Venture and Private Commercial Banks.

..
.

. .

)
)
111) Business and Investment Banks.
)
)
)

1v) Branches of Foreign Banks.

v

Vi

Development Industrial Banks.
Other Specialized Banks,
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TABLE 2

Banks Operating in Egypt
As of December 31,1981

Number

* Central Bank of Egypt ]
* Cvomercial Banks:

- Public Sector | g

- Private Sector, Egyptian Owned CE;?;E?

- Private Sector, Joint Ventures 11
* Public Sector Spegia]ized Banks:

- Arab Land Bank : 1

- Credit Foncier Egyptien ]

~ Development Industrial Bank of Egypt , ]

- Principal Bank for Development and Agricultural

Credit 1

* Investment or Merchant Banks:

- Egyptian Owned T ) C kD)

- Joint Ventures 6
- Branches of Foreign Banks 19
* Free Zone Banks | | 1

* Other Instjtutions:

- Nasser Social Bank "
- Representative Offices of Foreign Banks 29
- Multinational Offshore Bank 1
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In the following 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 ard loan portfolio.” This anal-
ysis is initially made for the banking sector as a whole, thereafter,
in somewhat less detailed form, for each category or group of banks
(i.e. Public sector commercial banks or branches of foreign banks
etc.). e objective of such a review is to highlight structural
changes wirfch 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 and a
user of such funds. As the genera) emphasis of this Study is on term
lending to the private sector, the review will pay perticular atten-
tion to term lending to the private business sector. The review will
also attempt to describe and review the deposit structure of the bank-
ing sector, followed by 2z review of the deposit base of each category
of banking institutions. 1In this regard, the Survey attempts to high-
light differences between local and foreign currency deposits and
their types (time vs demand or ezrmarked). Special emphisis 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 of
such funds. The review begins with the banking sector followed by
commercial banks. Within the commercial banksg' category, the study
decomposes the statistics for public vs joint venture and private
commercial banks highlights their respective characteristics. There-
étter, the Study reviews the business and investment banks, the
brariches 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, how-
ever, being made on the Survey cata, questionnaires and interviews,

in aggregzte form for qualitative insights and interpretation of data
representing structural chanoces of trends which would have otherwise
been unncticed by the Study team.

The Banking Sector

Our study covers the Banking Sector which, as previously explained,
wes found to be most suitable. However, for purposes of analysis,
we fcllow 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 high-
lighting 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 notwith-
standing, the banking sector grew at substantial real rates during
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trne last few vears. It is first noted that the total balaznce Sheet
of the banking sector (excluding the Central Bank) stands at L.E.19.3
billion es 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-
senis & total growth rate of 129%, or an average annual increase of
over 32% since 1978. Exhibit (1Va) details the balance sheet of the
banking sector for the period 1978-198]. ‘ '

During the same period the deposit base for the banking sector grew
irom L.E.4.2 billien to L.E.10.9 billion. This represents a total
arowtn rate of 153% or an average rate of growth of 36% per annum
over 1978 ficures. Exhibit (VD reflects such growth with Exhibit
(1V¥¢, ceteiling the breakdown of such & arowth in the deposit base by
cetegory of depositor and type of currency (local and foreiagn for
the period December 31, 1978 through December 31, 1981. In this -
regard, a comparison of the arowth of local currency versus foreign
currency deposits yields average growth rates of 369 and 389 per
annum respectively. A comparison in accordance with the type of
deposits reveals that demand deposits grew by an average of 22%
annuelly and earmarked deposits grew by an average growth rate of
20%. '

L.E. deposits have experienced substantial growth in spite of the
tact that interest rates have been negative with respect to inflation.
This can be attributed to & number of factors. The growth of the
economy and its concomitant increase in the money supply have led to
an increase in holdings 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) anc & shortage of alternative investment options accounts
for the recent rapid growth in L.E. deposits. However, FC deposits
grew by more tharn  LC deposits, indicating that people are aware
of the negative interest rates and are adjusting to this by shifting
away from L.E. into FC.

With the zim of lengthening the maturities of deposits in mind, the
Centrel 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 ceneral trend reflecting the continued weekness experienced by
the Egyptian pound in contrast with foreign currencies, and the con-
comitant portfolio decision changing the composition of asse“s held
in foreign and local currencies. This trend was encouraged by the
continued high interest rztes paid on foreign currencies, especially
tne dollar. 1In addition, large inflows from Eayptian expatriates
sti11 working in the Gulf tended to bias the tota] composition of
local and foreign currency deposits in favor of the latter.

Increzses in interest paid on loca) currency deposits did change the
portfolio composition within the Jocal currency bese. This is re-
flected in the relative prominence of time and savings deposits-in
1981, representing 51% of the tota) loca] currency deposit ba:ie in
contrest 1o 40% in 1978. But those incresses in interest rates paid
on the locel currency time and savings deposits did not, however,
stop the continuing shift in the portfolio composition out of Jocal
and into foreiagn currencies.

This shift in the portfolio composition out of Tocal currency and

into foreign currencies reflects various economic realities. First,
1t reflected. the pegging of the Eayptian pound to unrealistic exchange
rates. Second, it reflected the continuing inflationary presures on
the Egyptien market and their impact on the Egyptian currency. 1In
this context, it also highlighted the urreasonable setting of creditor
and debtor interest rates by the monetary authorities on the local
currency. Tnhird, it reflected the disquilibrium situation which
allowed for substantial profits to be made in arbitrage operations

by placing funds in a foreign currency time ceposit (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 unrealistically low rates. This
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 tota] deposit base experienced an annual
average rate of 36% between 1978 and 1981. For the same period, the
private sector's deposit base grew by an average rate of 469 per an-
num. 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 the reasons explained earlier, the
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time and Savings deposits in foreien currency grew from & mere 35%
of total ‘privete sector time and szvings deposits in 1978 to 49% in
1961. Time and saving: deposits in foreign currency held by the
private sector experienced an increase from L.E. 366 million in

1976 to L.E.2,234 million in 1981, with an éverege annual growth rate
of 3% in (his 'deposit category.
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Locans 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. 4.7 billion in 1978 to L.E. 9.5 billion in 1981. This is a tota)
increase of 132¢% reflecting an average annual arowth rate of 32%.
Exhibit (1Vd) reviews the Toans and advances to the business sector
with special emphasis on lending to the private business sector by
sector ov activity, maturity and currency. During the period 1978-
1981, 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 increzsed from L.E.0.7 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 nf

loans to the total business sector have risen from z level of 28% in
1978 to 51% in 1987.

In Tocal currency, the percentage of private business sector to total
business sector increased from a-level of 22% in 1978 to 41% in 198]
with the foreign currency portion increasing from a Jeve] of 87% 1in
1578 to 97% in 1987,

Long term Tending is less lucrative for bankers relative to the pro-
fitable short term lending opportunities that exist. However, banks

do make term loans to: protect an already existing client relation-
ship; 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 be
financed; or, in the interest of prestige, as the ability to make

term loans is a function of a bank's strength and market position.

Business sector Lerm.lending, however, -increased from L.E. 141 million
n 1578 (6% of total business sector loans) to L.E. 835 million in
1981_(10U.4% o7 total business sector 1633%).This is .an increase of
£52% or an average annual raie of.growth of 81%.. The composition of

term lending also changed. The private business sector's share of

term lending increased from 69Y™3m 1978 to a level cf 84% in 1987.
—— i ¥

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 1378, of which L.E. 97.] million
was in more than one year meturity representing about 14%. There-

fore, althouah total lending to the private husiness sector increased
substantially and its term lending camponent more than quipty Ted
(trom L.£.97.1 milTion in 1978 to L.E. 530.8 million in 1981), the
volume or amounts of term lending as a percentage of total lending to
the private business sector decreased from aboUT T4% T6Sround 13%.
otated difTerentTy, the volume of short term Toans has been increasing
at rates higher than those experienced by the term lending component
inspite of the relativeiy Jarge base which.originally represented
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short term credit to the private business sector,

ks &t the end of 1981, the following reflects the lozns and advances
cituetion in terms of sectors of activities: the commercial activi-
ties ére predominant with respect to total loans to the private
bysiness sector representing over A48 0T ThE tocal at the end of 198].
On ine shorter end oT the maturity, thz commercial activities are

ever. mrre predominant with over 53% of total short term loans and
scévences et the same date. In contrazt, term lending for commercial
activities represents only around 13% of {GTa] term Tending to the
pravete business sector. With respect to other types of economic

activities, the a91};&%1Iﬁ€7_§E%E§I:£Qmmandsca:ﬁéﬁgg?f7§_5?t§§§a1
lending to private“business sector. SRort maturities to THE private
saricultural sector represent about 6% of tota] short term lending
to tne private business sector with term lending representing 17% of
totel term lending to the private business sector. The service
sector's share of toteal lending to the private business sector is
close to 17% witn the shorter end representing about 15% of tota)
short term lending and term loans representing 32% of total term
loans to the private business sector, Finally, industry commands a
total of about 28% of tota) 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, perhaps Table 3 be]ow will assist
in the analysis.

1Term Lending&to the Private Businesé Sector

by the Banking Sector
(L.E. Millions)

. — Volume as of  Percentage Average Annual
sector of Activity 12/31/1981 of Total Growth Rate
19781981
Agriculture 87.8 17 83
Industry 202.1 cééap 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 actiyities, 70% of all term loans are made with the latter
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increesing et larger rates of growth (100% per annum). The increase
in-term lending to the services sector reflects the recent arowth
trend in services. Private business Sector involvement in service
Of7ented 1ncusiries is quite apparent especially in areas like tourism,
end office building, which witnessed substantiz] investments in hotels,
hile cruises, restsurant and luxury office buildings.

R _—

The figures presented in table no. 3 above do not fully describe the
volume of term lending advanced to the private business sector. It
goes, however, accurately present the statistical data obtained from
the Central Bank. The reason is the frequercy with which roll-overs
Qi _short term loans are being practicEd Dy Teny LaRking institutions.
Our SOTVEy revealed thas It 15 primarily the public sector banks and,
to & lesser degree, joint venture banks, which roil-over short term
debt so that it effectively has a maturity period of over one year.
Ine 65% 1imit is not old ennugh 1o permit conclusions to be drawn
&bout 1ts eitect on roll-over at this time Ut course, all other

T Ras EEUeT T regulation ought To influence the magnitude of roll-
over negatively. In certein 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 figures presented in_the aboyve table and other
Exhibits in this study may be understating actual term lending. The
magnitude ot such understaiements, 17 any, could not be generalized.
They will differ according to sectors of activities, type of banking
institutions and borrower. ' :

Lhe Loan/lepasiy ratio was calculated for the banking sector as a
wnole as of December 31, 1981, and found to be equal to approximately

87% excluding interbank deposits. It should be noted that this ratio
Tell from a level of about 95% in 1978. 1If an attempt is made to
develop this ratio for private sector funds, 1t.will be found to

equa] about B9 given that the numerator is ‘equal to total loans and
edvances to the private business sector as-given in Exhibit (IVd), and
the denominator represents deposits of the private business sector

¢nd the household sector (individuals, non-profit organizations and
roreign institutions operating in Egypt) as presented in Exhibit (1Vc)
The above ratio for the private business sector ic equal to 68% and
48% 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 house-
hold sector, the percentages given here may understate the extent to
wiich 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 willion (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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17 furtiner enelysis of the Loen/Doposit ratio is undertaken to deter-
mine the relationship between term depesits and term lending in
privete sector funds, it will be found that total Loen/Deposit ratio
is eguzl to 11.5%, with the numerator representing total term loans
to privete business sector as in Exhibit (1Vd),and the denominator
representing total time and savings derosits Ly the private sector

es deiined earlier and in Exhibit (IVb). The loca) currency component
Tor the zbove ratio is 14.6% and the foreign currency portion is
equel to &.3%.

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

Based on the premise of a czusa) relationship between the growth in
credit, liguidity and inflation, the central banking authority
attempted to 1imit the growih of liguidity and have jts arowth com-
mensurate witn the expected arowth of the national product. Hence
the CBE made an estimazte of what was considered an acceptable rate

of growth of licuidity and the corresponding credit expansion which
wes linked to the deposit base. This exercise fielded a loan/deposit

ratio of 65% which was deemed appropriate for the period through the
2nd of June 1982,

This global ratio was accompanied by sub-limits for credit expansion
to the commercial private activities and the household sector. The
sub-1imits were determined as percentages of the loan and advances
balances of each sector as of September 30, 1981. These percentages
were 9% annually for the commercial private sector and 7.5% for the -
household sector. .

Banking System/Sector Comparison:

A comparison of the Banking System and the Banking Sector must begin
by anzlyzing the basic differences between the-two, and then assessing
the significance of these differences.

Table A .
Composition of the Banking System and -

Banking Sector

Banking System Banking Sector

. Public Sector Commercial Banks
. Joint Venture and Private

Commercial Banks

. Busiress and Investments

Banks
. Branches of Foreign Banks

5. Development Industrial Bank
6. Other Specialized Banks

Central Bank of Egypt.
Public Sector Commercial

Banks
. Joint Venture & Private

Commercial Banks
Development Industrial Bank

. Other Specialized Banks
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Tebie B

The Banking System vs. The Eanking Sector

Statistical Summary

The Benking The Banking
System Sector
A. hggrecate Figures as of Dec. 198]
(L.E. B1llion)
1. Balaznce Sheet 27.2 19.3
2. Total Deposit Basse 10.5 10.9
3. Time and Sevings Deposits in
FC heid by Private Secior 1.7 2.2
4. Total Loans and Advances 11.0 9.5
5. Totel Term Lending to Business
Sector .98 .84
6. Total Term Lending to Private ~
Business Sector .43 .53
B. Average Annual Growth Rates
(1578-T98T) ~ '
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 474 47%
e) FC T & S Deposits 107% 73%
f) Private Sector Deposits 47% 47%
g) LC Private Sector Deposits 38% 38%
h) FC. Private Sector Deposits 76% 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%



naole Tirst thatl tne belence sheet of both the banking sectior &nd
GANNING system experienced subsiantia) grewth between 1978 end 198).
The Senking System's total bazlance sheet is L.E. 27.2 billion for

1981, the corresponding figure for banking sector is L.E. 19.3 billion.
kespectively, the bzlance sheets of benking system and benking sector
experiencec average annual growth ratec of 169% ~nd 1299,

Deposits

Second for deposits, both the system and sector underwent sizable
arowtn: the deposit bese of the system grew from L.E. 30 billion to
L.E. 10.5 pillion over the 1978-198) period; this represents an aver-
~0e ennuel growth rete of 38%. The banking sector's deposit base

¢rew irom L.E. 4.3 billion to L.E. 10.¢ billion, or by an average of
3€. per yeer. Cleariy, the deposit bezse of each group grew at similar
raies. Likewise, & comparison of the crowth of local and foreign
currencies vields similar results: system's LC grew by 36%; sectors

by 36% &lsc. For foreian currency, the respective Tigures are 42% and
38%.

This pattern of similar growth ratec pervades the entire deposit base
analysis for both groups. Both demand and time and savings deposits
experienced moderate growth; in both ceses, however, a marked port-
folio shift out of Egyptian pounds and into F{ 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 saying 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 FC
denominzted deposit varies for the two groups: for the banking system
it is 74%; for the benking 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. (1978-
1981 period). When compared with FC time and savings deposits held

by the privete sector, though, the figures are much more substantial.
The bankirg 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¢ annuaily. The
banking sector's grew from L.E. 366 million to L.E. 2,234 mi1llion or
by 83%. Clearly, the banking system's time and savings deposits de-
nominated in FC underwent relatively more growth than those cf the
banking sector.

Loans and Advances

The balance sheets of both groups indicate an increase in Loan and Ad-
vances. For banking system, over the 1978-1981 period, loans and
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cavences grew from L.E. 3.4 billion to L.E. 11.0 billion. This is &
total increase of 226% (or 364 average annual growth). For banking
sector the growth is substantial but not as pronounced. Loans and
advances grew from L.E. 4.1 billion in 1978 to L.E. 9.5 billion in

1981, or by & total of 132% (average annual growth of 32%).

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

- than the banking sector. , )

term lending to the business sector grev from L.E. 221 million to

L.E. 880 million for banking system (1878-1981) or by average annual
growtn of 70%. For the banking sector, business sector term lending
grew from L.E. 141 million in 1978 to L.E. 835 million in 1981. This
reflects a total increase of 492% or average annual growth of 81%.
Analysis of the composition of this term lending produces some in-
teresting restlts. The private business sector's share of term

lending 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 were
to the private business sector; the figure ds 13% -for the banking
sector. Contrast this with respective percentages of 15% and 14% for
1978; clearly, although total Tending to the private business sector
witnessed 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 indus-
trial. For both the banking system and the banking.sector ndustry
commanded the most substantia] portion Ofterm loans to the private -
business sector (43% and 38% respectively). Again, in both cases,
services was & close second with 31% and 32% respectively. Agricul-
ture was third with 20% and 17%, followed by commerce with 6% and 139%.

The Agriculture activity category, however, experienced the largest
average annual growih rate of 97% with & yolume of L.E. 85.6 million
~in 1981 for the banking system. For the banking sector, it was the

services category which grew the fastest - 100% annually with a final
volume of L.E. 169.8 million in 19817, : '

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 of ,
December 1981. This ratio fell from 140% in 1978. For the banking
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secior ine Loan/Depesit ratio is &7%. It, too, fell from 95% in 1978.
The Loan/Deposit ratio for private sector funds for the banking system
1S 57%; the figure is 595 for the banking sector. For local currency,
the ratio is 68% for both banking groups and 39% (banking system) and
48% (tenking sector)for Toreign currency.

Firally, the loan/deposit ratio for term deposits and term lending in
privete sector funds is 10.5% for the banking system in 1981. 1In the
seme yezr, for the banking sector, it is 11.5% - not substantially
different. There is a more marked divergence between the two banking
groups wnen the LC and FC components are examined. The LC component
of this ratio for the banking system is 8.7%; the banking sector fig-
ure is neerly twice this at 14.6%. For FC the barikiig system ratio
s 5:4% and the banking sector ratio is 8.3%. )

Commercial Banks

This cateagory of banks ig by far the largest category in the banking
sector. 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 sheet, 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 and advances represent 73%
of that of the banking system.

In perusal of the financial figures of the commercial banks collect-
ively the strong effect of these banks on the banking system in Egypt
is immediately realized. If the .growth trend and moyements in Com-
mercial Banks are followed, it is found that they move in tandem with
their counterparts in the banking system (i.e. the trends are nearly
the same). The totzl Balance Sheet of the commercial banks (Exhibit
VIIT), 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% growth
rete, with an average annual growth rate of 30%.

Deposits

During the same period, the deposit base of the commercial banks grew
from L.E. 3,792 million to L.E. 9,705 million or by L.E. 5,913 mil-
Tion, (Exhibit VII1). This represents a total growth of 156% or an
average annual rate of growth of 37%. The breakdown of ths 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, 1981
is represented below and in Exhibit 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. Avso,
both demand and earmarked deposits' annual growth rates recorded aver-
ages of 22% and 17% respectively. However, time and savings deposits
showed a much higher growth rate of 306% during the period from Decem-
ber 31, 1978, or an average annual growth rate of 60%. Further anal-
ysis of the time and savings deposits reveals that ijts average annual
growth rate in local currency (Egyptian pound) was 46% compared to
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104% for its foreign currency counterpart. The chénge in the composi-
tion 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 cystem in Egypt. In
addition to the sbove 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 deposite
as a percentage of the total local currency deposit base grew from

~ 41%-1n--1978 to 52% in 1987. :

Although the total deposit base recorded a large increase of 158% or
an average increase of 37% per annum, the private sector's deposit
base recorded a much higher growth rate of 222% or an average annual
growth rate of £48%. 1Its local currency component recorded an average
annual growth rate of 37%, while its foreign currency component
registered an average annual growth rate of 749 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 sevings 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 mi1lion 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
banking 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 increzsing 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 leve] 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 urew from L.E.
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¢, 152 million in 1978 to L.E. 6,822 million in 1981, a net agrowth of
L.t. 4,629 milldion or 211%, with an everece &énnual growth rate of 465.
During the seme period, loans and advances to the private business
secior increesed to L.E. 3,133 million in 1981 from L.E. 427 million

in 1978, reflecting & total of 634% crowth rate or an annual average
growifi réie ot 84%. Loans to the private business sector as a percent-
aoe of lcans to the total business sector have actually more than
doublec from & level of 20% in 1978 to 46% in ]98] . In Tocal currency,
the percentzge of private business sector to total business sector
ioens increzsed Trom & level of 179 in 1978 to 39% in 1981, during

ihe seme period, the foreign currency portion increzsed from a level

of 78% in 1978 to 80% in 198].

Moreover, term lending increazsed from L.E. 36 million in 1978 to L.E.
182 miliion in 1981, reflecting an averege annual growth rete of 77¢.
The composition of term lending also chenged during the same period
wnere the private business sector's share of terrm lending increased
Trom 79 in 127& to &6% in 198).

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 cver 97%; this ratio, as of the end of 1981, stands at 89¢
for local currency and 31% for foreign currencies. These figures
clearly demonstrate the high utilization level for the Tocal currency
component to the point that this group is in violation of the Centra)l
Bank of Egypt's limits on credit extension guidelines which set credit
expansion at & limit of 65% of & bank's own deposit base.

Wnen 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 1s total loans and advances to the private business sector
and the denominator equals total deposits of the private sector as
devined in Exhibit I%) with the loca) currency component's ratio

equal to 62% and its foreign currency counterpart's ratio standing at
37% &s of the end of 1981. These ratios mean that the private sector
wes & netl source of funds in both Egyptian and foreign currencies.

The high ratio of 89% for the Egyptian pound component for the commer-~
ciel benking sector, when contrasted vith its private sector's compo-~
nent of €2%, 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 sayings deposits it yields for the
commercial banking sector as a whole, a Lozn/Deposit ratio of 3.6%,
with the local currency and foreign currency components equaling 4.4Y%
and 2.1% respectively. For the private sector the term lending to
-term deposit ratio stood at 4.1% with the loca] currency component
equal to 5.5% and the foreign currency component equaling to 2.4%.
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Public Sector Eznks

This category always had its own special trend due to the nature of
its operations and relationships with the Centra] Bank and Government.
Taking the zbove into consideration, it is important to note that
prior to'the El-Infitah policy (Open-coor policy), the public sector
benks monopolized all banking transactions in Egypt. Even after El-
Infitah the public sector banks sti]] operate the largest segment of
government and public sector transactions. In addition, the relation-
ship between the public sector banks, the Central Bank and government
is & very special relationship such that some even view the public
sector banks &s instruments of the government's monetary policies.

In addition, the board of directors of the Central Bank includes the
four chairmen of the public sector commercial banks. Finally, it
should also be noted that these public sector banks are invariably
the major shareholders in many of the joint venture commercial banks
and/or business and investment banks.

A1l of the factors outlined above make this category of banks a very
special category; therefore, its impact is not limited to its own
operations exclusively. Taking this into consideration, this category,
as of December 31, 1981, holds 68% of the banking system deposit base
and 74% of the deposit base of al) commercial banks. In addition, it
extended 57% and 78% of loans and adyances 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 1987 is observed.
It recorded an increase from L.E. 6,519 million to L.E. 11,148 million
(an increase of L.E. 4,629 million) reflecting a growth of 714 or an
average annual growth rate of 20%. This average annual growth rate of
20% is 17% lower than. its counterpart for all commercial banks standing
at 37%. This is indicative of the fact that, although the public sec-
tor banks are growing, their growth rate is nowhere near their private
sector counterparts. If inflation is taken into account, ii becomes
unclear whether this category did register any real growth over the
period 197€-198].

Deposits

In reviewing the deposit-base of the public sector banks we can real-
ize 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 review-
ing the breakdown of the deposit base by category of depositor and by
type of currency (Exhibit X11) for the period from December 31, 1978
to December 31, 1981, we can calculate the average annual growth rate
of deposits in both local wversus 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 82
respectively. More remarkable and important is the growth in time
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gnc sevings deposits. This reflects a much higher growth rate of 215¢
Or an averege annua) arowth rate of 47¢ during the period from 1978 to
1981. Further analysis of the time and savings deposits reveals thyt
the average annuzl growth rates in deposits of Jocal and Toreign cur-
rencies are 136% and 935 respectively. The portfolio composition
within the loca) currency deposits chanped due to the the increeses

in interest rates paid on local currency deposits. hccordingly, local
currency time and savings deposits as a percentage of total local
currency deposits grew from 41% in 1978 to 49% in 1987,

17 the total deposii base experienced a growth razte of 107% for the
period from 1978 to 1981, it recorued a total growth rate during the
seme period of 142% for the private sector's deposits. . This reflects
én ernuel average growth rate in the private sector's deposit base

of 34%. Its locel and Toreign currencies components grew by an
averzge annual rate of 27% and 60% respectively.

The privete sector Toreiar currency holdings grew in importance from
e mere 195 of the private sector deposit base in 1578 to 32% in 1987,
Moreover, -the time and s&vings deposits in foreign currency grew from
14% of tota) privete, sector time and savings deposits in 1978 to 36%
in 1981. Time and savings deposits in foreian currency held by the
private sector experienced an increase from L.E. 110 mi11ion 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 an
average annual growth rate of 108%. Strangely enough, the total foreign
currency demand deposits dropped by 10% during the pericd 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 bace 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% 1in contrast to a 37% rate accomplished by the commercial
banks ceztegory as z 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,
1t 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 198] (i.e. increase of L.E. 2,741 mil-
lion). The total growth rate, therefore is 77% or 21« per annum.
Furthermore, during the same period 1978-1981, +ota) loans and advances
to the business sector grew from L.E. 2,089 million to L.E. 5,209 mil-
lion respectively, s growth of 249% or an average growth rate of 36¢
per annum. However, during the same period, lending to private sector
increased from L.E. 334 million in 1978 to L.E. 1,669 million in 198]
(1.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 privete business sector as percentzge of total loans to
the business sector have doubled from 16% in 1978 to 2 #1in 1981. In
locel currency, the percentsge of ‘loans and advances of private busi-
ness sector to total local currency loans of business sector also
doubled from 15% in 1978 to 30% in 1981 ; the foreign currency portion
increased from 66% to 74%.

Term lending, however, increased from L.E. 21 million in 1978 (1% of
total business sector loans) to L.E. 101 million in 198] (2% of total
business sector loans); this is an increase of 381% or an average
annual arowth rate of 69%. The private business sector term loans
increesed Trom L.E. 15 million in 1978 to L.E. 75 mil1lion in 1981
(i.e increase of L.E. 60 million) or total growth rate of 400%. Tnis
reflects an average growth 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 lcoan/Deposit ratio of public sector commercial banks stood at 88%
es of December 31, 1981, in comparison to 102% on 1878. 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 & source of funds (deposits) and user of funds
(1oans and advances),the ratio becomes 41% with the local and foreign
currency components standing at 54% and 15¢ respectively 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. % with
the local currency component equal to 4.1% and the foreign currency
counterpart equal to 0.5%.

Loans and advances extended by public sector banks also exhibited the -
slower growth rate as compared with their commerciaz] 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 a
banking 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
eare Telt 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 ac the aggregate figures reflect,
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the putlic sector banks are in violation of the 65% rule. At present,
the public sector banks can extend mecium term loans with maiurities
of 5-7 yesrs and a grsce period of up to two years. Usuzlly, such
loans are guaranteed or collzierzlized by commercial morigaoes, real
estate mortgaoes, personal auerantees end bank guarantees. In addi-
tion, public sector banks do not usually lend more than 50% - 605 of
the totel investment costs. There ic & discernable trend reflecting
the increasing volume of business transacted by the private sector, it
is indicetive of the zggressive and more financially astuie nature of
the privete sector. 1t should be noted thet with respect to term
lending, the public sector benks do not extend term lozns to govern-
ment entities or public sector companies. Government orcanizations
znd public sector companies term funds for irvestment purposes are
provided through allocations mede in the covernment's budoet or the
nevly esteblisned hetional lnvestment Benk. Public sector binks are
net lenders of Egyptian pounds to other banking institutions with
preferential treatment given to their joint venture affiliatec.

With respect o foreiagn currencies, public sector banks are net placers
of funds. As the analysis presented zbove indicaztes their aggregate
utilization of foreign, currency deposits does not exceed 14% in con-
trast to 94% for the local currency ccmponent as of December 31, 1981,
(given that the numerator is equal to loans and advances to the busi-
ness sector in the respective currencies). 1In 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. 1f this latter trend is coupled with the increase in the
interest rates as reoulated by the CBE, this explains the substantial
increzse in the internally calculated cost of funds from a leve) of
2 - 3% a few years ago to a level of sbout 8.5% at the present time.

It is cleer that the open-door policy and the new competition in the
banking 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, upgrading
their facilities and systemsand training their personnel.
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Joint Venture and Privete Commercial Eanks

This category of banks was established in accordance with Law 43 of
1974. Barks in this category are commercial in nature and are allow-
ed to deel 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 joint
venture commercial bank (Chase National) it has Gained 28% of the
total balance sheet of all commercial banks. Joint venture and Priv-
ate banks "J.V.& P. banks" balance sheet stands at L.E. 4,328 million
as of December 31, 1981. This represents a arowth of 755% from 1978
Tigures, or an zverage annual rate of growth of 105%. Exhibit XIV,
outlines this category's balance sheet during 1978-1987

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
el an average annual rate of 105% their bublic sector ccunterparts
grew &t a rate of 20% per annum. Taking the rate of inflation into
account, it can be safely said that most of the real growth in com-
mercial banking activities can be attributed to the arowth enjoyed

by J.V.& P. banks during the period 1978-198]

Deposits

The deposit base for the group registered a growth rate of-676% in

the period 1978-1981. This translates into an average annual rate

of growth 98%, Exhibit XV outlines the breakdown of this deposit

base. The deposit base grew from a modest L.f. 328 million in 1978

to L.E. 2,544 million in the 1981, as of the latter date, J.V.& P.
banks hold 26% of the deposit base of al] commercial banks operat-- -
ing 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 experien-
ced an average .annual growth rate of 149¢ between 1978 and-1981, while
foreign currency reached L.E. 1,208 (equivalent) recording an average
growth rate of 90% per annum during the same period. It is interest-
ing io note that in this category, for the first time, the rate of
growih of L.E. deposit base has been growing at higher rates than
those of foreign currency deposits. This is the first time growth in
local currency exceeded jts foreian 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 private sector's deposit base, it experienced an
increase from a total of L.E. 196 million in December 31, 1978 to

L.E. 1,966 million in December 31, 1981, representing an average an-
nual growth rate of 116%. 1In 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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During tne 1978-1981 period, the private sector’s total demand depo-
site grew from L.E. 90 million to L.E. 434 million with an average
annual rate of growth of €9%, while that of its local and foreian
currency components grew at average annual rates of $6% and 409 res-
pectively. This is indicative of the fact that the L.E. deposit base
is growing at rates significantly nigher than the foreign currency
counterpert (more than double). Perhaps this is reflective of the
increesing imporiance of the private sector as a wnole and the type
o7 banking institutions it will increzsingly deal with. The private
sector earmarked deposits grew by an average rate of 122% with the
tocal and foreign currency components growing at 192% and 100% re-
spectively during the same period. Finally, time and savings deposits
for the privete sector increased from a level of L.E. 81 million in
1878 to L.E. 1,272 million in 1981, reflecting & rate of orowth of
151% per ennum. By ine end of 1981, the private secior's time and
Sevings deposits representied 75% of total time and savings ueposits
with J.V.& P. banks, and 329 of tota] private sector's time and
sevings depesits with all commercial banks. Thedr time and savings
deposits irn local vs foreign currencies stood at 62% and 71% of total
lTocal and foreign deposits respectively as of the end of ]98],

On the whole, this cédtegory 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 agrowth
for the local currency deposits which are higher than their foreign
currencies counterparts.

Loans and Advances

Loans and advances provided iy the J.V.& P. banks have “ncrezsed sub-
stantially from a level of L.E. 114 million in 1978 to a level of
L.E. 1,613 million in 1981. This reflects an average annua] rate of
growth of 142% during the.period 1978-1981.. The private business
sector's portion of such loans increased from a level of 81.7% in
1976 to 90.8% in 1981, Exhibit XVI details such figures. Term lending
to the private business sector increzsed from L.E. 74 million in 1978
to L.E. 80 miilion in 1981. Term lending, however, as a percentage
o7 total loans &nd advances to the pPrivate business sector, decreased
from 15% to 6.1%. In contrast, term lending to the private business
sector by J.V.& F. banksas a percentage of total term lendina to the
private business sector by all commercial banks increased from 49% 1n
1878 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, s divided into

L.E. 43 million to industry (54%), with services and commerce each
standing at L.E. 20 million (22%) and agriculture about L.F, ] 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 venture

and private sector banks, the Loan/Deposit ratio of this group of
banks is 69% as of December 31, 198]. This ratio shows substantial
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improvement  over 1978's ratio of 46%. If this retio is celculsted
tor the business sector's loans and total deposits in different
curiencies it yields 68% for the local currency component and 58%

for the foreiagn currency portion. Additionally, if the Lcan/Deposit
ratio is celculated for private sector funds it yields a ratio of

7¢%. 1ts local and foreign currencies components' ratios are 80%

end 65% respectively. These ratios are indicative of what the
Survey's questionnaires and interviews revealed in terms of this aroup
of banks being z net tzker of Egyptian pounds and, in effect, as a
group, exceeding the 1imit set by the Central Bank on credit extension
being 65% of the deposit base in Egyptian pounds. Furthermore, i+
reflecis along with other items of the balance sheet that, as & group,
tney are net placers of foreign currencies in Eaypt and abroad.

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



Businecs enc Investment (or Merchant) Benks

This group of banks comprises 9 banks at the present time, mostly es-
teblished under the auspices of Law 43 of 1975, or established by
speciz] decrees. This category of banks is supposed to concentrate
1ts 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
deel in both local and foreign currencies. At present, this group of
banks constitute 3% of the total banking system loans and advances and
e similer 3% of the system's deposit bese.

A presentation cf their balance sheet as produced in Exhibit XVII,
revezls that these banks total assets increzsed from L.E. 266 million
in 1576 to L.k. 892 million in 1881, this is an average annual growth
rate of E£8%.

Deposits

As presented in Exhibit XVIII, during the 1978-1981 period the deposit
bazse grew from & 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 chare of Jocal 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 ir demand deposits with the private sector's
share constituting 78%, time and savings deposits at L.E. 256 millioun
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 Joans
and advances in 19786 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. 1In 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 finc 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 lozns &n¢ advances provided by this group of banks
to different sectors of activities, Exhibit 1X) details the breakdown. .
For Agriculture, total lcans and advances were L.E. 9.6 million in

1281. 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 tota) of 63.2 million. For
Commerce and Services, total loans and advances were 86.] 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 aroup of banks which is characterized by .
such & high loan/deposit ratio as of December 31, 1981. This ratio
will have to be reduced in conformity with the CBE requlations regarding
credit expansion in Egyptian pounds. As stated earlier total deposits
in L.E. stood at 68 million as of end of 1881, and loans stood at 102
million, in violation of the 65% rule.

In addition, if .the analysis concentrated on the term lending portion
cerried 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 mil]ion
(Loan/Deposit ratio of 102%).

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

Tocal currency. If this occurs , it is likely that the institutions
wiltl 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 savings deposits, the ratio stands at 26%, the .
highest of such ratios for various categories so far.



Erenches of Foreian Banks

This group of benksis classified under the cetegory 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 deposit
bese and their loens and advances stand at L.E. 416.8 million repre-
senting 3.8% of ithe banking system lcans and advances. Branches of
foreign banks deal in foreign currency exclusively. It should,
therefore, be borne in mind that although the financia) analysis
presented below is made in Egyptian currency, it actually represents
focreign currency ecuivalents.

The brancnes' bazlance 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 aversae annual growth rate of 43¢, During the
same period, the branches' tota) deposit base grew by 92% representing
an average annual growth rate of about 24%, reaching L.E. 556.7 mil~-
lion in December 31, 198)1. Loans and advances reached L.E. 416.8 mi]-
1ion in December 31, 1981, representing a total growth rate of 221¢
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 growth
especially 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%. Earmarked
deposits, mostly connected with opening of letters of credit, have
grown to 93.1 million representing an average annual growth rate

of 58%. Finally, time and sayings deposits grew from L.E. 207.6 mil-
Tion 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 1978-1987.
During the same period, its earmarked deposits reached L.E. 93.] 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 1978-1987.
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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. 382.2 million in December 31,
1981. This represents an average znnual growih of 56%. The short

term component of this portfolio (one year or less) represents 86%

of the total porifolio. This short term component currently stands
at L.E. 322.5 million, heving experienced an average rute of growth
of 52% per annum. Its relative importance, however, decreased from
1% of total volume to the current 86% stated above between 1978-1981.

In contrast, term lending (more than one year) increased in importance
from 2% to the current 14% level. Term loans volume grew with an
average annual rate of arowth of 99% between 1978-1981 to reach a
tevel of L.E. 53.3 in December 31, 1981.

Tne privete business sector's share of total loans and advarices re-
presents 94% and stands at L.E. 361.2 million in December 31, 1981,
having experienced an average rate of growih of 56% since December 31,
1978. As of the end of 1981, the short term portion of loans and
advances to the 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, 198].

1f 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 mii-
1ion 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 95% of tota] 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%. 1In 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 <cctor banks
of wnich we single out the Development Irdustriz] Bank ("DIB"). The
DIE, & public sector institution and a wholly owned subsidiary of
the Central Bank, specializes in providing medium and long term loans
to the industrial sector. It wes estzblished in 1975 and started
operations in 1976 with capital of L.E. 5 mill on. DIB's main
objective is to support “~dustrial activities by extemding loans of
maturities up to Tifteen years. Loans are provided in both local and
toreign currencies. DIB's clientele are mainly private sector enter-
prises, with an emphasis cn small and medium scale enterprises.

As of December 31, 1981, the DIB's balance sheet stood at L.E. 208.5
miliion, neving been at L.E. 57.1 million in 1978, thereby, registering
an average annual rate of growth of 54%, Exhibit XXIII details DIB's
belance sheet for the period 1978-1981. The DIB's balance sheet
represents less than one percent (0.77%) of the banking system's
belance sheet with its loans and advances standing 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, DIB's capital was increased several times and amounted to
L.£. 25 million at the end of 1981. Due to its nature as a special-
ized bank mzinly financing new investments, DIB's most important
sources of funds, in addition to capital are loans from international
institutions 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
1iabilities). 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 rzte of 49, Finally, deposits
and loans from international agencies grew by 383%, registering an
averege znnual arowth rate of 70%.

Loans and Advances

Uses of funds are characterized by the overwhelming predominance of
loans and advances which grew from L.E. 46.] 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 29&% or an average annual growth
rate of 59%. Total loans supplied to the private sector amount to
L.E. 163.8 mi1lion 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 in deposits 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 beélence amounting to L.E. 128.6 million
(79% of private sector lozns), representing medium and long term
loans to the private sector. More interesting, however, the DIiB,
which holds iess than one percent of the banking sector's total
balance sheet footing, supplied the private sector with 30% of medium
and long term lending made available by the banking sector.

In addition, & review of the DIB loan portfolio, shows that to*ta)
term 1oans 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 foreign currency (41%). In terms of sectors of activities, agri-
culture received 3.7% of privaste 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 increzsed from 75%

to sbout 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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ierm Lending

In this section, an &nalysis of term lending to the private sector is
undertahen. This analysis is primarily based on information oathered.
in the interviews with banking institutions, the questionnaires to

the perticipating benks, and Tinally supported by one analysis of
69aregele eno sectoral data provided by the Central Bank.

As of tre end of 1981, and according to statistics provided by the
Central Bank, to7al Toan and adyances to the business sector provided
by the bBenking Tystem amounted to L.E. 980 million. The private busi-
riess secior portion of those term loans and advances amount to L.E.
>43U miliion or roughly 44%, an increzse over the 1978 proportion of
37%. -

ihe Survey found the banking system to be fairly liguid in foreign
currencies, and accordingly, 1iguidity in foreign currencies could
not be regarded as an overwhelming constraint on the banks abilities
to extenc medium anc long term loans in foreign currencies. The
short term.natyre of the depacit base, however, may discouraae an
Jnstitution from lending. Interbank borrowing in foreign currency is
possible and TMmMes—UTTCredits are abundant but seldom used.

In the Egyptian pourd sector, the Survey found the Central Bank credit
expansion regulations and the 65% rule to be the most important vari-
able affecting the banking sector's liquidity in Egyptian pounds. An
interbank market in Eqyptian pounds cannot be said to exist. Certain
transactions take place, buUt WItRoUT The Kingd of regularity, speed

and efficiency which could characterize it as a market.

Management of liguidity relies upon.the existence of a money market.
Beceuse there is no money market for L.E., and no instruments, there
is very little management of L.E. The existence of sporadic trans-
actions 1in Egvptian pounds occurs mainly between public sector banks
and their joint venture subsidiaries. Therefore,effective]y, there
is no liquidity management in L.E. denominated funds. The opposite
is true for foreian cyrrencies because, in this case, a market does
exist - the eurodollar market. Interbank transactions in foreign
currency ciiow banks 1o manage FC liquidity., For example, a bank
may extend & loan and take out another with a similar maturity
structure in order to cover itself against the vagarities of in*~rest
rate movements. _%ggidiix"mqnagemenf> therefore, rapaes from the
non-existent (ip the case gf | £.) to the highly sophisticated
Lransactions inyolved in managing foreign pYchange.

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.ent interbank market for foreign
currency. This FC interbank market is tapped on a daily basis,
drimarily by joint venture subsidiaries. The Central Bank of Egypt's
jiscount rate plays no role in the interbank market.

[n contrast to the banking sector's liquidity, the demand for ternm
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 investors who borrowed
medium term funds in foreign currencies. The substantial increases
indebtor interest rates on foreign currencies and <the continuous
dgpreciation of the Egyptian pound in relation to most fBFETEﬁ"‘“
currencies brought about severe losses in 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 Irom demand deposits to
lmezod savings (interest paving) deposits in both foreign and Tocal
EU;}encies. Ine second pertfolio adjustment was the gradual shift
out of local currency and_info foreian currencies to counter the
erosion in the value of the Egyptian pound. The Strvey found that
most of the time deposits are short term in both foreign and local
currencies. It is estimated that average maturity 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.Deve1o men Industriq1'
Rank capital from L.E. 5 million to L.E. 25 million, an% the substantial
loans from International Agencies (L.E. 78 million in 1981), are good ex-

amples of funding for inst¥tutions which will be primarily engaged in
term lending. One other lay 43.investment bank, Misr/Iran Development

Bank, has attempted to develop a structure for sources of Tunds WiIET

1s commensurate with its objectives. In-thig regard, MIDB increased
its capitalization from-$ 20 million to.$ 40 mi1lion, received a :

$ 30 million loan from the World Bank and floated certificates of
deposit of § 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 between commercial banks
and investment banks organized according to law 43. If all banks
established under law 437 are pooled together, perhaps one, at the

most two, institutions will stand out as being primarily investment
oriented. i ‘

Based on our sample, Joint Venture Banks relativeTto 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 FCy this is not sur-

prising. The following 1ist provide some examples -of banks which

have participated in syndicated lending or lead manzged syndicated
loans:
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Syndiceted Lending

Lead Managed Syndicated Loars

Arab Irternational Bank
Arab/African Bank
Misr/Iran Bank

Ecyptian American Bank
National Bank of Egypt

Arab/African Bank
Misr/Iran Bank
Eqyptian American Bank
American Express
Citicorp.

Bank of Alexandria
Cairo Barclays

Arab Investment Bank

Other institutions will have more similarities than differences when
it comes to investments. Differences between institutiops, commercial

or investment, can be more properly characterized as th252-9i~ETEEEEi§

IEEHEI_Iban-subSIdQES;

The Survey did not generally detect laid down rules governing the
management of risk in the institutions. 1In this context, the Team
did not find sectoral 1imits set by the institutions, but rather man-
agement being aware of its risk exposure profile, enforces a sectoral
1imit (in the back of their minds), on a case by case basis. An
exception to the foregoing is the 1imit set on exposure to a project
or client usually set as a percentage of networth.

Accurate information about bad debt 1losses is not available but the
rgtio of provisions/loans and advances and its history could serve
as an indicator. This ratio stands at_7% for the banking sector at
the end of 1981 compared with 5.3% at the end of 1978. This trend
1s representative for the different categories ¢f 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-
maetes that bad debt 1losses range from 1% to 2% of total loans and
advances. Some bankers tend to believe that newly established banks
may suffer during the coming years from 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-inyestigaes 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 committee
which 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 much more clearly

enunciated. Except the DIB, the 2urvey did not find institutions
willing to gg bevang covan FLALS L atUritiec with pask anstitutians

oerating in the five yearg! xange ac a limit

In terms of project or loan risk management, the Study found that
strict equity to debt ratios are being enforced. Thece have been

n ine range o =/5%, Which reflects a shift toward a more
conservative approach to term lending. 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
bipced toliardce camn»{n; taym _l{_lah('bv Colla 'S, nd
other forms of guarantees. These securities were found to add :sub-
stantially to the cost of borrowing; it is not uncammon that such
costs represent over 2% of the loan value in up-front government

dues. ) T

Short term lending representing the overwhelming portion of tota] .
loans made by the banking sector, was found to be substantially more
Tucrative. This is primarily due to the Presence of a fair portion

(letters of guarantee for instance, or letters of credit from incep-
tion until payment) which represent interest earning assets. Other
fees 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 avail-
able lines,perceived to be more risky, with a relatively high risk
structure of interest rates, banks are reluctant to finance the medium
and long term funding needs of the business sector. 1In addition,

the relatively narrow range of creditor interest rates does not oW
the Banks to differentiate between shorter ang longer fdﬁaﬁng and

the sk inyolved wWith project financing. , :

Compliceting the situation:is the generally less thap :adequate guality
of projects prasented in terms of the feasibility studies being pre-
sented or the suggested financia) package. The banks, with the ex-
ception of a handful of institutions, are not adequately staffed to
analyze, or at times, substantially revise these studies and have
become even more reluctant to finance projects. If the banks do
finance these projects, it is done after @ substantial investment in
terms of time and effort. To safequard such an investment, in addi-
tion to the loanable funds, banks become increasingly conservative

in their risk return tradeoff. e

Further constraints on the ability of the banks to finénce medium
and long term loans are more general in nature and a function of per-

ceived political and economic risks deemed .unacceptable at the current
risk-return tradeoffs. : :
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In order to increase the flow of term loans to the private sector,
measure have to be taken to relax some of the-constraints, or vari-
ables, affecting the present risk-return tradeoffs available for term
Toans. 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.



RECOMMENDAT]ONS

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, it should be clarified
that they were technical in nature and presented within this context.
Their implementation, however, imay hinge on other conciderations un-
known to the Team preparing the Survey. In addition, it should be
clarified that some of the sugaestions presented below may not con-
stitute appropriate intervention areac 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 reiaxing some of
the constraints affecting the Tlow 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 increasing.the demand and thao swpplicfar form lending by
the private setior. and the second area aims at ipcreasing the eTtis
&lencynf the market (mechanisms and institutions) in which term funds
are being transacted.

The Regulatory Framework.

Recommendations regarding the Regulatory Framework will, primarily,
relate to the Central Bank of Egypt and its policies..- In this coritext,

1t s <Lronglv recommended that the Central Bank of Favot should be
ren d.as an instititicn and shaudd he afforded the deqree of
utonomy and independence needad. fae 1t 10 assisf—$ﬁ"?F§-ETE%ﬁTﬁ§“Ehd
1n-the J.m{11omnn+:+1'nn ol _the N moneta
It is recommended that some of the rules and reaulations em-
eaed 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 geld. It should
be important to siress the function of fhe Central Bank as a lender
of last _resort and that this function Js readily accepted by both the

‘Government of Lgypt and the Central Bank to further assure the banking
comnunity operating in Egypt. o

The Central Bank of Egypt suffered a severe birain drain during the
last seven years. This drain on the human resources of the Central
Bank should be remedied by increased funding of training programs_of
Central Bank's personnel on varjoye aspects of Central Bank's functions.
In edttiom—te—tertra™Bank needs a major overhaul of its management

information system to enable a more enlightned and informed planning
and management of the banking system. :
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Besed on our interviews we can state that banks' capabilities <n the
earea of project appreisal vary according to category of bank, how o0ld
the bank is, whether it is a joint-venture or not...etc. The leadj
business and investment banks and the DIB haye in_general better
cepabilities than otfier categories of banke.  For the 4 or 5 leading
banks we estimate & to 10 quaiiTied start each of young, middle and
senior manzgement level. There are two main sources for recruitment
of project zppraisal staff. Middle and senior management staff are
mainly former staff of either international and regional organizations
or from credit departments in public sector cormercial banks. Young
staff are usually graduates from Egyptian universities or the AUC
with backgrounds in economics, management, finance and commerce. Both
middle &nd young staff usually have had trairing courses and seminars
1n project evaluation and feasibility studies. For the most part,
the courses and seminars are given in Egypt. Among institutions pro-
viding such courses in Egqypt there. is the National Institute for
Flenning, the AUC and other universities. Some banks arrange, inter-
nally, introductory courses for their young siaff and in some joint
venture banks those 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 ex-
perience and an advanced course for staff with experience of 6 to

12 years. 1In the latter course, emphasis may be directed toward Jegal

and organizatiopal aspects, particularly, with respect to lvan

agreements and loan syndications. In short:

(1) Project evaluation with emphasis on market studies, commercia)

profitability and cash flow projections (with separate state-
ments for FX cash flow).

(11) 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.
(i1) Financial Analysic of finance institutions.

(i1i1) Data collection, analysis and presentation.

(iv) Credit contré] - 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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piemented. More specifically, & wider rance for debtor and creditor
wleresi rate< 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
term lendinag more aiirsciive 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. IT the range is increased, however, there wil] be greater room
for manoeuvres and & greater possibility to accommodate term lending.
In essence, there will be & 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,
lTower rates could be applied to preductive investments while higher
interest rates.could be charaed 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. More specificallv, the
current range of 13%-15% could be expanded to a level of 11%-17%.
Within this context, Tonger 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 wil} supplement the banking sector and
affect the price of credit to different sectors of the economy and
tyoes of activities. 4

Finally, the credit extentiop regulatinns which limit the extension
of credit {0 65% of The deposit base of any 1ndividual bank should be
modifiea. This modification should augment the deposit base by the
institution's capital and reserves. A modiTICITIoR o7 this nature -
could 7or example, expand the Tending 1imit of all commercial banks
by L.E. 267 million, given a resource of L.E. 47] million for
December 31, 1981 figures. In addition, interbank borrowing (on a
net basis) should be includad. Furthermore, to encourage term lend-
1ng, 1T 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. 1In addition, the Government of Eaypt should
determine its priorities for industrige and projects which 1t 35S Seek-
ing to implement, as well as clear demarcation lines reflecting areas
in which the private sector is welcomed, and those where exclusivity
1s 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
suggestec that the Government of Egypt take measures necessary to
either rectify the current imbalance between the value of the Egyptian
pound and other currencies 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 diccussed 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
saying mechanisms to suit the preferences of various types of savers.
The Jengthening of the maturity structure of the banking institutions’
deposit base should 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 way
that they require major revisions. It is, therefore, suggested that
major sectoral or industry studies be carried out and financed by the
Goverrment 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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ere interested. Furthermore, this will zscist investors in the bette
prepa}ation of feasibility studies, thereby, allowing the banks to
undertake their proper role with respect to these feasibility studies
which is one of appraisal. In this context, the banking sector in
general, may require training proarams 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 in-
creases the costs of feasibility studies that are being prepared for
projects. The degree of accuracy of such data, when gathered, may

be a rezson for the high degree of risk attached to many of the pro-
jects that are being submitted for Tinancing to several of the bank-
‘ing institutions interviewed. The sectora] or industry data referred
to ebove may go & long way towards reducing both the cost of such
Teesibility study and the riskiness of the projects being studied.

t 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.

Mecnanisms and Institutions

This area of the recommendations deals with the structures ard in-
struments needed for a smoother flow of Ffunds 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
could QU & TONY Wey Towarad enabling ThE BaMRING System Lo Circumvent
many {1Quidity CONStrainis by COVETTNg T LS SHOT T pUsTtTome= regardless
of meturities as long as the financia] 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 the’r resources, is compiicating 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 secter.

Measures to reduce the risk in lending medium Tong term funds to the
private business sector should be encouraged. In this context, a

uarantee mechanisir~ould substantially reduce the uncertainty in-
::gg;%EE‘Tﬁ_f€Fm‘;;;;;§ing to private sector's projects. This guarantee
structure would provide partial or total guarantees as to payment of.
interest and printipar—on Private. SECTOr S TEF T0ans for projects
™
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neeting @ selective group of criteria commensurate with economic and
cevelopmental objectives.

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

1n sddition,}a discount window| should also reduce possible liquidity
problems wiich are constraining the ability of banking institutsons
10 fenc meaium and long term funds to the private business sector.

I acdition, the presence of such a discount window would help in the
provision of needed instruments for more active rioney and capital
merkets. The discoumsrdndow would provide, undir certain circum-
stances, to the lending institutions, the possibility of discounting
terr loans originally extended to private business sector. As with
the guarantee mechanism, Turiner analysis and Study 31s needed in order
to determine the cjircumgtances und r which loans become e]igiblgajor
giscounting, and the rate at which these loans wil| be di.counted,

T ¥Timportant to strUTTURETthe discount trigger mechanism in such

& way that it prevents the ebuse of such & facility by irresponsible
institutions.

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. 1In this context, the relunctance af the banking sector to
iiﬂ%gge the Jonger maturities could be countered by havind Government
or_donor -tzke the portiong of loans which banks are Unwilling to
Tinance (furthest 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, new _lnsfruments should be introduced 1ike subordinated loans
or_convertible instruments which would make these, otherwise T1mam=
cially unviable projects; 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 choice, at least for the discount wynamw

It seems,however, that the:Central Bank will be preoccupied with
efforts regarding the management of monetary aggregates, upgrading
1ts management information system and the training of new cadres on
various levels of its hierarchy.

Another alternative would be one of the public sector commercigl

banks acting as proxy for ihe Cepntral Bank and instrumental in the
execution of government policies. The interviews undertaken in the
Survey reyealed that, in conjunction with other programs, banks prefer
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to deal directly with the government or donor rather than throuagh in-
termidiaries who are also their competitors.

In this context, the Priy Lstment Encouragement Fund "PIE Fund"
is perhaps an appropriate vehicle to house and/or coordinate” these
various programs. The PIE Fund wac orginzlly created as a co-financing
veniicle with ¢ 30 million capitzlizaiion zimed at the private sector.
The by-laws creating the PIE Fund as & vehicle, have afforded it with
a greater cearee of 7lexibility than just co-financing. It is the
Team's belief that its by-laws can accommodate moc* of the programs
suoggested earlier. 1f the PIL Fund can be re-structured to house or
coordinate the zbove programs along with the undertaking of major
modifications -in its operating systems, procedures and management, it
would be & potent vehicle for privete sector encouragement and
development.

What follows are & few specific suggestions for ways in which the
effectiveness of the PIE Fund may be increezsed:

The capital base of the PIE Fund ought to be enlarged from § 30 mil-
lion as a larger base would permit the Fund to increase the scope of
its interaction with the private secior. .

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 readjust-
ment of their capital structure and which are otherwise commercially
profitable. Such corrections in the financial structure of projects
or 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
following:

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. 1In such 3 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 of
co-financing and participation in loans to the private sector. This
leveraging will result from assigning shorter maturities to co-
financing banks with the Fund being allocated the longer maturities
of such loans.
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ine FIL Fund could es<1St in correcting the Tinancing structure of ihose
projects which: zre technically end commercially sound but do not have
acceptable debi/equity retios. This cculd 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 cuarantee a certain level of income. The
Fund's participation may decrezse over time.

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

The PIE Fund shiould be innovative in terms of the kind of financing
11 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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Joint Venture (Commercial)
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List and Titles of Officers
Covered By Interviews.

Bank's Name Interviewee Position

1. Alexandria Kuwait International Bank Samir El1-Kasry

General Manager
Fawzi £1-Shzhed

Assistant General Manager

Arab Bank Limited

Investment (Arab Investment Bank)

Hassan Faik

- Abdel Halim Amin

2. Hatem Sadek Manager
3. Bank of America NT & SA Thomas Ransom Vice President
4. Cairo Barcleys International Bank Aly Faidy Director and Joint
S.A.E. General Manager
5. The Chase National Bank (Egypt) Aly Dabbous Chairman
Roger Crevier Managing Director
Salma Abbasi General Manager Credit -
: . and Marketing
: Citibank N.A. . Henry Batchelder Vice President
. Credit Suisse Giovanni Groppi Branch Manager
. Development Investment Bank Abde} Hamid Kabodan Chairman
Mohamed Bassal General Manager, and
Accounts and Marketing
Head
9. Egyptian American Bank Farid Saad Managing Director
10. Lloyds Bank International Limited Goeffrey Clayton Principal Manager
11. Manufacturers Hanover Trust Company Thomas Flattery Vice President
M. Mounir Sabry Vice President and
Representative
12. Misr America International Bank Farouk Serour Assistant Managing
. Director
13. Misr International Bank S.A.E.(MIBank) Antoine Michael Credit Department Head
14. Misr Iran Development Bank Fouad Sultan Chairman and Managing
Director
Al-Footaz Mansour General Manager
15, National Bank of Egypt .Mahmoud Abde] A;iz General Managér
16. National Societe Generale Bank Kazem Barakat Deputy General Manager
17. Nile Bank S.A.E. Issa E1-Ayouti Vice Chairman and
' Managing Director
18. Societe Arabe Internationale de Banque Jean de Boisgrollier General Manager
Hesham E1-Sheyati Deputy General Manager
19. Suez Canal Bank Zakaria T. Abdel Fattah Chairman _
Mohamed H, E1-Adawi General Manager and
Managing Director
20. Union Arab Bank for Development and Wagih Shindy Chairman and Managing

Director
Advisor, Banking Sector

Manager, Foreign
Department,
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" page 1.
QUESTIOKKAIRE

A. Genernl

To wbicb category (ies) of clients are the Bank's services
mOsSt suitzbly directed? Kipndly explain and €numerate when-
ever appropriate.

¥With which category ‘(ies) of clients was the Bank most success-—
Tul? Please rank them in descending order 0of success.

¥Yhet are the range of banking sérvices offered by vour Bank?
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¥bat otber bankinpg services does tibe Institution plen to
introduce i tbe'iuture?

¥hich aspects of your Bank's servnces distinguish and dli—
ferentiate them irom tbose oiiered by otber banks?

.

¥haet, in.your upiuavu, are Tpe gulagelines, measures or yard-
sticks for hssessing 2 bank's success in Egypt? Kindly epume-

.rate in descendin; order(pumber of clientele, volume of depo-

sits, total size of balance sheet, geographical coverage, range
of integrated banklng services, "’ proiltablllty etc...).

¥bat, in your opinion, are the factors affecting the Bank's
ability to attract different types of deposits? Kipdly
€numerate in descending order of importance: (type of Bank's
clientele, diversity of services oifered, Bank's branch loca-

tion, interest rates, legal or governmentsal factors, etc...).

2. Demand Deposits

1.
2.



Exhibit 11]
ane 3

b..Time ‘and saving deposits:

i W N

8. ¥hat zre the Iactors affecting the overall size of your Ban.}.‘

short and tem lendlng? Klndly rank in descending order of
.l_mportanc_e

3

%. Short Term Loads and Facilities:

1.

2.
3.
4

b. Medium and Long Term Loans and Facilities:

9. %hat are the tgpical kinds of guarantees or collaterals re-
quired by the Bapk in case of:

2. Short term loans and facilities

B Nk

b. Mediur & long term loans:
1. .
2.
3.
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B. Liguidity Mapzgement

1. Does your Bank's targeted liquidity ratio exceeds tbe legrl
liquidity ratio?

2Z. ¥het are the most important factors leading to the diffe-

rénce, if any, between budgeted =and legal ratios?

3. To what extent was your Bank's actual liquidity ratio dif-
ferent from fegal and /or budgeted ratics auring the period

1878-19817 Please state the extent epd enumerate the main
factors behind such difference?

¥hat are ‘the main and most Irequent sources fhrough which
your Bank met deviations, it any,.in actual liquidity re-
quirements from the budgeted ratios during 1978-1881 (inter-
bank borrowings, Ioreign‘lines of credit, etc...).

C. Nature & Structure of Sources of Funds

1. Deposits:

8. Please state the development of deposits (demand & time)
in terms of volume =and number of depositors during the
period 1878-1981 (both in L.E. and foreign currencies).
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b. ¥bat mre the policies edopted, ibceptives and edditional
. services offered by vour Bank in order to increase deposits"’
volume, end/or extend ibeir meturities? Eipdly distinguish
whepever appropriate, with regard to kind of currency (L.E.
versus foreign currencies).

c. ¥bat are the most impo~tant catggdry'(ies) of your Bank's

depositors? Kindly epumerate invdescendiﬁg order of importance.

w2

2. Otbher Sources of. Funds:

¥hat were the other maln sources of funds available to your Bank
durirg the period 1878-1981 (Inter-bank borrow1ngs, foreign lines
of credit, raising of capital, issueing of funds, saving certifi-
cates, etc...). EKindly specify, whenever appropriate, specific

uses for which different sources are allocated

.
.

A b W N

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

&. What are the most- important factors limiting growth ol your
Bank's deposits in terms of volume and length of maturitv -

i) Economic Factors


http:Growth.of

Exhibit 11]
page b.

11) XYactors due 1o Laws or Regulatiobps:

ii1) Otber Factors (religion, competitors, beliefs etc..)

b. Are tbeir obstacles limitiné tbe availability of other
sources of funds? If so, pleese list.

c. F¥hat are,win your.opinion, the means By which the envifonment

could bBe more suitahle for groﬁing sources of funds?

D. Risk Management

L. ¥hat are the main characteristics of your Bank's risk manage-

went policy (business risk epd maturitv risk)?
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2. VFbat are tbe mein guidelines for risk evaluation regarding
your Bapk's -direct investmepts and loans?

3. ¥hat are the legal constraints affecting the volume of:

8. Bepk's direct investments.

b. Bank's term lending.'

4. V¥hat are the major economic factors influencing the volume of:

2. Bank's direct investmernt.

b. Bank's term lending
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S. 4Are there any differences in risk menagement and evaluation

between your Benk's ipvesiments and term lending? 1f so,
plesse list tbhe main differences.

E. Loan Portfolio

1.- Please list the development of the rh%io of term loans with )
respect “0 total assets, total uses of funds " total déposits, etc..
1.1 Egyptlan Pound Loans Ratios to:
1978 ' 1979 ' - 1980 1981
Year 30/6 . 31/12 .30/6 - 3112 . 30/6 °  31/12 30/6 31/12
>tal Assets
>tal Use.-of Funds
101t Term Faci-
ities
ivestments
:posits:
Demand
Time 1
>tal Deposits %
1.2. Foreign Currencies Loans Ratios to;
1978 19749 1880 ' 1981
Year

30/6 31712 |3Q/6 31712 {3a/s6 31/12

30/6 31712

>tal Assets
>tal Use oi Funds

10rt Term Faci- .
.ties

iwvestments

'posits:
Demand
Time

'tal Deposits




Pleese indicate averages of loans mmounts end reletive

distribution according to loans' maturity =snd borrower's

legrl status.

2.1 Averages according to maturities:

8. Loans ip L.E.
Upto 1 year
1-5 yerrs

More than 5 years

b. Loeans in Foreign
Currencies

Up to 1 year
1-5 years

more than 5 yesars

-

1878

1879 _

Exhibit 11}
paqe 9.

1880

2:2. Relative distribution according -to maturities:

2. Loans in L.E.
'Up-to 1 year
i-s yerrs
.More than 5 vears

'b. Loans in Foreign
- Currency -

Up to 1 year
1-5 years
Hore than S years

1978

100%

==

100%

2.3. Averages according to legal

2. Loaps in L.E.
- Gov. Authorities
- Public Sector
~ Private Sector
" Joint Ste. Cos.
Partnerships
Individual Estbl.

1878

1879

100%

100%

AT ISR

~Status:
1879

1980

100%

=SS

100%

1981

— -

. 100%

100%

1881
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1978 1999 1980 1981

- Others
b. Loans in F.Curr.

- Cov.Autbor.
-~ Public Sector
- Priv. & Joint

Sectors:
Joint Stc. Cos.
Partperships

Individual Estbl.

4 Relative distribution according toilegal.status:

1878 - 1879 1880 1981
8. Loans in L.E.
- Gov.' Author.
~ Public Sector
- Priv.g Joint
Sectors:
Joint Ste. Cos.
Partnerships
Individual Estbl
100% 100% ' 100%  100%
B. Loans in F. Curr. 1978 - 1978 1980 1981
- Gov. Autbor.
-~ Public Sector
- Priv.&Joint
Sectors: v
Joint Ste. Cos.
Partnerships
Indvidual Estb].
100% 100% 100% 100%

10— -
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F. Loep Characteristics

1. Eindly ipdicate tbe mair cberacteristics of Term Lending

to projects/enterprises of different kinds of mctivities:

Eind of Activity ' . . Ceiling of Debt}Ceiling of Loanp|
¥aturity IGrace Period ‘Egquity Ratios 'amount/Bank's !
| : l + . Share*
l |
lFrom To Jarow To - . 1. F.Curr
: _ ‘ <E. . .
Agriculture:

Direct 3loans
Syndicated Loans

Industrigl
Direct loans
Sypdicated loans

Commercial
Direct 1loaps
Syndicated loans

Touristic
Direct 1oans
Syndicated loaus

Others
Direct 3joanps
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
— Partperships

— Individual enterprises

* In case of Syndicated Lorns

-11-



Exhibit 1]1
page |7.

3. Kind§ ol guarentees end collatersls, tbeir eveluation and
tbeir loapable ratigs:

~

3.1. Accepted guerantees and other requirements:
Hortgage.'
Borrower —Tr Other Guai  Un- Comparative
- Resal Fonds' de . :
“Estrte |Commerce |1PVERLOTry|rzntees | Secured ; Balances
Gov. Authorities
Public Sector
Private & Joint
Sector:
~ Joint Stock Cos. i
- Partperships
- Others
3.2. Evaluation & Loanable Ratios:
) . . ... . Real Machinery & Iﬁventory Others
I \ .- 'Estate Equipment ‘

Purchase Value
Book Value
¥arket Value
(Bank's Expert

Eveluation)

Loapable Ratios

Does the “evaluated!" value include the 2

<
T}ansport Expenses

Installation Expenses

ollowing items:

Customs

Legal Fees

Do the interest rates differentisate according to kinds

specify.

of activity? or borrowers: legal status? If yes, kindly
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3.5. Do fees and expenses differentiste according to

kind of activity or borrower's Jegel stetus?
ves, kindly specify.

Iz

3.6. Do interest rates, Tees zpnd expenses differentiate

in case of syndicated loans? .1f 50, please specify.

" ¥bat, in your opinion, are the main factors limiting the
growth of Term Lending volume (lack of studieg Projects,

Bep=-sufficiency of guarantees, general economic environ-
ment, laws and regulstions, etc...).

Eindly enumerate in
decreasing order of importance. - '
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Balance Sheet

Of Banking Sector
As of December 3]

(L.E. Million)

Lten ear  4g7g 1979 1980 1981
ASSETS
Gold - - 0.1 0.1
Cash 103.0 132.9 1711 231.4
Cheques for Collection 131.3 157.8 136.0 201.3
Securities Portfolio 534.5 613.5 715.7 778.7
((Bills Discounted 18.0 3.5 347 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 4,164.4  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 .1 222.4 309.4 388.6
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




: . Exhibit v
The Banking Sector Breakdown of Deposits e

As of December 31.

(L.E. million)

Year 1978 1979 1980 1981

Secto
r Lc FC Total LC FC Total LC FC Total LC FC Total
1. Government Deposits :
- Demand Deposits, 116 1 127 148 22 170 177 10 187 246 14 260
- Time and Saving Deposits 63 3 66 79 8 78 94 n 105 147 12 159
- Earmarked Deposits 42 18 6 51 1 N a8 1 123 56 12 &8
Sub Total 221 32 253 272 47 N9 319 94 415 449 38 a87
2. Public Sector*:
- Demand Deposits 413 234 64/ 772 286 1,058 944 405 1,349 1,167 148 1,315
- Time and Saving Deposits 235 53 288 323 130 © 453 592 137 729 993 230 1,223
- Earmarked Deposits 247 346 593 292 342 634 336 242 578 358 337 895
Sub Total 895 633 1,528 1.387 758 2.145 1,872 784 2.656 2.518 715 3,224
3. Private Sector**:
- Demand Daposits 718 293 1,011 835 287 1,122 1,028 348 1,37 1,235 557 1,752
- Time and Saving Deposits 693 366 1,059 9ea 760 1,748 1,450 1,339 2,789 2,367 2,234 4,601
- Larmarked Deposits 63 _83 146 74 135 209 127 200 327 z33 370 603
Sub Total 1.474 742 2,216 1.897 1.182 3.079 2,605 1,687 4,452 3.895 3,001 6,556
4. Others:
- Demand Deposits 61 32 93 48 21 69 52 10 62 31 40
- Time and Saving Deposits 124 84 203 10} 101 202 €2 98 158 35 131 1€6
- farmarxed Deposits 4 2 ) _4 _ 15 _8 5 _2 _1 17 _1 _8
Sub tota? 189 118 307 153 126 279 119 108 227 13 141 2145
Total Deposits: i
- - Yota) Demand Deposits 1,308 570 1,878 1,803 616 2,419 2,201 773 2,974 2,733 628 3,367
- Yotal Tiwe and Saving Deposits 1,115 506 1,621 1,462 599 2,481 2,198 1,583 3,781 3,542 2,807 6,139
- Total Earmiarked Deposits 356 449 805 424 498 922 516 519 1,035 654 720 1,374
Grand Total 2,779 1,525 4,304 3,709 2,113 5,822 4,915 2,675 7,790 6,935 3,95 10,k30

= Ppublic Sector includes Public Business Sector and Financial Interm diaries

=« private Sector includes Private Business and lousehold Sector ([ndividua]s. non-profit organization and foreign institutions working in Egypt).
N.B. LC means Local Currency (Egyptian Pound) - FC means Foreign Currency equivalent in Egyptian pound.



The Banking Sector Breakdown of Deposits

B8y Category of Banks

As of Decemter 31.

Exhibit IVc

(L.E. million)

Total Earmarked Deposits

N.B. LC means Local Currency (Egyptian pourd).

FC means Foreign Currency equivalent in Egyptian pound.

Year 1978 979 1980 1961
Category of Banks LC FC Total LC FC Total Lc FC Total  LC FC Total
I. Public Sector Commercial Banks:
Demand Deposits 1,137 430 1,567 1,537 448 1,985 1,842 591 2,433 2,149 389 2,538
Time and Savings Daposits 1,021 159 1,180 1,314 467 1,781 1,807 736 2,543 2,576 1,141 3,717
Earmarked Deposits 337 380 117 392 365 757 451 327 778 515 391 906
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
I1. Joint Venture and Private Commercial Banks:. ’
Demand Deposits 66 59 125 123 80 203 197 93 290 187 149 536
Time and Savings Deposits 75 78 153 125 173 298 333 350 683 831 863 1,694
Earmarked Deposits 9 _40 49 24 3 97 53 125 178 117 197 314
Total I1 150 177 327 272 326 598 583 568 1,15} 1.335 1.20% 2,544
I11. Business and Investment Banks:
Demand Deposits ] 19 20 4 18 22 829 37 12 22 34
Time and Savings Deposits 2 58 60 7 101 108 10 179 189 49 207 256
Earmarked Dzposits 5 & m 2 0 2 22 23 1 % _a
Total 111 8 83 9N ’ 13 129 142 20 229 249 68 265 333
1V. Branches of Foreign Banks:
Demand Deposits - 60 60 - 6) 6) - 60 60 - 68 68
Time and Savings Deposits - 207 207 - 258 258 - 318 318 - 396 396
Earnarked Deposits - 23 a4 - _4s 48 - 43 43 = 3 _93
Total Iy - 290 290 .- 367 367 - a2 421 - 557 557
V. Development Industrial Bank:
Demand Deposits 12 - 12 1 - 1 2 - 2 2 - 2
Time and Sayings Deposits 1 - 1 1 - 1 1 - 1 1 - 1
Earmarked Deposits I R R HE 5 - 5. 08 1
Total y 16 - 16 6 - 6 8 - 8 12 1 13
VI. Other Specialized Banks:
Demand Deposits 92 2 94 122 - 122 152 - 152 189 - 189
Time and Savings Deposits 16 q 20 33 - 33 47 1 48 85 1 85
Earmarked Deposits 2 - 2 3 2 _s 4 2 & 5 1 _s
Tctal VI 110 8 116 158 2 160 203 3 206 279 2 28]
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 10,839
Total Demand Deposits 1,308 570 1,878 1,787 607 2,394 2,201 773 2,974 2,739 628 3,367
Total Time and Saving Deposits 1,115 566 1,621 1,480 999 2,479 2,198 1,584 3,782 3,542 2,608 6,150
356 449 805 425 498 923 515 518 1,033 653 N9 1,372



:The Banking Sector

Breakdown of Loans and Advances

S
To the Private Business Sector !
As of ecember 31 (L.E. Kill
_ Year 1978 1979 1980 1981
Activity LC FC Total LC FC - Tolal LC FC Total LC FC Te
[. Agriculture
- One year maturity 72,2 - 72.2 62. 1.1 63.8 .94, 97.6 195.7 -20.7 21
- More than one year 14.4 - 14.4 20. 3.2 23.7 23.8 28.1 83.2 4.6 £
Total Agiriculture 86.6 - 86f6 83. 4.3 87.5 118.2 125.7 278.9 25.3 3C
I1. Industry .
- One year maturity 192.0 27.9 219.9 275. 53.7 329.5 402. 196.3 599.1 720.0 239.0 95
"= More than one year 25.8 24.1 49.9 48, 28.3 77.0 86.7 38.4 125.1 133.1 69.0 2C
Total Industry 217.8 52.0 269.8 324, 82.0 406.5 489, 234.7 724.2 853.1 308.0 1,16
It1. Commerce ]
- One year maturity 136.8 116.5 253.3 N 257. 243.8 500.9 471. 373.6 B844.9 1,055.9 835.5 1,89
- More than one year 4.1 7.5 11.6 8. 19.1 21.7 15.7 27.6 41.3 19.1 52.0 ]
Total Commerce ']@0.9 124.0 264.9 - 265. 262.9 528.6 487. 401.2 8gg.2  1,075.0 887.5 1,96
IV. Services
- One year maturity 29.7 14.5 44.2 62. 28.) 90.7 116.5 72.0 188.5 342.4 180.4 52
- More than one year 15.6 5.6 21.2 37. 13.1 50.2 57. 25.8 83.0 109.7 60.1 16
Total Services 45.3 20.1 65.4 99, 41.2 140.9 172. 97.8 271.5 452.) 240.5 69
A. A1l Activities
~ Total one year maturity 430.7 158.9 . 589.6 658.2 326.7 984.9 1,085.0 645.1 1,730.1 2,314.0 1,275.6 3,58
- Total more than one year 59.9 37.2 910 114.9 63.7 178.6 183. 96.1 279.5 345.1 185.7 53
Total (A) 490.6 196.1 - 686.7 773.1 390.4 1,163.5 1,268, 741.2  2,009.5 2,659.1 1,461.3 4,12
B. Loans and Advances to the
~ Public Business Sector
- One year maturity 1,746.6 15.2 1,761.8 1,876. 27.3  1,903.7 2,592. 41.0 2,633.0 3,577.1 21.8 3,59
- More than one year 30.9 13.2 44.1 86. 81.4 167.7 148.3 12.2 160.5 286.8 17.5 3
Total (B) 1,777.5 28.4 1,805.9 1.962. 108.7 2,071.4 2,740.3 53.2 2,793.5 3,863.9 39.3 - 3.9d
C. Total A and B 2,268.1 224.5 2,492.6 2,735, 499.1 3,234.9 4,008. 794.4 4,803.1 6,523.0 1,500.6 8,02
- D. A/C % 22 87 a8 28 78 36 32 93 42 4) 97 . 5



The Banking Sector
Breakdown of Loans and Advances
Extended to the Private Business by Category.of Banks
i As'of December 31

"

Exnibit Ive
fanibie lve "

(L.E. Million)

Year 1978 1979 1980 1981
Catagory of Banks Le FC Total Le FC Total Lc FC Total Lc Fe Toti
I. Public Sector Commercial Banks .
~ One year maturity 303 15 . Ji8 445 - 36 481 722 116 838 1,402 192 1,5¢
- More than one year 6 9 -5 23 2 25 37 4 9 7 5 i
Total 1 309 24 333 468 k)] 506 759 120 879 1,473 197 1.6i
I1. Joint Venture and Private ’
Commercial Banks
- One year maturity 50 30 80 146 115 261 254 242 496 737 638 1,3]
- More than one year 9 5 14 2] 9 30 40 13 53 53 36 __ &
Total I1 59 .35 94 167 124 2N 294 255 549 750 674 1,46
ITl. Business and Investment Banks
- One year maturity 1 24 25 6 50 56 13 96 109 25 130 15
- More than one year - 9 9 3 21 24 5 27 32 9 43 5
Total 111 ] 33 kT B 9 n 80 18 123 141 34 173 20
1vV. Branches of Foreign Banks )
= One year maturity - 89 89 - 125 125 - 192 192 - 314 k)|
- More than one year - 6 6 - n n - 19 _15 - 47 4
Total 1v - 95 95 ) - 136 136 - 211 211 - 361 36
. V. Development Industrial Bank .
- One year maturity 8 - 8 10 - 10 17 - 17 35 - 3!
- More than one year 19 8 27 32 20 52 53 34 87 16 53 12
Total v 27 8 35 42 20 62 70 3 104 1 53 164
V1. Other Specialized Banks
- One year maturity 70 - 70 51 - 5] 78 - 78 16 - 11¢
" - More than one year 26 - 26 37 - 37 49 < 49 136 - 13¢
Total vI 96 ‘ - 96 88 - 88 127 - 127 252 - 25¢
Total Benking Sector
- One year maturity 432 158 590 658 3¢6 984 1,084 646 1,730 2,315 1,274 3,58
- More than one year 60 37’ 97 116 63 179 184 97 281 345 184 . N
Grand Total 492 195 687 774 389 1,163 1,268 743 2,0Nn 2,660 1,468 4.]]5
. ' B



Balance Sheet

Of the Banking System Exhibit V
As of December 31

tem Year 1977 1978 1979 1980 1981
sets
301d 49.9 73.1 73.1 71.9 542.6
“ash ' 99.0 116.8 153.3 187.8 265.4
-heques for Collection - 131.1 157.5 136.1 -
securities Portfolio 2,223.7 2,920.0 4,236.6 4,756.6 6,647.1
3111s Discounted - 13.3 29.5 18.9 34.1
Jeposits with CBE 242.7 415.6 681.2 1,113.6 1,934.4
Jue from Specialized ' ' -

Banks - 230.4 252.0 327.0 617.2
'ue from other banks |

- In Egypt 1,876.001) 19025 . 1.600.3 . 2,375.0 - 1,302.8

- Abroad 1,690.7 1,991.9 2,228.5 3,330.8 3,207.6
oans and Advances 3,365.202) 56364  5.263.4 8,664.9  10,966.7
nvess. in Fixed Assets - 14.1 22.6 37.6 60.2
ther Assets 595.5(3) 5663 531.4 857.4  1,648.3
Total Assets 10,133.7  14,011.5  16,229.9  21,877.6 27,226.4
abilities | .

ssued Banknote 1,817.0 2,269.0 2,779.0 3,557.0 4,518.0
pital 52.3 88.2  142.7 214.0 273.9
;sued Bonds 12.5 8.9 8.8 8.6 3.5
1serves 72.4 111.1 153.5 2440 292.6
‘ovisions 225.7 370.2 448.0 . 575.8 794.8
e to CBE 1,630.7 1,758.9 1,198.1 1,830.6 392.1
e to Other Banks

- In Egypt 352.6 511.9 1,104.7 1,886.0 3,449.8
- Abroad 2,421.3 4,258.6 4,117.3 4,728.4 4,883.7
posits 3,034.5 4,031.1 5,451.1 7,573.7  10,586.9
eques due for payment - 47.9 62.3 81.6 -
her Liabilities 514.7(4) 555 5 764.4 1,177.9 2,031.1



. Banking Systen
" Breakdown. of _Depocits

As of Decenber 31.

Exhibit ¥!

(L.E. Millions}

M
Year 1978 1979 1980 1981
Item Lc FC Total Lc FC Total LC FC Total Lc FC Total
1, Goverrment Deposits: : .
~ Cemand D2posits 157.4 10.8 168.2 172.9 21,7 - 194.6 270.4 10.9 281.3 355.3 18.9 314.2
-~ Time and Savings Deposits 63.1 2.9 66.0 69.3 1.4 6.7 94.3 10.7 105.0 146.3 1i.9 158.2
- Earmarked Deposits 42.5 11.0 119.5 54.0 74.4 128.4 47.9 243.) 291.2 56.2 329.1 335.3
Sub-Total 263.0 90.7 353.7 296.2 103.5 3yy.7 312.6 264.9 677.% 577.8 359.9 917.7
2, Public Sector:* . . .
- Demand Deposits 412.9 232.7 645.6 m. 2813.9 “1,055.6 1,047.2 401.7 1,448.9 1,235.9 142.4 1,378.3
- Timeand Sayings Ueposits 2341 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 21,2 5717.3 357.9 336.5 693.4
Sub-Total 8913.0 617.9 1,510.9 1,3687.9 724,2 2,24 1,971.0 747.9 2.,718.9 2,51.0 669.4 3,240.4
3. Privat2 Sector:*® , . .
~ Demand Deposits s 2231 942.2 833.7 7.6 1.051:3 1,025.6 290.5 1,316.1 1,290.9 374.8 1,665.7
- Time and Savings Deposits 692.4 167.8 860.2 980.8 500.1 1,480.9 1.444.2 938.7 2,382.9 2,334.3 1,762.2 4,076.5
- Earmirked Deposits 58.4 56.4 114.8 1n.s B0.7 152.2 124.5° 136.2 260.7 225.9 240.4 466.3
Sub:Total 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 3,451, 2,357.4 7 6,208.5
4. Others: . .
- Demand Deposits 65.7 24.4 90.1 49.9 6c.0 T 53.6 7.9 61.5 32 6.1 4.1
- Time and Savings Leposits  123.6 n.s 155.1 101.0 348 135.8 62.0 86.3 148.3 35.4 63.6 99.0
- Earmarked Deposits 7. 0.2 3.9 4.2 2.6 6.8 5.2 2.3 1.5 6.9 10.9 17.8
Sub-Total 193.0 56.1 249.1 155.1 99.4 254.5 120.8 95.5 211.3 4.3 40,6 154.9
Total Veposits 2,818.9 1,212.0 4,030.9 3,725.2  1,125.5 5,450.7 5,098.7 2.474.7 7,573.4 7.054,2 3,467.3  10,521.5
- Total Demand Depasfts 1,355.1 491.0 1,846.,1 1,828.2 585,2 2.413.4 2,396.8 Mm.o 3,107.8 2,914.1 542.2 3,456.3
- Total Time & Savings Deposits 1,113,2 241.5 1,254.7 1,474.2 642.5 2,116.8 2,188.2 1,140.7 3,328.9 3,4913,2 2,008.2 5,501.¢
- Total Earmarked Deposits 350.6 479.5 830.1 4227 497,08 920.5 513.7 623.0  1,136,7 646.9 916.9.  },563.8

* Puplic Sector Includes Public Business Sector and Financial Intermediaries,
*= Private Sector includes Private Business Sector and Household Sector (Individuals,

non-profit organizativas and foreiga institutions operating in Fgypt.

N.B. LC means
in Egyptian pound.

local currency (Egyptian pound) - FC means forefgn currency equfivalent



Loans and idvances Exnibit vI1
Extended to the rrivate Business Sector=
By_the Bankirg System

As of Deceaber 1), (L.E. Thouseads)
! 1978 : 1979 1980 193]
Sector of Activities i
Lc fC Total Lc B > Total Lc FC Total Le FC Total
. Agriculture
- One year maturity 72,288 25 72,313 62,589 978 63,567 93,39 z,646 96,037 194,182 13,396 202,578
- Mere thaa one year 14,359 - 14,359 20,338 3,162 23,500 23,344 4,148 27,492 81,976 3,596 85,572
Total Agriculture 86,647 25 86,672 v2,927 4,140 87,067 116,235 £,794 121,529 276,138 16,592 233,150
. lncustrl
- One yesr maturity 191,995 15,683 202,678 275,402 29,052 304,453 400,381 147,079 547,460 116,794 186,725 903,519
- More thin one year . 25,762 14,728 40,490 47,716 16,825 64.54) 83,176 27,640 110,816 131,546 52,859 1£4.405
Total ladustry 212.757 30.411 244,168 323,018 45,877 36y ,495 443,557, 174,719 654,226 udld, 340 239,564 1,087,924
. Cormerce ,
- 0ne yeor maturity 136,080 23,799 153,879 252,498 102.607 354,105 463,291 163.7}5 627,006 1,043,781 41,447 1,515,228
- Mure then one year 4,050 1,831 ',’, ast 7.248 3,526 10,774 14,610 6,112 20,722 16,883 9,926 26,899
Total Conmerce 140,130 25,630 155,760 259.246 196.133 365,479 477,901 Joy,827 047,728 1,000,004 4d1,373 1,532,037
3. Services .
- One year maturity 29,579 5,961 35,540 61,981 18,624 80,605 114,521 34,029 153,550 334,660 157,942 492,628
- Hore than one year 15,760 5.594 21,354 37,026 8,061 45,081 57,241 13,152 70,393 105,481 27,354 132,835
Total Services 45,339 11,555 £6,894 39,001 26,685 125,686 171,162 LY I I ¢¢d, 93] 440,167 163,256 625,483
Al Activittes .
- lotal one year maturity 429,942 45,468 475,410 652,470 151,261 803,731 1,07 ,584 357,465 1,429,053 2,289,443 829,510 3,118,553
- Total more than one year 59,931 22,153 82,084 112,322 31,524 143,896 178,371 51,052 229,423 335,886 93,235 329,621
Total A 439,873 67,621 557,494 Jod,792 142,835 947,027 1,249,945 408,521 1,638,476 2,625,329 323,245 31,548,524
. Loans und Advances
E3¥ondad to PubTic Sector
- Oune year maturity 1,246,577 12,124 1,256,751 1,675,082 12,407 1.888,:89 2,590,982 30,403 2,621,391 3,569,214 95,353 1,664,567
- bOre tnan one year 30,865 V8,134 13z,999 £6,325 203,833 2v9,158 148,371 261,695 412,066 226,383 323,553 519,936
Total B 1,777,442 120,308 1,897,750 1,962,407 216,230 2,177 447 2,739,343 294,104 3,033,457 3,795,597 418,500 4,214,503
. lutal A ang 8 2,267,315 187,929 2,455,244 2,727,199 399,075 3,316,274 3,969,308 702,625 4,691,933 6,420,925 1,332,151 2,763,077
2 36 23 28 46 30 ) 53 35 il 69 46

AC 1

N.B, liC reeans lacal cgrrency (Egyptian pound) - FC means foreign currency equivalent
n .

frcludes: non public sector joint-stock compenies, limited liabllitles{ partnerships, Syptisn poun

cooperatives and Individudls enterprisas.



BALANCE SHEET

OF COMMERCIAL BANKS*

As of December 31

EXHIBIT VIII

(L.E. Million)
Lten Year 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 3.1
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 242.6 404.6 576.4 941.0
- Abroad 1,608.2  1,721.4  2,418.8  2,313.7
Loans and Advances 3,688,8 4,397.2 6,609.7 8,725.4
Investment in Fixed Assets 9.1 16.5 30.5 52.5
Other Assets 2445 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 82.0
Borrowings from CBE - - - -
Due to Other Banks:
- In Egypt 195.0 363.1 591.5  1,071.9
- Abroad 635.0 739.4  1,350.5  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 Commerzial Banks

Sreakdown 0F Deposits.

Eahibit 1Y 5

As of Uecenber 31, ( hoysan
Year 1978 1979 1500 193)
| seetar Le FC Total Le FC Total Le FC Total Lc FC Total
V. Gaverasent Deposits
- Cémand Deposits 59,859 9,126 68.985 £6,054 21,639 87,733 111,90 10,3235 122,254 153,359 14,463 10E,822
- Tice eng Saviugs Daposits €2,350 2,31 64,601 69,122 7.206 76,329 92,900 10,346 103,286 141,217 11,355 152,822
- faniarsed Cepusits 42,251 17,631 59,922 53,960 32,155 71,115 47,912 74,669 122,581 5¢,182 11,395 ¢8,577
Sub-Total 164,510 29,078 193,548 189,177 46,000 235,177 252,743 95,374 Jag, 121 3:1,758 31,7113 d9,4N
2. Pudlic Sector:”
- Demand Deposits 412,335 232,660 644,995 771,193 283,39) 1,055,084 9}8.612 901 ,ues 1,380,255 | 1,162,¢55 142,394 1,326,249
- Time ara Savings Ueposits 225,556 39,276 264,832 310,083 100,184 410,237 583,423 105,044 6E6 ,E€7 971,373 156,473 1,161,4=2
’
- Earrarxed Deposits 245,859, 344,332 531,191 292,954 339,534 632,928 336,079 231,193 511,212 357,439 336,543 (4,322
Sub-Total 833,750 612,238 1,501,008 | 1,374,230 724,019 2,098,249 | 1,838.514 147,920 2,004,434 | 2,493,173 609,310 3,162.583
3. Private Sector:**
- Cueand Deposits €80,640 203,000 403,76 774,506 215,954 930,460 935,954 2uh,8lv 1,201,030 | 1,180,03) 374,012 1,461,245
- Tige ond Savings deposits 606,258 167,810 854,008 960,251 200,037 1,400,208 | 1,403,044 939,237  2.341,200 | 2,254,950 1,742,158 4,001,134
- Carmarbed Geposits TR 56,477 110,565 65,321 ' 80,689 146,010 117,436 135,954 253,405 213,206 _ 225,256 aii,302
Sub-Total 1,420,592 447,367 1, c0d,35%5 | 1,800,076 790,680 -,590,3%8 | 2,436,433 1,340,077 3,790,500 | J,LiU,;e9 2,346,052  6,016,E3)
4. Others:
- Derand Deposits 50,546 24,454 75,000 47,822 6,460 54,282 52,314 6,634 59,013 36,920 5,874 36,300
- Time and Savings Leposits 122,109 27,59 150,100 100,582 32,012 152,53 61,978 32,253 94,228 35,432 6J,618 9¢,300
- Cirmerked Deposits 83 202 3,950 | 3212 _ 488, 3696|293 233 3,le 3,203 233 3,492
Sub-Total 176,353 52,647 229,000 151,616 36,956 199,572 117,284 39,1¢% 156,409 uY,ul2 Gu, 40 120,592
Tutel Leposits 2,645,005 1,ME,300 5,791,905 13,515,100 1,604,655 5,120,756 | 4,683,979 2,222,563 6,905,474 | 6,575,332 3,130,155 9,735,387
- Tetal vemena Leposits 1,203, 386 449,320 1,092,706 | 1,659,615 527,344 2.147,50y4 | 2.013,871 cod. bl 2,723,3520 2,535,173 537,533 3,073,016
- Tetad Tlme s Savings beposits 1,096,283 237,398 1,333,081 1,440,809 6Iv, 435y 2, 79,348 | 24,132,730 1,085,920  3,ees.eul | 3,307,128 2,001,830 5,411,598
< Total Earmarhed Deposits 335,936 119,642 765;378 415,477 43,822 853,749 506, 362 452,059 956,421 632,431 £57,942 1,220,311

= Public Sectur fncludes Public Business Sector and Financial Intermediaries

=* Private Sector includes Frivate 2usiness Sector and Household Sector (Individuals,
nun~-profit wyanizationsend fereign institutions operating in Egypt.

fi.b. LC means loca) currency (Egyptian pound) - FC means tforeign currency equivalent in Egyftian pound.



Commercial Banks
Breakdown of Deposits

1978 - 1981

Exhibi

(L.E. M{11ion)

t ixb

Year 1€78 1979 1980 y 123
Ltem Harch June  September December| March June September ODecenber Harch June September December | Harch June  geptember  Decemder
1. Sov. Neposits ’ -
1. Current Account 63.9 51.8 61.2 60.7 59.1 67.2 46.8 5.7 56.1 80.7 139.5 142.9 173.7 102.5 170.4 115.5
2. Time Deposits 56.9 62.9 69,2 86.5 B83.6 90.1 82.2 © 99,5 106.8 116.6 123.3 113.6 127, 132.2 138.0 142.7
{I. Semi-Gov. Deposits . . . . .
1. Current Account 88.2 163.2 87.0 99.9 125.9 209.9 255 252.0 625.8 450.1 459.7 328.0 479.6 _175.9 355.2 404.8
2. Time Deposits 78.2 60.4 70.9 100.3 115.9 120,45 126.3 168.7 | 150.4 193.8 194.4 212.7 213.3 405.9 281.1 368.7
ITI. Other Current Account
b, Free 880.4 101.8 - 958.6 1024.6 1141.8 1235.6 1169.5 1327.2 1380.8 1518.7 1520.8 1523.4 1504.4 1698.3 1817.7 1976.0
2. Carmarked 92.9 01,9 115.8 130.6 138.6 1€5.0 208,4 220.9 191.7 254.1 325.5 321.8 310.4 291.0 330.1 366.2
IV. free Deposits 557.9 744.5 813.2 :
One month maturity 191.4 197.6 181.6 121.2 205.8 234.6 am.a 259 209.3 292.3 329.6 3.2 391.4 134.¢e
1-3months maturity 98.5 79.6 67.e 88.2 103.5 105.9 124.2 135.1 189.2 "74.0 203.4 210.6 268, 3149
36 " . 65.9 65.4 18.9 £3.8 83.2 97.6 122.5 140.8 100.5 134.6 148.4 197.4 226.4 300.0
6-12 - v 125.5 146.1 124.7 117.4 128.5 .z 195.5 208.9 222.4 262.2 221.5 358.5 293.3 494.7
Hore tnan one Year . .
maturity 1.6 1.6 45.0 §}.3 152.0 213.5 274.8 296.0 359.3 398.6 507.7 470.2 699.2 605.3
Y. €armarked Time 4.0 3.7 5.1 6.1 n.a 24.1 25.8 20,0 24.3 29.7 30.2 33.0 3.0 40.8 43.7 42.]
Vegasits o :
Vi. Saving Deposiis RERN] 378.0 402.7 430,1 443.5 468.2 484.7 529.8 552.1 598.5 638.5 689.) 132.7 197.2 826.0 906.5
.
YIL. Other Deposits 48.5 46.0 40.5 44.1 41.0 46.6 44.4 48.7 40.5 47.5 51.5 49.8 62,5 5e.8- 73.3 41.3
H11. Foreian Currency 572.0 603.4 659.1 736.3 856.6 1029,0 1133.5 1216,0 13921 1649.2 1747.5 1834.5 1998.2 2322 9o 2261 o 2739.6
bepnsits
2718.9 2096- 4 3845.5 3287.6 J695.1.  4200.4 4364.9 473101 5518.3 §978.7 6317.6 ~ 6517.4 7043.7 7596.5 8176.9 5303.1

* Includes

established under Law 43 of 1924,

Public Sector as well as Joint Yenture and Private Sector Commercial Barks



Loans and__ Advances
Extended to Private Business Sector*

by Commerg_la] Banks**

£xnibit X a

December 1278 December 1979 December 1980 December 1981
Sector of Activicies :
LC fC Total Lc FC Total L fC Tatal (19 FC Total
1. Agriculture
- One year maturity 3,102 25 RN 11,844 978 12,422 15,114 2,646 17,760 19,294 13,396 92,690
- More tnan ons year 437 - 5}1 1.364 1 1,328 1.125 122 1,252 2,152 - 2,752
Total Agriculture 3,539 25 3,564 13,208 989 14,197 16,239 2,113 19,012 82,051 13,396 95,447
2. Industry '
- One year maturity 184,891 15,683 200,574 267,733 23,052 296,765 384,252 147,073 531,331 686,308 186,725 873,033
- More then one year 10,375 9,219 19,594 22,993 5,135 33118 42,006 §.217 48,223 12.511 19,957 97,428
Total Industry 195,266 24,902 220,168 295,716 34,187 329,903 426,258 153,298 579,554 763,819 206,692 970,511
3. Conmerce .
- One year maturity 135,835 23,799 159,634 252,195 102,607 354,802 462,836 163,715 626,551 | 1,043,210 471,437 1,514,657
- More thai one year 2,875 1.830 4,705 %.819 1526 9,365 13.031° 6,112 19,143 L)san 9,926 25.1C3
Total Comparce 138,710 25,629 164,339 258,004 106,133 364,167 475,807 169.827 645,694 | 1,058,387 481,373 1,539,760
4. Services
- One year maturity 28,903 £,961 34,664 59,550 18,624 78,174 113,544 44,029 167,573 329,849 157,951 467,790
- Hore than one year 904 3,024 3,928 8,621 2,132 - 11,353 _20.630 4.9 23,961 _29.578 11,019 _39.89%
Total Services 29,807 8,985 38,792 68,171 21,356 89,527 34,174 48,360 182,534 358,425 168,960 527,385
A. A1l Activities
- Total one yesr maturity 352,731 45,468 598.199 591,322 151,261 742,583 975,740 PP _WIT T v 138,660 . 829,509 2,568,170
- Total wore than one year 14,591 14,073 28.664 43,807 11,404 55,21} 76,792 16,787 93,579 |__ 124,021 40,912 __164.913
Grand Tcrel 367,322 59,541 426,863 635,129 162,665 797,794 1,052,538 374,256 1,426,794 | 2,262,682 ~ 870,421 3,133,103
B. LQans and Adyanges fagended
tz tn2 Pyolic Business Secior .
- Oaz year maturity 1,743,950 12,174 1,788,124 | 1,873,457 12,407 1,887,874 2,568,678 30,409 2,619,987 [ 3,565,022 33,353 3,650,983
- ¥ore then one yest 2,668 5,060 7,728 21,632 230 27,842 28,352 2 28,378 | __26.152 1890 27032
Tota) (8) 1,248,618 17,234 1,765,852 |} 1,903,629 12,637 1,915,716 2,617,030 30,435 2,647,405 | 3,591,709 96,943 3,683,732
C. lotal A and 8 2.115.940 28,275 2,192,71% | 2,53€.208 176,302 2,713,510 13,669,968 404,691 4.024.259 | 5,851,470 | 957,364 6,82 833
D. A/C X 17.4 17.6 16.5 25.0 92.8 29.4 24.7 92.4 35.0 38.6 90.0 45.9

* Includes non-Fublic Sectar

4 el o Mlae .

Jotat Stock Companies, Limited LiabiVities, partnerships,
Ca=narcia) banks established unda Law 43 of 1974,

Cooperatives and proprictorships,



Breskdown of

Loans and Advancp; of Conmercia, Janks « Exhibit X b
- By Haturity § Type of Securlty (L.E. Hl;l!ons)
\ Year 1978 Wi 1900 ‘ ERTT)
Tten - March June September Lecenbe| Harch  June "Septerbar uecex'wuu_- March June Seplemper December March June Stptenber December
1. Gnz Year baturity: )

1. Secured by cotton 87.0 11.0 73.0 132.0 132.8 95.4 ° 93.5 172.6 124.3 119.2 216.6 175.0 131.3 131.3 jze.2
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
3. §§35:6d by other goods . 179.2  -182,0 1%0.4 204.6 208.0 209.2 235.4 . 298.1 344.1 344.2 375.4 464.0 515.3 629.5 g2r.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.z, 2.9 12.0 3.2
5. Secured by gold 0.8 0.8 0.7 0.1 0.8 '] 0.3 . - ]4 1.6 1.8 « 2.7 5.5 1.2 -13.0 20.0
6. Secured by real estate mortc g 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 28.6 n.a 35.5 i1.0 .53.8 . 6.6. g8y 104.7 113.4 146.0 193.2 2715.1 J29.8 3947
8. Secured by contracts 8.4 9.6 9.6 10.0 9.0 - 12.0  12.4 15.6 - 23.6 23.0 28,7 19.6 39.6 - 60.0 53.5
9. Other corporeal securities 188.3 206.4 1620 214 .4 185.0 - 221.0 310.0 . L 270.4 294.0 351.4 308.3 403.0 480.4 584.7 126.4
10. Without In-kind  securities ! '

a) Personal guarantee 236.0  237.8 2911 283.0 293 4.0 33.0 368.8  417.0  445.3 ' 518.4] 576.0 629.0  759.3  p)2.9

b) Hon-Guarantee 2,513.0 2,652.0 2,286.0 2,695.0 | 3,102 3,344.0 3,123 0 3.650.0 3,488.0 3,989 ¢ 4.675,0(4,722.0 4,727.0 5,208.7 4,580
Total One Year Maturity 3,250.5 3,408.0 3,053.5 3,585.7 | 3,981.2 4,271,5 4,120.1 4,876.0 4,512.7 5,404.6 ©5,287.6[6,598.7 6,%47.8 7,769.0 7,112.3

' ' s
I1. Hore than Year Maturity
1. Secured by real estate mortgag 1.8 0.01 0.0 0.0 0.0 20 2.4 14.6 13.1 Jlui 37.3 35.0 37.6 42.3 52.0
2. Other securities 16.4 8.7 20.9 33.0 55.0 51.6 2.3 80.3 91.0 . 88.3 97.0) 104.0 104.4 123.1  150.5
3. Hon-Guaranteed . - - 2.1 — —_ - ant - —_ —_ _— - -— — -
Total more than on2 year Jds.2  18.71 230 3.0 5.0 537 54.7 94.9 1010 119.4 131.3 139.0 142.0 i65.4 202.3
Grand Total 3,268.7 3,426.7 3,076.5 J,GIBL? 4,036.2 4,325.2 4,191.3 4,970.9 4,616.8 5,524.0 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. 2.1 2. 2.0 2.0 2.1 2.6

3
= Includes Puolic Sector as well as Joint Venture and Private Sector Commercial Banks

' established under Law 43 of 1974,



DBalince Sheets of

Public Sector Comaerciz) Banks

{ L.E Willions)

o Year e 8 S1978 ... I n]ao e — e .1961_ -
It Magch June [September |December| MArch | June !Septemberl Decenber | March I— J“"" S"p"e““"‘r D"c”"‘“" : ”"C" I Ju"" ' eptenter 'Dcc; oy r
Assers , ' o I ; } | i }
= ! | !
| ] |
Gold ] . - : i ' :
Cash | 73 89 AL R I 104 122 14y , ng b so I 150 i 195
Quecks for Collection ! 453 125 j % omE b7 ng 08 (ERE:Y A P 127 123
Seaurity lcfolio 3 509 . 847, 559 | 516 | 603 648 657 i 613 | 61 g 692 n
B1l1s Discouncod 12 I [ I 29 4 2 8| 3o oz L‘; 8
Cfesles with GIE 7 . 378 638 426 ’ 587 l i 1051 | 946 egg , 830 960 I wg; 1261
2L il- ' i | : )
Disiis with el ! 56 160 B4 e ! R ET; ' 152 L9 | e ¢ o200 ! o 0 z3
Secelts with athar i : : ! i - :
oanks . ‘ ; i . : I :
- In Egypt 293 155 226 250 , I 258 ! | 261 128 ' 285 | 258 ‘ 384 o X0 : 405
- Abroad 1235 . 1424 1497 13770 | U8 g , 1679 I 1872 1833 | ez :oest Loaes 1320
Loans & Advances b 309 1 3538 4146 4005¢ : 4015 ' 13364 . 3690 430 } 4606 g 4967 : 3435 ; 6219
) . : ) ' ]
lovestoents ia Faxed ' . i ’ . . .
Assets 3 3 LI 3 ! 7 H 5 5 6 5o 5 ; °
Other assels 334 293 ; 273 . 200 l 262 1625 1963 : 2041 1356 - - 1718 H 527
[l ! i
Total Assels ! sezz | £519 1T ) 7503 7394 ; 7689 - 9446 10369 ! 10551 10701 11437 14e
' ) i 4 l' ;
Lissrlities | ; .
- _ !
Capital Lo e P2 i 28 . 40 40 %4 4 1 1 6
Reserves 17 ' 84 il m - no 180 150 14 174 178 s 174
provisions 166 194 P 250 249 ;%0 382 393 392 390 & 479 455
Lus to CUE 1544 1589 8 toasee. a7 43 : 56 68} al 75 73 €l
Corrowlags fron | ! ' 1347 1554 1432 1138 1212
Luc to Olher Banks I . i
- la Egypt ' PR B CoN66 . 171, 200 1 236 246 303 343 3-8 e
- ibrowg . 294 , 593 ‘ 699 621 , 674 - 669 865 1163 1007 1048 116 1398
. « . 4 sqe 3
Deposits Nz s Vgl | 41ee - 4523 LS 5652 575: 603: 6434 6a8: 8l
eces D for Paymont i i 40 l - 44 ? 52 54 ! 7 5_ ! ¢ 73 7% s
Gther Liabllitles - w 1w bosa 50 . §25 608 S 1 08 88z ton 1259
. tane Teran lLoans I ‘: i 80 52
Tutal Lilabilities s sex, 6519 ;181 7503 7494 7689 9448 110369 10551 1070 11437 1148




Exhibie X1t
Public Sector Conmercial Banks
Breakdown of Deposits

As of Uecember J1. . (L.E. Thousands)
Year 1978 1979 1980 1981
Sactor : Le Fe TOTAL Le FC TOTAL Le FC TOTAL e TFC T TOTAL
1. Gevernzent Deposits:
- [eman¢ deposits .59,859 9,126 68,985 65,604 21,560 87,164 11,376 10,278 121,654 151,055 14,370 165,425
- Time and Savings Deposits 62,360 2,32 64,681 67,833 6,971 74,804 83,896 9,582 98,478 123,160 10,329 133,489
- Earmarked Deposits 42,291 17,621 59,922 53,960 16,677 70,637 - 45,624 74,659 120,293 56,167 11,895 €8,052
Sub-Total 164,510 29,078 193,588 187,397 45,208 232,505 245,896 94,529 340,425 330,382 35,584 356,956
2. Public Sector;® - '
- Cemand Daposits 386,258 222,721 608,979 728,353 265,885 994,238 890,278 384,169 1,274,447 | 1,081,134 128,394 1,209,528
- Time and Savings Deposits 204 280 21,328 225,608 270,490 68,650 ° 339,140 ' 459,688 63,806 523,494 700,163 115,277 815,440
~ Earmarked Deposits 241,192 325,827 567,019 282,749 297,165 579,914 ¢ 320,307 186,815 507,122 347,044 291,630 638,724
Sub-Total 831,730 569,876 1,401,605 | 1,281,592 631,700 1,913,252 + 1,670,273 634,790 2,305,063 | 2,129,341 535,351 2,653,652
3, Privite Sector:*e . R
- Derand Degosits 640,325 173,669 813,994 695,835 154,461 850,296 ; 783,197 191,158 975,355 886,108 240,888 1,125,992
- Time and Savings Deposits 662,349 110,475 772,824 915,591 364,268 1,279,859 . 1,236,492 641,287 1,879,779 | 1,743,485 984,135 2,727,670
- Earmarked Deposits " 49,709 36,297 86,006 51,620 51,185 102,805 ! 82,857 65,3N 148,228 109,374 86,941 196,315
Sub-Total 1,352,383 320,441 1,672,829 | 1,603,046 569,914 2,232,950 i 2,107,546 839,816 3,007,352 | 2,734,967 1,212,000 4,050,977
!
4. Others: 3 )
= Demand Deposits 50,527 24,323 74,850 47,082 6,001 53,083 1 52,116 5,220 57,336 30,655 4,985 35,630
- Time nd Savings Deposits 92,109 25,178 117,287 60,582 26,548 . 87,130 21,573 19,511 41,084 8,912 3,615 40,527
- Earmarked Deposits 3,647 29 1,676 3,212 484 © 3,696 2,874 i89 3,063 3,093 26) 3,244
Sub-Total 146,283 49,530 195,813 110,876 33,033 7 )44, 9wy 75,503 24,920 101,403 42 ,bal 36,661 79,51
[]
Total Deposits 2,494,906 968,925 3,363,831 | 3,242,911 1,279,855 4,522,766 4,100,278 1,654,055 5,754,333 {5,240,340 1,920,806 7,161,145
Total Demand Deposits 1,136,969 429,839 1,566,808 | 1,536,874 447.907 1,984,781 | 1,841,967 590,825 2,432,792 | 2,148,952 388,633 2,537,585
Total Tine 8 Sayings Deposits!.021,098 159,302 1,180,400 | 1,314,496 466,437 1,760,933 | 1,806,649 736,186 2,542,835 |2,575,720 1,141,406 3,717,126
Tota) Earmarked Deposfts 336,839 379,784 716,523 191,541 365,5]1 757,052 451,662 327,044 773,706 515,658 390,767 906,435

*  Public Sector {ncludes Public Business Sector and Financial Intermediaries . . . ¢

** Private Sector includes Private Business Sector and Household Sector (IndividuPs, nca-
profit organizations ana foreign Institutions operating in Egypt.

H.B. LC mcans local currency (Egyptian pound) - FC mesns forefign currency equivaleat in Egyptian pound.



Loans 8 aavances Extended to
Private Business*by Public Sector

Conmercfal Banks

Exhibit XI1}

( L.E. Thousanas)

December 31, 1978 Pacember 31,.1979 December 31, 1982 Deceaver 31, 1951
Sector of Activities
Lc FC Total LC FC Total L FC Total LC fC Total
1. Agriculture:
- One yesr maturity 2,64) 1 2,642 9,656 - -9,656 13,508 - 13,508 65,396 - 65,536
-~ Fore thin ond year 437 - 437 1,316 - 1,316 921 - 921 1,785 - 1,785 -
Total Agriculture 3,078 1 3,079 10,972 10,922 14,429 - 14,429 67,751 - 67,73}
M. lraustry: . _
- One year maturity 168,913 8,655. 177,568 237,164 s 4,026 241,190 326,961 23,365 350,320 543,800 56,804 660,604
~ Mare than one year 2,658 7,781 10,439 11,689 1,998 13,687 20,937 4,115 25,052 35,270 3,149 42,4156
Total Industry 171,511 16,436 188,007 248,853 6,024 254,61 347,848 27,460 375,318 589,070 59,953 649,023
111, Coemerce ] ' .
- Cne yesr maturity 109,702 3,122 112,824 154,929 23,210 179,139 304,906 24,390 329,256 604,788 49,C¢3 653,651
- More than on2 year 2,53 796 3,332 1,789 < s 1,769 4,524 - 4,524 5,440 . _ 554
Totel Commerce . IlZ.?jB 3,918 116,156 156,718 24,210 180,928 309,430 24,390 333.d26 810,223 43,663 659,231
IV, Services
- Cre year maturity 21,884 3,994 25,878 A 8,106 51,618 76,345 67,389 144,234 186,970 86,028 272,958
- More tnan one year 4 370 474 8.:iu - 8,140 10,826 - 10,826 18,083 1,546 19,626
Total Services 21,888 4,464 26,362 51,653 8,106 59,759 87,171 67,603 155,060 203,053 37,574 292,627
A. All Activities -
- Total one year waturity 33,140 15,772 318,912 445,262 36,342 481,604 721,720 115,714 837,464 1,101,554 191,895 1,593,449
- Tots] mure than one year 5,6L5 9,047 14,682 22,934 . 1,998 24,932 J7.20§ 4,115 41,323 70,573 6,695 7 75,213
Grand Total (A) 308,775 24,819 333,594 460,196 38,340 506,536 758,428 119,059 878,787 | 1,472,132 156,590 1,668,722
B. Loans & Advances Extended o '
tne Public Business Sector R
- One year aatyrity 1,740,361 9,010 1,749,371 1,846,313 9,956 1,856,269 | 2,520,921 22,928 2,543,849 3,445,178 69,565 3,514,743
- Mire than one year 2,188 3,928 6,116 27,202 - 217,202 29,168 - 28,168 25,659 - 25,639
Total Public Sector 1,742,549 12,938 1,755,507 1,873,515 9,956 1,483,47) 2,549,039 22,928 2,572,017 3,470,837 69,565 3,520,392
C. Total A ana E 2,531,324 37,757 2,039,081 2.339.71_1 48,296 2,390,007 3,308,017 142,787 3,450,804 | 4,942,969 15;6__.!_5_2 5,209,124
D. &l Sectors/Votal A BB 15.1 65.7 16.0 20.0 79.4 21.2 22.9 83.9 25.5 9.8 73.9 32.0
{AC) = :

n.8. LC swens local currency {Egyptian pound) - FC means foreisn currency equivalent in Egyptian pound.




Joint Venturc'ana Private Ccmmercis] Danks,

Balance Sheet of

. Exhibit XIv

(L.E. Hillions)

T ; ; ™ :
Year ) 1974 i 1979 —- pAn e _ 51 .. .
Itum Warch June ISeptgmber Oecember: March June ISeptemaerl ‘Decemnver | March !_JUDG ! Seplembeq December | March Jur:LsfSeplcr:uer !Becenttr
sse: o ! 1 I ! ! T T -
Gold I X l - 1. 1 1 ' !
Cash U y ! a5 s 13 1 12 15 I # i o2 . 2
Checks for Collection : . 6 10 13 [ 4 23 23 2 H 3 43 ! 56 ' 73
Seeurity fortfolic 3 5 ' 5 : B | B 9 l 10 , B ' 14 16 i 18 20 . 25 37
BL1ls Dlscountud IR T T T R I B A O 1 A R T
Dupcsiits with GiE 33 l 22 38 I & | 4 S0 ’ 94 . 122 } kil 197 188 200 | 38 ' 670
. . i
Due from Specislized I i g L s l L | v ! 25 22~ L] ! 51 l 1z B 7 ;
t N . I
Cu2 from cther banks: : ) l ' ' t ) ! : . :
- In Egypt 28 42 57 i 88 125 126 & 16 LR T: R A1) 21 ! 33 ; 3 {350 P8l
- Abroad 107 118 168 ' 186 210 216 ; 268 : | 408 490 585 t 587 o610 ' 748 } 993
Loans & Advaoces 70 87 105 i 151 274 1 ! o382 , ;509 ' 612 725 ’ esl : 1098 : 1422 HER AL
\peestruats in rixed ) 2 2 1 s 8 ' 10 14 Ca g 25 % ¢ ow low | !
Othor Aksutu 10 (£ TS} N ) as 20 | 89 96 S0, 103 ¢ 196 < ‘- s 125
: ; i ' i i
Total Asuots 254 291 398 506 . 120 822 917 ' 1380 1639 1941 l 2194 2672 3<00 4528
' 1 i '
Lisbilities ’ ’ ' ] : !
i
Capital 10 1) ' 18 : 3 !4 ) N ! "o " g 100 106 123, 127 14 :
Reserves 1 ] 2 2 3 4 6 " 20 20 20 2 35 35 Coes i
provisions 1 LI B Pl a 7| 16 18 2 28 12 s . 6
Due to CBE ! .2 (I ' 13 16 i
Borrowlngs from I . ' ’ L : !
CDE ! ! l ! [
Due to Othor UVanky } ) :
- In Egyp: 2 ) 39 59 Cohe 135 163 2 219 295 ns 3¢9 505 ¢
_ ibroad 3 5 17 42 ! kY 61 85 jo4 187 172 227 250 3
Deposlts 194 218 ) 328 ' 470 508 598 B22 966 18 1313 1530 1521 2544
Qiecks Deo for Payrreat : 8 l 4 4 3 | 7 . 10 10 LR H 16 2
Othur Liabilitles 15 22 .30 I 60 83 15 to12s . 87 154 221 319 455 326
[} .
: T T : -
Total Liabliltties 254 291 398 506 729 822 s 1180 1639 . 19491 ;2194 2672 3200 €323




Jofat Venture and Private Comnercial Banks

Breakdown  of ‘Deposits

As of Decamber 3).

Erhibit XY

(L.E. Tnousand}

Year 1978 1979 1980 198) )
Sector ' 1’ FC TOTAL LC FC Total LC FC Total | L FC Totel
1. Gevernment Deposits:
- Demsnd Deposits - - - . 490 79 569 554 44 598 3,304 93 3,397
. = Time ond Savings Deposits . - - - 1,290 235 1,525 + 4,004 804 4,804 18,057 1,026 19,083
, - Earmarked Deposits - . - - a7s 48 : 2,280 2,258 15 10 25
tut-Total - - - 1,780 792 2,872 6,846 846 7,694 21,376 1,129 22,305
2. Public Sector:® - ; .
- bemand Daposils 26,017 © 9,919 36,006 | 42,840 18,006 60,846 ' 48,334 17,513 66,847 . 82,121 14,000 6,121
- Tiae and Ssvings Deposits 21,276 17,94y 39,224 39,563 31,534 71,097 ' 122,135 41,238 163,373 | 271,316 75,196 346,512
- €arzarked Deposits 4,667 19,505 24,i72 10,235 42,779 53,014 . 15,772 54,378 . 70,150 ; _ 10,795 44,053 * 55,658
Sub-Total 52,020 . 47,392 99,412 92,636 92,319, o4, 9] o 186,24) 113,12y 239,370 ¢ 364,832 134,059 194,891
J. Privete Sector:e* § : .
- Cumand Deposits 40,321 49,411 89,732 78,671 61,492 140,163 147,757 74,118 222,475 300,524 133,728 434,252
- Tiac ana Savings Leposits 22,509 57,335 81,244 44,660 135,768 180,428 | 166,550 294,949 461,439 | 515,466 757,999 1,273,465
- Earmarked Deposfts 4,319 20,180 24,559 13,700 29,504 43,205 | 34,579 70,572 105,172 105,833 152,215 2£1.143
cub-Total 58,609 126,926 195,535 137,032 225,764 303,796 340,086 440,26t 749,146 921,623 1,044,052 1,965,865
) |
4. QOuners: ‘ |
- Demand Deposits 19 13 150 740 459 1,199 258 1,419 1,677 n 849 1,160
- Time and Savings Uzposits 30,000 2,813 32,813 40,000 5,464 45,464 l 40,402 12,742 53,144 26,570 29,203 55,113
- Earmarked Deposits 5] 173 224 = - - | 6} 44 105 _ 27 1458
Sub-Totsl 30,070 am 33,1487 40,740 5,923 46,563 : 40,721 14,203 54,326 26,902 30,01y 57,031
:
Totel Leposits 150,699 177,435 328,134 272,190 325,798 597,948 | 582,694 558,492 1,151,136 11,334,993 1,209,359 2,544,332
, :
- Total Demand Daposits 66,417 59,481 125,898 122,74) 80,036 202,177 196,903 93,654 290,597 386,820 148,710 535,530
- Total Tine & Savings Deposits 75,185 78,096 153,281 125,513 173,001 298,514 333,091 349,733 682,824 831,409 863,424 1,654,833
- Tots) Earmarked Deposits 9,097 39,858 48,955 23,936 12,761 96,697 52,700 125,015 127,715 1. 116,764 197,215 312,979

Public Sector fncludes Public Business Sector and Financia) [ntarmdiaries.

Private Sector {ncludes Private Business Sector and Househola Sector (Individuals,
enn-arnitt ceasniralions and foreign fnstitutions operating in Egypt,



Loans and Advances to Private Business®

extended by Jo'nt Yenture and Private

Conrciciel Banks

Exhibit xvi

(L.E. Thousancs)

December 31, 1970 Decemter 31, 1974 December 31, 1940 December 31, 154l
Sector of Activities LC FC . Total Lc tOFC Total Lt - fC -Total RO L FC Total
I. Agriculeure:
- One year maturity 461 24 485 2,188 978 3,166 1,606 2,646 4,257 13,293 13,396 26,694
- Yore than one year - - - 48 _]_]_‘ 99 . 204 . 122 Kk} 972 - 172
Total Agriculture 46} 24 185 2,236 D98y 3,225 1,603 2,773 4,583 14,270 13,396 27,666
I1. Industry: ' )
- Cne year matur!ty 15,978 7,028 23,006 30,569 25,026 55,595 57,291 65,614 " 123,905 142,508 129,921 212,429
- More than one year 2,1 1,438 9,155 16,294 3.137 19,431 21.069 2,102 .71 32,241 16,812 45,059
Total Industry 23,695 8,466 32,16 45,863 . 24,163 75,026 78,360 68,716 147,006 | 174,749 146,739 321,463
e - !
Itl. Cormerce: - i
- One year maturity 26,133 20,677 46,810 97,2:6 78,397 175,663 | 157,930 139,325 297,255 139,422 422,354 860,805
- Hore than one year 339 1,034 1,31 4,050 1,526 1,516 8,507 6,112 14,619 l 9,137 9.926 19.6613
Total Cosmerce 26,472 a,m 43,183 101,316 81,923 183,239 155,437 145,437 31,874 . 148,159 432,310 $83,469
Iv. Services .
- One year maturity 7,019 1,967 8,986 16,037 10,518 26,555 37,199 33,140 70,339 142,879 71,913 214,752
- More than one year 900 2,554 3,454 481 2,732 3,213 9,804 4,3 - 14,135 10,493 9,473 19,966
Total Services 7,919 4,52} 12,440 16,518 13,250 29,763 47,003 AN 54,474 153,372 81,346 234,753
A) 231 Sactors .
-~ Total one year maturity 49,591 29,696 79,287 146,060 114,919 260,979 254,926 241,725 495,751 737,107 637,614 1,374,721
- Total more than one year 8,956 5,026 13,982 20,873 9,406 30,279 39,584 12,672 52,256 53,443 36.217 82,660
Grand Total 58,547 38,722 93,269 165,933 124,325 291,258 293,610 254,397 548,007 790,550 673,831 1,364,341
L) toens ard Advances Extended to
tre Fuolic cusiness Sector
- One yeir maturity 16_965 3,164 19,229 29,154 2,451 31,605 67,757 7,481 75,230 | 120,454 25,788 146,2¢2
- Kare then one year 480 1,132 1,512 410 210 £40 184 26 210 498 1,890 2,633
Tetal 2ublic Sector 16,545 4,296 ?0,841 29,564 _2.68) 32,245 67.94) 1507 25.448 120,952 27,318 143,139
€ Towlnsp 2,092 3,08 114,110 196,479 122,006 323,503 | BLSS] 261,503 €245 | 9M,502 201209 16127
9j 211 Zectors/Total A and 3 73.0 89.0 81,7 85.0 97.9 90.0 8l 97.1 87.9 86.7 -96.1 0.3
MC, 3 .

h.B. LC m2ans local currency (Egyptian pound) - FC means forelgn currency equivalent {a Egyptfan pound. -
* Inclues Kon-Public Sector Joint Stock Companies, Limited Liabilfties, Partnerships, Ccoperatives and Proprieterships.




s

Balince Sheet of

Busipess and

Investment Banks

(L.E. killfors)

Year 1978 1979 1980 1981
ftea Harch June Scptember Dacawber March June Scptember December Harch June September December March June Septender * :}ccemf
Assets
Gald -
{zsn 0.8 ' 1.2 1.1 1.4 4 1.4 L2 1.7 2.6 1.8 3.4 3.1 £.5 2.2
Cheques for Collection .
Scc. Portfolio 8.2 10,3 10.6 12.7 14.1 18.6 2.7 28.7 30.6 32.0 3. 33.8 16.3 17.0
z1lls Viscounted 3.1 3.7 314 2.8 0.4 0.0 0.4 2.2 0.5
fep. with CBE - - - 0.3 0.2 0.4 0.1 2.8 .3 A 12.6 23.2 34.8 55.3
cue  frox specialized ) ‘ -
canxs 1.5 0.8 2.6 2.5 0.3
Jue from other Banks
- In Egypt 14.7 23.4 23.2 34.0 5).3 65.2 73.6 89.5 97.3 128.7 146.9 119.2 112.0 162.5
- ASroad 112.6 ]70.'5_1 120.7 146.4 i45.2 185.4 148.0 153.0 1380 211.5 m.a 203.1 175.2 283.45
Laans & Advences 22.5 48.2 58.1 70.1 87.8 99.4 113.3 129.4 136.1 175.0 1€1.1 232.0 259.5 332.6
levst. in Fixed Assels 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
CGteer Assets A 3.2 7.0 6.6 19.4 14.6 11.3 11.2 17.9 24.9 15.0 33 57.7 £1.3 34.7
lotal Assets 166.30 266.3 -25.4 288.8 317.4 385.0 72.7 428.5 431.9 5§76.3 585.2 674.9 6£9.1 832.3
Liatadities:
Caprtal 21.0 40.2., L 31.5 40.7 45.9 49.6 50.4 50.3 65.7 67.4 77.9 71.9 7.9 83.5
Reserve. 1.2 2.3 2.7 2.7 4.2 4.2 3. 1.9 9.3 7.2 9.3 12.5 12.7 16.0
Provisions 0.8 1.5 .1 2.2 2.3 2.8 3. 5.2 5.4 6.2 1.5 8.1 8.9 11.8
Due to CBE ' na 19.2 55.2 17.8
garrcwings from (BE
Jee to Ouner Banks .
- In Easpt 40.0 12.3 58.6 62.6 71.2 77.3 71.1 87.3 105.2 130.1 133.3 123.8 113.1 170.3
- ALroad 17.5 50.5 32.5 32.3 47.6 87.3 50.5 42.5 2l.6 78.2 6.9 50.9 63.2 137.5
Leoosits 76.0 90.6 89.9 123.8 125.7 142.0 164.3 187.0 194.6 248.8 259.0 217.0 266.6 327.5
Cheques due for payment
Other Lisbilities 1.8 8.3 8.5 24.3 20,5 21.8 28.2 48.2 34.1 31.7 50.2 65.5 91.7 67.9
Total Listilities 166.3 266.3 225.4 288.8 317.4 385.0 312.17 428.5 441.9 $76.3 585.2 673.9 689.3 892.3




Business and Investment Conks

Breakdown of Depos!t_s

:As of Dzcemder 31. (L.E. Thouserds)
\\.\ Year 1978 1979 1980 1981
~__
Sector : L Fe Tota} Le F Total L Fe Total Lc Fe Total
1. Gevernmeny Depc:its:
- Cemand Deposits - - - 2 128 140 65 113 178 159 52 211
- Tice and Savings Deposits - - - 100 35 135 107 244 351 482 4 9GS
- Earmarked Deposits - - - - - - - - - 15 103 121
Sub-Total - - - 102 173 27 172 357 52y 650 534 1,280
¢. Public Sector:® - .
- Lemand Deposfts - 596 596 702 2,159 2,361, 3,257 3,044 6,80) 3,083 4,133 7,216
- Time an¢ Savings Depesits - 12,618 12,048 - 23,230 23,230 2,08 26,036 30,854 16,150 14,957 51,007
- Esrmarked feposft: 1,148 - 1,144 13 409 422 - - - - 2,254 2.¢94
Sub-Total 1,148 12,644 13,792 ns 25,798 26,513 6,575 31,040 37,655 19,233 41,284 0,517
3. Privste Sector:*=
< Dermand Cepasits 586 18,334 18,820 1,684 15,844 19,178 4,282 26,193 30,475 8,423 18,378 26,£01
* Tio: and Sayings Deposits 1,877 46,399 48,276 - 6,914 17,028 84,642 6,520 150,591 157,111 R.612 0 L7380 208,322
- Larmarked Deposics 3,984 5,599 9,583 1,980 9,39, 11,369 2,423 20,621 23,044 - 7,109 27,529 34,623
Sub-Tota) 6,447 70,332 16,179 12,578 102,561 115,133 13,225 197,405 210,630 43,144 217,537 265,751
4, Others:
- Cxmand Genosits - - - - - - - - - - -
= Tiame and Savings Oeposits .. - - - - - - - - - -
- farmarked Deposits - - - - o - - - - - - -
Sub-Tota} - - - - . - - - - - -
Total Deposits 7,595 82,976 90,571 13,395 128,532 141,927 19,972 276,842 248,814 68,033 259,505 327,53€
- Tctal Dem*-d Deposits 586 18,930 19,516 4,388 12,700 22,129 8,104 29,350 37,454 11,665 22,561 34,229
- Total Tioe L 3avings Deposiss 1,877 58,447 60,324 T.0le 100,993 108,007 9,445 178,871 183,216 49,244 207,010 256,254
- Total Earmarked Deposits 5,132 £,599 10,731 1,593 9,798 1,79 2,423 20,621 23,044 7,124 29,932 37,056

e
-~

Pudiic sector includes Public Business Sector and Financial Intermedfaries,

Private Sector includes Private Business Sactor and iouschold Sector {Individuzls,

non-profit {pstititions and foreign finstitutfons
H.8. LC means local currency (Egyptian pound) - G means foreign currency equivalent

in Egyptian pound.

operating 1a Eqypi,




Loans and Advanced to Private Business=

Extended by Business and Investment Banks

As of December 31

{L.E. Thousands})

A

-3
1978 1979 1980 1957
Sector of Activities
LC FC Total LC FC Total LC FC . Total LC FC Total
I. Agriculiure '
- One year maturity - - - 202 85 287 580 575 1,555 1,490 5.871 7,361
- More than one year - - - 97 k) 130 513 197 710 1,231 9868 2,219
Toral Agriculture - - - 299 118 417 1,493 172 2,265 2,721 6,859 9,580
I, dadustry ' - )
- One year maturity - 4,222 4,222 3AR5 12,887 13,272 2,378 27,551] 29,929 3,287 42,199 45,486
~ More than one year - 9,233 9,233 975 11,305 12,280 3,505 10,835 14,340 1,608 16,059 17,667
Total Industry - 13,435 13,455 1,360 24,192 25,552 5,883 38,1366 44,269 4,895 58,258 63,153
Itl. Conmerce
- One year maturity 812 16,229 17,041 4,615 32,422 37,037 8,01 53,299 61,310 12,061 65,494 77,555
- HMore than one year - 10 10 1,433 5,959 7,392 1,083‘ 5,066 6,149 2,168 6,378 8,566,
Total Commerce 812 16,239 17,051 6,048 - 18,381 44,429 9,094 56,365 67,459 14,249 71,872 86,12
Iv. Services
- One year maturity - 3,880 3,88C 640 4,672 5,312 1,955 14,138 16,093 7,672 18,13 25,80)
- More than one year e - - - 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 24,606 26,551 11,838 39,943 51,731
A. All Activities
- Total one year maturity 812 24,33 25,143 5,842 50,066 55,908 13,324 95,563 108,887 24,510 131,695 156,205
- Total more than one year - 9,243 9,243 2,505 20,780 23,285 5,101 26,566 31,667 9,193 45,237 54,430
Grand Total 812 33,574 34,386 8,347 70,846 79,193 18,425 122,129 140,554 33,703 176932 210,635
8. Loans & Advances Extended
to Public Business Sector :
- One year maturity - - - 284 - 284 1,035 150 1,185 7,878 . 6,770 14,648
- More than One year - - - - - - - - - 60,394 - 60,394
Total (8) - - - 284 - 284 1,035 150 1,185 68,272 6,770 75,042
C. Total A and 8 812 33,574 34,386 8,631 70,846 79,477 19,460 - 122,279 141,739 101,975 183,702 285,677
D. A/C X 100 100 100 97 100 100 95 100 99 33 96 74

* Includes: Non public sector joint stock companies limited 1fabilities,

partnerships cooperatives and proprietorships.



Balance

Sheet of

Branches_of Forejgn Panks LE. Mo
Year 1978 1979 1980 1981

tem March June September December March June September December March. June September December March v June Septembe:
ssets
Gold
Cash 7.0 110 8.1 10.9 8.9 8.2 13.7 8.8 8.4 7.4 8.5 8.2 16.7
Cheques for Collection - 0.2 1.0 0.3 '
Sec. Portfolio 3.2 3.7 3.7 3.7 3.7 3.7 4.1 4.1 3.4 3.4 3.4 3.4 3.4
Bills Discounted 2.4 1.4 1.5 1.7 1.6 2.0 1.6 0.7 0.5 13.6 14.4 20.1 24.3
Dep. with CBE 14.5 14.6 14,6 14.6 14.5 14.5 T 14,4 12.9 13.9 38.6 48.2 46.3 143.7
Due from Specialized , )

ganks -
Due from Other Banks . . A

- In Egypt 26.4 62.7 81,7 83.6 62.8 63.8 100.9 - 115.7 120.6 152.4 185.5 216.7 289.1

- Abroad 269.6 327.5 292.2 612.5 420.5 377.2 497.6. 445.8 434.0 520.4 526.8 619.5 672.2
Loans & Advances 105.4 130.0 153.5 173.0- 169.6 181.0 187.0 213.1 258.0 267.2 292.1 343.7 356.3
Invst. in Fixed Assets 4.4 6,2 . 6.8 7.0 8.0 1,7 8.5 3.6 10.] 10.9 11.0 12.3 13.6
Other Assets 26.4 18.3 . 29.8 40,1 61.5 49,8 54.3 72.0 65,9 - 26.5 - 103.7 " 128.1 174.8
Total Assets 459.3 575.7 591..9 947, 752.1 ' 4.2 792.1 882.7 . 918.8 " 1040.4 ° 1193.6 1398.3 1694.1
iabilities ) . ]
Capital 25.3 23.5 27.1 23.9 28,9 28.9 - 3.0 3. N 32.9 32.8 36.4 36.4
Reserves 0.1 0.1 0.1 0.1 0.2 0.3 0.5 0.5 0.9 0.9 0.9 1.2
Provisions 1.4 8 4.5 5,8 6.2 6.9 8,2 8.]) 7.1 9.0 11.2 15.4 10.8
Due to CBE 0.6 0.7 5.7 17.0 7.9 36,5 45.8 47.3 28.% 32.1] 30.2 19.4
Borrowings from CBE ’
Due to Other Sanks

- In tgypt 72.7 130.9 110.1 124.8 126.5 ~ 146.0 182,7 132.6 209.2 259.4 280.6 254.3 223.7

- Abroad 65.3 85.1 ! 394.6 147.9 96.4 104.9 150.6 126.3 232.4 311.3 434.3 649.5
Deposits 266.9 29C.2 ! 297.7 333.4 350,4 366.8 - 371.2 372,5 403.7 420.8 425.5 473.9 497.7
Cheques due for payment 0.5 0.4 1.4 = v
Other Liabilitfes 27.6 41,4 53.9 53.9 4.7 9.7 57.2 81.5 93.6 56.1 99.2 152.9 255.4
otal Liabilities 459.3 551.9 9471 7521 4.2 792,17 882.7  918.8  i040.4  1193.6. 1398.3  1694.1

575.7




Exhibit XX1

B}anches of Foreign Banks
Breakdown_of Deposits

‘As ot Decembér 31. (F.C.Equivalent in L.E.. Thousard)
Year 1978 1979 1980 19381
Sector
1. Government Deposits:
~ Demand Deposits .- 152 4 .4
- Time Deposits/Savings .167 127 204 , =
- FEarmarked Deposits . 1= = - 1
Sub Total Neposits 167 279 208 . 5
2. Public Sector:* . _
- Demand Deposits 1,106 218 555 963
- Time Deposits/Savings 1,799 68,29 3,874 - 5,032
- Earmarked Deposits 191 © 1,864 518 - 26
*Sub-Total 3,096 . 8,373 4,947 6,021
3. Private Sector:**
- Demand Deposits 51,178 55,053 55,741 - 63,732
- Time Deposits/Savings 153,234 182,436 249,681 320,215
- Earmarked Deposits 21,381 44,817 42,710 ~  '93,062
Sub-Total 225,793 282,406 348,132 477,009
{. Others: _ o
- Demand Deposits - 7,309 . 5,011 3,840 3,514
- Time and Depésits Sayings . 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 Depasits207,592 258,052 317,400 395,411
- Total Earmarked Deposits 23,045 48,234 43,230° 93,090

* Public Sector‘inéludes 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 .-



. . Year .
ltem

197 1679 1980 1981
1. 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: - 211 152 24 -
Total Industry 8,246 - 11,859 21,599 10.056
111. Commerce v
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 4,842 13,929 -4,35)
More than one year - 1,615 2,229 11,045
Total Services 4,598 . 6,457 . 16,158. ]5,396.
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 PubTic Business Sectore
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. A1l Sectors/Total A & B - |
(A/C) % 93.5 87.3 93.1 94.3

*Includes ion-Public Sector Joint Stock Companies,

\':l\

Limited Liabilities, Partnerships,



Tatal ' ) .
Loans and Advances Extended By . . Exhibit xX11

Branches of Furelg'n. Banks

{L.E. Liillions)

Year 1978 » 1979 § 1980 1981

Secicr Harch June Septemter Decemher March June September Decewber  March June September December March June Septeber Cocexber

Loans and Advances

I. Gne year maturfty

V. with iakind sec. 59.3 38.6 83.2 95.7 106.1 102.7 92.4 178.0 224.0 123.5 . 107.6 142.4 163.6 160.2
2. without Inkind 23.9 ‘20.7 26.0 . 33.8 .6 42.9 §7.5 79.8 82.3 v 127.0 59.1 §6.3 72.2 80.2
security .

1. 1-5 yr Faturity

1. with inkind sec. 1.6 1.4 1.6 10,7 14.0 14.6 12,1 28.4 21.6 20.7 0.1 4.1 16.3 1.4
2. withcut fnkind .0,0 » 0.2 1.4 0.6 5.0 2.0 0.9 1.3 5.5 22.2 1.8 3.4 6.0 1.2
security ’ .

111, More than 5 yaars

!L-lurll'( -
1. with {nkind sec. 28.6 0.4 1.2 0.3 0.9 2.0 1.7 2.2 0.8 1.4 3.8 1.6
2. dithout {nkiqd 3.0 0.4 0.3 0.5

scCurity

1¥. Loins & Advances due
. end not piid. 8.9 12.8 12.5 12.2 n.z 1.1 1.5 2.6 3.0 4.6 7.0 5.5 - 6.1 2.6

Tatal 93.7 105.3 1.0 153.4 173.1 169.6 181 .2 3M1.6 300.2 186.9° 213.1 258 2€7.2




Balance Shoet

of

pevelopment Industrial Bank

L.€. million

Exhibit XAl

N A 1 1000 [ A9
E“Kh ! June !September December ' Harch June. lSeplembcr[becember W avch l June iZeptember !.becember: March . June _‘-Stptur..btr "Deccn',cr
| ! ! ! [ i !
| T
i
! 1 | l [ : 'l H
i 1 : .
0.23 1 0.9 0.13 0.33 0.18 0.35 0.21 ' 0,28 0.24 0.46 0.3¢ * 0.35 \ 0.33 { 0.3 j 0.2 0.44
‘ ; i 0,07 0.07 | 0.3 0.0 0.57
0.28 | 0.28 0.23 0.54 0.54 0.54 0.60 | o0.86 ! "9.92 1.37 1 1.4 - 187 1.56 ¢ 167 0 1.59 1.72
. H ' . .
! | ' ‘ ! - :
: l ; | g ! :
le ' I| ' . ' : !
| | I N -
. ! ' : : : ! .
100 0 za0 | 282 1092 2,95 1.74 a0 ' 3,08 ' 354 3o 221 .- 30 ' 3.8 3,06 2.3 5.2
i b 0.10 o7 | oos 010°F o0 | o007 ; o004 005 [ 028 " 026 . 1.6 3.8
32.51  37.63 1 42.23 46.10 49.55 54.62 | 63,48 ° 78.83 83.49 | 985 I joraz 121,80 136,30 14273 160.79 ' 183.85
. . - ; . N : )
0.01 '0.01 | 0.01 | 0.02 0.02 0.02 . 0.02 ’ 0.02 . 0.02 © 0.02 ; 0.02" : . 0.02 0.02 @ »0.02 I; 0.02 ° a.u2
0.85 1.2 2.85 9.20 10.50 | 3.66 .+ 5.90 125 | ass 9.46 ° 8.4 539 | 10 © 7.300 ° 16.C6 13.50
N ; i- .
* . l . ; I
34.92  41.93 - 48.12 S7.11 | 6384 ¢ 611 ;501 80.38 ! 92,97 13.61  120.66 133.14 | 152.06 160.€0 182.20  208.5)
: ;
; . . . !
! . | : .
1 , ) H ' .
19.00 19.90 , 19-00 ' 10.0 10.00 lﬂlo.oo . 15.00 + 15.00 ! 15.00  20.00 ¢ 20.00  20.00 20.00  20.00 20.00 25.60
: 3',, * o3 0.13 0.1 & 0,22 ; 0.2 p.22 ' 0.22 0.41 - 0.41 . 0.55 0.55 0.55 0.58 1.c2
. Lo P :
1.51 1.7 1,18 1.75 1.7 ! 2.8 | 2.84 2.38 I 2.88 4.4 4,14 5.47 5.47 . 5.46 5.58 8.70
210 8.25 10.91 15.00 | 17,99 o198 22.7) 2256 *o27.3 0 .4 8.6 43.58 49.37  5).79 60.33 §3.29
. . ! g . l .
0.02 v.28 1.00 j.00 + 1.00 1.00 2.50 2.79 2.56 2.50  2.50 2.50 2.50 2.88 12.59
. 0.09 0.28 0.01 0.01 0.01
1N.57  13.05 14,88 16.20 | 19.47 21.55 ' 635 - N2 36.11 42.42 4501 4808 §7.40 64N 70.53 7e.15
.16 5.5 | 6.67 | 9.7 1M.30 ! 5.69 1 1,17 253 5.35 2.99 7.2 12.9C 1877 1.25 15.59 2967 |
1.06 2.0 .2.20 348 l 3.28 3,20 2.84 ' 8.33 7.66 '
: i -1
e - . j
TSz Aey a8l G | 858 T e s 80ds . 92,97 V1361 12086 1.1 Tisz.os 16060 tezeo 20882 |

2loprent Industria) banks are effectively cash margins for opening

L.



Loans and Advences Extended to Private Businesss

By The Developneat Industria) Bank
As of December 3.

\
}

Exhibit XX1V

(L.E. Tncusangs)

Sector of Activity

Oacamber 1978

Decenber 1979

December 1930

Dacember 1531

Total

e .. Yera) enrrency (Eavotfan cound) - FC means foreign currency equiyalert in Egyptian pound.

Lc fC Lc FC Total Lc FC Total LC FC Total
1. Agricultu e
- One year maturity - - - 95 - 95 556 - 556 1,104 - 1,104
- Hore than one year . 69 - 69 960 3,151 » 4,111 385 4,021 4,36¢ 1,023 3,596 4,009
Tota} Agriculture - 69 1,055 3,151 4,206 401 5,021 4,922 11~ 3,596 5,73
Il Industry .
- One year maturity 7,104 - 7,104 7,669 - 7,669 16,129 - 16,129 30,438 - 3C,438
- Mare than one year 15,328 5,509 20,897 19,234 11,690 31,424 40,501 21,423 61,924 53,630 32,892 86,522
Total lndustry 22,492 5,509 28,001 27,403 11,690 39,093 56,630 21,423 78,053 5-,008 32,692 116,360
1, Comerce - - - - -
- One year maturity - - - - - - - - - - - .
- Hore than one year - - - - - - - - - - - -
Total Commerce - - - - - - - - - - - -
IV, Services
~ One yesr maturity 469 - 469 2,188 . - 2,185 681 - 681 3.6 - 3.6N
- More than one year 3,589 2,570 6.159 10,967 5,329- 16,296 12,230 8,821 21,051 21,085 16,336 37,425
Tota) Seryices 4,058 2,510 6,628 13,152 5,329 18,441 12,911 8,821 21,132 24,760 16,336 41,09
1]
All Sectors .
-Total one yeer maturity 1,573 - 7,573 9,949 - 9,949 17,366 - 17,300 35,213 - 35,213
-Total more than one year 19,046 8,079 IR 31,661 20,120 51,431 53,076 34,265 87,341 75,7192 52,824 128,616
Grand TJotal 26,619 8,075 34,698 41,610 20,170 61,780 70,442 34,265 104,707 111,005 52,824 153,829
Loans 4nd Advances Eatended to
the Public business Sector
- One year miturity ’ 295 - 295 302 - 302 2¢3 - 223 12 - i?
- More than one year 6,591 4,512 11,103 - 2,368 ' 5,385 12,753 9,687 7.091 16,778 8.630 10,831 19,461
... Total Puulic Businassy 6,886 4,512 11,398 1.670 5,385 13,053 9,910 7,091 17,00} 8,642 10,u31 19,423
Iolielcio:nd 8 33,505 12,591 46,096 49,280 25,555 74,335 !8_0_.352_ 41,356 121.70§ 119,647 __§3.655 183,302
A1} Sectors/Totsl A3 B
(A7C] 5 79.4 54.2 75.3 84.4 78.3 82.6 87'.7 82.9 86.0 92.8 83.0 £9.4



Development Industrial Bank

Totd1 Loans and Advances,

Exhibit xxv

(L.E. Hillion)

Total

Year 1978 1979 1980 1981
1tem December | March June September Cecember March June  September December | March June  September Cecesler
[. One Year Maturity:
1. Sécured by mercnandize 4.7 5,0 5.6 5.6 5.6 6.3 7.3 7.9 9.0 10.5 1T.5 1.8 16.2
2. Sccured by stocks & bonds .
J. Se;;:::g:y commercial or Industrial 0.5 0.5 0.6 0.8 0.5 i.O 1.0 " " T - 1.3 1.9 0.9
4. Securcd Dy resl estate 8 equipment
mortage 0.1
S. ditn octner 1nkind sacurities 0.2
6. '1thout Inking securlties
a) Secured by government guarantee
b) secured by personal quarantee 1.7 1.9 2.1 2.4 2.2 2.7 2.9 3.9 5.2 5.3 6.1 9.0 13.1
c) without security 0.7 0.6 0.7 0.6 1.4 1.4 1.8 7 2.4 2.0 2.2 2.8 2.9 4.2
Il. One tc Five Years Maturity:
1. Secured by commercial or {ndustrial
mortage - 10.2 1.6 12.3 13.5 16.6 19.4 21.7 24.) 27.0 30.3 31.0 35.8 2.
- Se:::::g:/ real estate & equipnent 2.5 2.5 2.1 2.7 3.2 3.3 5.3 5,2 5.8 5.4 6.2 6.6 1.8
3. uithout Inkind securities 2.1 2.3 29 3.5 4 4.8 5.9 6.8 1.8 9.2 10.6 12,3 6.7
a) secured by government guarantee ' : a
b) secured by personal guarantee 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.3 0.3 0.2 0.2 : 3.5
c) without security
I11. Five to Ten Years Maturity: s
1. Securaed by commercis) or industrial
mortage 9.6 10.8 131 16.9 22.3 24.8 27.4 29.6 3.9 36.8 37.4 38.7 41.4
2. Secired ty real estate 8 equipment *
mortage 2.7 2.8 3.6 4.2 5.2 6.5 10.4 1n.a - 150 15.8 19.2 20.1 22.5
3. Otner inkind securitfes 0.1 0.2 0.2 0.3 0.3 0.2 0.2
4. Without Inkind securlties :
a) secured by government guarantee 0.1 0.1 0.1 0.1 0.1 0.1 0.1
b) securea by personal guarantee 10.9 10.9 n.3 12.6 12.5 12.8 14.1 14.3 16.5 18.9 19.1 15.8 16 .0
c) without security '
IV, More tran Ten vears Maturity
Loans, {nstallnents 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
- 46.0 49,5 54.6 63.4 74.8 83.4 98.5 107.3 121.8 135.3 153.3 160.7 125.€




"ANNEX A"

THE REGULATORY FRAMEWORK



L e junelions Ulod central bank, the banking sector was withoul -
MUCT ETTECTIVE CORLroT.  The Government, through the Ministry of
Finance and other ministries, attempted from time to time to influence
credit policies. In other situations, the Government undertook to
establish or assit in the establishment of specialized banks such as:
The Creait Agricole Egyptien, Credit Foncier Egyptien, and the In-
dustrial 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 Govern-
ment representative in the bank. “The Government intervened, also,

to assist some of the small commercial banks in. Egypt during this
period; the last instance of this was the Egyptian Commercial Bank. (1)

The enactment of law 57 of 1951 authorized the National Bank of Egypt
(NBE) to assume some of the functions of a central bank in The ayp-
Jian TinaneTaT SveIem.. Law' b7 granted Lthe a 1 ue
kayptian currency and aliowed it to undertake certain 1imited measures
fE gﬁfiiEnEe_credit. Some of the foreign banks .were tgyptianized in
1956 -anc.their assets and liabilities transferred to Egyptian banks

(and/or newly created Egyptian banks) to take over'their assets and
liabilities. Then the need arose for a law to regulate the banking

system and give a greater deare author T e_central bank
f%?"fﬁE'HT?EEfTOn, organization and implementation of ban 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 gave the Ceptra] Bank 3 greater degree oT 35U ority in
Ihe reoulation of the banking sector, and stFE%ETFEﬁEE‘TT?’§U§Ervis-
ory role over banks' operations 1 Egypt. The NBE was nationalized
in 1960 and 1ate£_8an ve Mj so _nationalized. 1hen, in 1961,
alT the banks operating in Egypt were nationallzed 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 Eqypt (CBE), were transferred
the foreign assets and 711ﬂ$TTTfTE§'3?_?ﬁ§EEE%TBna]ized banks and

the czposits of the government, pseucn-governmental and other inter-
national organizations. 1In addition, the CBE was made res onsible
:for_the issuance of. banknotes and. the hand1Tng of payment agreements,
The second entity became the Neiional 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 Egypt which necessitated the introduction of a new law
which would further strengthen the regulatory capabilities of the CBE
in the issuance of instructions and in the supervision of banks. In

(1) E1 Greitly, Aly, and others: Study on Public Sector Banks . Econ-

omic 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 197].




this recard,, 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 current 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:

I. 'Banking Laws
S . 1)
&) The Banking and Credit Law (No. 163 of 1935)°

b) The Central Bank of Egypt tnd the Banking System Law
(No. 120 of 1975),

IT. Relevant Provisions of the Law N- . 43 of 1974 (as amended by.
Law No. 32 of 1977).

I11. The Regulations of the Central.Bank of Egypt.

1 Banking Laws

The Banking and Credit Law 163 of 1957 s 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. The
following are the most relevant provisions of the two laws:

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:
1. Monthly financial statements reflecting their financial posi-
tions 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 ¢f the minutes of
its general assembly.

1ii. The banking institutions' accounts are to be verified by two

certified auditors; such auditors must notify the CBE, in
‘writing, of any errors -or violations.. In addition, the

" annual reports should contain statements as to the means used
by the auditors to verify the existence of assets and liabil-
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 in-

" stitution _to hold funds in Eaypt din an_amoynt not 1ess than Ine
sum of Iiabilities due Tor payment to creditors and min mum re-
QUITEQ Daid-Up capiial. The Law aUthorizes The Board of Directors
ot the CBE to formulate rules and regulations -establishing the
departments for the control and supervision of “banks. Their func-
tions especially deal with ~ S

i. Methods adopted in appraising the different assets of banks.

. ii.-Fixing the ratios to be observed between.the value of loans
and Joanable value of guarantees, in additson to the desig-
~nation of the nature of the guarantees and the -fixing of the

maturities. T -

111.-The establishment and organization of a department for bénking‘,
control.: ' o

iv. Fixing the maximum creditor and debitor interest rates as well
as those applying to arrears. : :

v. The designation .of information to be published and ghe way it
' should be published. - o : -

This Law has defined a:commercia1 bank "as:

"Any institution that habitua]]y accepts deposits payable
on demand or after a period-not exceeding one year;" '

In this regard, .commercial ban rohibited from dealing in
-moveable or immoveable property, whether through purc ase, sale
Oor exchange, except: i

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 1in case of
moveables and within five years in case of immoveables.
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b)

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 genefa] rules to be followed
in the control of commercial banks. Such rules related to:

i. Fixing the 1iquidity ratio and type .of liquid assets which
should be held by commercial banks.

11. 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 Jimits for
loans and investments in various categories.

Finaily, the Law'stipu]ated the maintenance of reserve requirements
which are interest free deposits by the commercial banks with the
CBE, comprising a certain ratioc of their deposits.

- With respect to non-commercial banks ah&_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 1imit 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 regulate the expansion of cCregst. In this case it
UCHOYTZES the EBE TO 11X INe aiec

a € discount and interest rates accord-
ing to the nature an esiraD] rations takin place. It
also allows the CBE 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 internationa) organizations after con-
sultation with the Ministry of Finance and Economy.

‘The Central Bank of Egypt and the Banking System Law (No. 120 of
1975)

Law 120 of 1975 gave the Central Bank of Egypt more autonomy in
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operating like & banking institution rather than a governmental
agency. Apart from removing certain restrictions that were imposed
with respect to the salary structure:and other organizational as-
pects, the law emphasized the -authority invested in the CBE's

board of directors in the management of the bank's affairs. It
also authorized the CBE-'to 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 externéi:credits.

3. Adopt cuitable measures to combat general and tlocal economic
financial disturbances. ' k

4. Fix the discount rates, as well. as debtor and creditor in-
terest rates for banking operations:.~ 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 laws or legislation. ~

5. Ensure~the.soundne55‘of-State owned, and joint venture banke:
and branches of foreign‘banksf ‘ '

6. Manage the State's reserves,ﬂfbrgignﬂgxchange 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. R -

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 cbjectives.

Law 120 of 1975 in defining the banking system also defined various
terms which are used in the Study. It defined the term Commercial
Banks to mean "banks that usually accept-deposits payable on demand
0 within a fixed period; carry out, internally and externally,
financing anu the servicing thereof in such a manner-to achieve

the objectives of the national economy; affect operations for the
promotion of savings aic for the financial investment locally and
abroad, including participation in the establishment of projects,
as well as the banking,commercial. and financial operations per-
taining thereto, in accerdance with the conditions laid down by
the Central Bank." o T

The term Specialized Banks (non-commercial banks) shall be held to
mean "banks that carry out banking operations serving a specific
type of economic activity in conformity with their constituing -
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decree &nd 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 operations relzted to the pooling and
promotion of sadvings for the sake of investment in accordance with
the economic and development plans and the policy envisaging the
fostering of the natioral economy. 1In this respect, such banks
may establish investment companies rr 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 provisions
of Law 63 of 1957 referred to above, which are consistent with the
nature and functions of these banks. The board of directors of the
Central Bank may issue general rujes 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. 1+ afforded these banks, through their
board of directors and chairmeri, the authority needed and the
flexibility required to participate in any form of banking service
activity with a much wider degree of authonomy. This has been
pa~ticularly true in areas that require the motivation of person-
nel through the implementation of salary and compensation systems
th.t are independent of those offered by the Civil Service Law
No. 58 of 1371 and Public Sector Service Law No. 61-of 197].

11. 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 in-
vesiment of Arab and foreign capital in the Arab Republic of Egypt
will be for the accomplishment of socia] and economic objectives with-
11 the framework of..the general policy of the State. Listing projects
Talling under the auspices of this Taw, it mentions that investment
and business banxs whose operations are undertaken exclusively in
foreign currency, may participate in investment and financing opera-
tions whether related to projects within the free zone, or for local,
Joint venture, o1 foreign projects established within the Arab Re-
public of Egypt and may aisc finance Egyptian foreign trade. It also
stipulates that joint venture banks may undertake operations in Jocal
currency if the Egyptian ownership is not less than 57%. 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 under-
take investment and business in banks in the form of branches of financial
institutions situated abroad. The operations are limited to those
undertaken in foreign currency.

The law, within the aforementioned Provisions, exempted banks estab-
lished under the auspices of Law 43 from the requirement that all
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shiares 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.

II1. 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 contro]

5. Other regulations 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 setits regulations for the Egyptian pound interest struc-
ture (debtors and creditors), at its board of directors' meeting
-of 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 Apri] 15, 1980 (circular 249)
- the CBE board of directors decided to exempt Egyptian pound deno-
- Dinated loans from the ceilings on_loans offered t0 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. 1In effect, a twon 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 1975 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 froma 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 1is attempting to encourage savings as part of an overal]
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 periodof 4 years (end of 1975 unti] 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), 1ifting the interest rates from a range of 10 -
12% to reach the current level of 13 - 15% which was initiated on
January 1st, 1981. 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, 198].

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 specialized public sector banks a

1% increase in the rates offered on 3 Yyears or longer deposits.

For the financing of the cotton crop for export companies guaranteed
by export contracts there is a minimum rate of 11% and a maximum
rate ov 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 ihe 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 10.5% per annum. Government and public sector employees
4are charged reces of 5% per annum (deducted in advance) for loans
not exceeding 2 months salary. >

. 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 Eaypt's
meeting of September 11, 1957 where it set a very simple ratio for
the dzily average reserve within any given month., This ratio con-
sisted 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 compris-
ing 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
minimun daily average ‘or 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 financ-
ing 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 Jlocal currency only. On March 29, 1879, 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. Al] DOrrow-
ings guaranteed by all or partial amounts of the foreign cur-
rency 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 in
local currency. Deposits are as shown in the monthly report, ex-
cluding item £ (foreign currency deposits). . It also excludes de-
posits for 2 years or more whether in saving certificates or time
deposits. Finally, the exclusion also applies to local currency
deposits which fall under the juridiction of ministerial decreee
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No. 24z 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 with. the
1980/81 season.

. Liguidity Ratio

The third instrument of control used by the Central Bank is the

set of regulations related to the 1iquidity 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 1iquidity ratio issued on February 17, 1958, with the
additions which went into effect on June 24, 1981.

Liquidity Ratio as-of February 17, 1958

Numerator:

1. Cash.

2. Balances of the Centré] Bank of Egypt
3. Gold

4. Checks, transfers, coupons, paper money, foreign currency for
collection.

5. Treasury, bills.

6. Commercial 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,whizhever 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 amountis 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 Tisted within the de-
nominator 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 humerator 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, 198].

Liquidity Ratio as of February 12 198]:
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.

. Credit Expansion Contro]

Recently, the Central Bank of Egypt; in relation to ‘the understand-
ing reached between the Internationa] 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 above may be indica-
" tive of the non-responsiveness of the system to such traditional
restraints. It may also be indicative of the lack of proper in-
formation 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 & new guideline linking uses
(discounted commercial paper , loans and non-seasona] 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
és 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. 1In addition, credits were determined based
on acv 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
1ssued 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 wh:ch started their ac-
tivities beyond March 19, 1978). This phase is also characterized
by a differentiation between credit expansion allowabie to public
sector commercial banks versus the non public sector , 1n addition
to the differentiation between the credit expansion allowed for
the public sector versus the private sector. Furthermore, it is
characterized 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

Bariks 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. 31, 1979 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 March-December 1978 Aftei 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 decisions 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 charac-
terized by restraining certain banks from any credit expansion until
they regain "the desired eauilibrium" between their uses and their -
deposits. 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

et the end of 1879. :

Public Sector Private & Cooperative
Companies Sector
Total Limit- - Main Division for
Limit . Commercial
- Activities
1. From Public Sector
Commer;ia] Banks 6% 18% 6%
Until June 30, 1980 ' 6% 18% 6%.
Until Sept. 30, 1980 9% 27% 9%
Unitl Dec. 31, 1980 12%... 36% 1%
2. From Banks: Chase Nétiona],
Misr International, Egyptian
American, Cairo Far-East:
Until June 30, 1980 184 6%
Until Sept.30, 1980 " 27% 9%
Unti’ Dec. 31, 1980 - 36% 11%
3. From Banks: Cairo & Paris,

E1 Nil, Misr Rumania:

Until June 30, 1980 259 /7.5%
Until Sept. 30, 1980 37.59 119
Until Dec. 31, 1980 50% 5%
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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 1imits are a percentage of the credit balances of each sector
as ot September 1981. On this basis, credit expansion for the
financial year 1981/82 was set at a level of 65Y% of the total
deposits for the public and private sectors at any time during

the 1981/1982 years. 1In 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 ihis percentage is spread over a 3% limit per
quarter. As for the family sector, it was allowed to expand to. a
Tevel of 7.5% of its credit balances in September 30, 1987, pro-
vided the quarterly expansion does not exceed 2.5%

. Other Regulations

There have been other regulations issued from time to time to deal
with specific issues. 1In this regard, we present three such re-
gulations as.examples:

2) 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. A1l 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.

i1i. 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 Rank.

On September 3, 13980, 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 governmenta] 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 parti--

cipating 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% regula-
tion must commence to do so bzsed:on their foreign currency
Tinancial position as of June 30, 1981, which should be agjust-
ed every 3 months. .1t was determined that such deposits with
the Central Bank would earn rates offered on 3 month LIBOR.

Banks Participation in Projects and Ownership of Shares

The Central Bank informed al] registered banks that their semj
annual reports should include detailed descriptions of all pro-
jects 4n which the registered banks are participating. It
further prohibited commercial banks io own-more.than 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. : :

Regulating Local Currency Deposits with Non-Commercial--Banks

In July 1978, the Central Bank decided that non-commercial
banks can accept demand and time deposits in local currency cn
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 1imiting loans,
facilities and discounted bills to 65% of the tota] deposit base. As
of May 1977, the Central Bank of Egypt set the 1imits on credit ex-
pansion at 40% of the increase of non governmenta] deposits on bal-
ances existing on December 31, 1976. Tiis ratio of credit expansion
control was applied until June 1978. Starting July 1978, credit
balances as of March 31, 1978, were used as the basis for determining
the rate of credit expansion. This system was applied untii 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. 1In 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 balance
rules as of a forthcoming date. On October 1981, the Central Bank
reverted to linking the volume of credits and that of the deposits to
control credit expansion. Credit was restricted to 65% of deposits
from both the private and public sectors (Interbank deposits and
USAID counterpart funds were excluded). Furthermore, when deposits
were used as a base to.control credit expansion, AID counterpart
funds were excluded.  The last regulation issued in October 198) ex-
cluded interbank  deposits as well.

When credit balances were used as a base, they prevented any bank
from using the total surplus in its deposits if the ratio of deposit
growth 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 to
avoid 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 where the ratio
of their uses to their deposits did not provide the needed equilibrium;
and such curtailment of credit expansion remained in effect unti)
equilibrium between their uses and deposits was reinstated.

The Central Bank decided on penalties for banks exceeding the ratios
set in its latest regulaticn. The contravenent bank should deposit

with the Central Bank at no interest, a sum in loca) currency equal

to the amount exceeding its allowances unti) the violation is elimi-
nated.

The decisions setting the ratios of expansion at the end of every
fiscal year were often followed by decisions dividing the tota] ratio
into four yearly quarters, which would further decrease the bank's
flexibility in settling their accounts during the year,

To have credit balances at a previous date as a base for growth or

credit expansion has had a direct effect on the banks' readiness to
grant 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 abil-
ity 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 7o]low the
development of rules regulating the control of credit expansion.

Changes in the Bases for Controling Credit Expansion

The 1inking 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 borrowings -
even on a net basis. Perhaps the addition of interbank borrowings

on & 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 be.noted that there has been a tlear 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 ratiecs of credit expansion to both the
public and private sectors at selected dates:

Sector Public Pfivate Base
T Public  Joint &
Bank . Sector Private
T Banks Banks .
Until Sept. 30, 1978 5% 20% 36% Credit Balance
B . : in March 31,
Until.Dec. 31, 1979 17.5% . 78% x 100% 1978

However, this trend was revised in early 1980 when the Central Bank
attempted to reduce the credit expansion made available to the com-
mercial private sector by introducing sub-limits to credit expansion
for the commercial activities of the private sector. These sub-]imits
were equal to 30-33% of the 1imit allowed for the other private sector
activities as of June 30, 1980. As of December 31, 1980, these sub-
1imits were reduced to 30-31% of the overall private sector credit
expansion 1imit. After the return of the credit expansion 1imit to

a deposit-related base, the Central Bank maintained the same instruc-

tions for the sub-limits for the commercial activities of the private
sector.

The Central Bank of Egypt's laws and-regulaticns are to a great extent
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archeic 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 ceilings highlight the non-responsiveness of the banking
system to the more traditional instruments of monetary control. 1t
may also be indicative of the lack of proper data gathering and
storage cepabilities and the absence of a management information
system wnich would enable decision makers to use monetary tosls more
effectivel, 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 increzses in interest rates paid on various types of de-
posits. The curreni interest rates paid on deposits are double their
1376 levels for most meturity clessifications . 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 atiract deposits. Finally, the liberalization introduced
in Jaw 97 for 1976 allowing Egyptian nationals and institutions to
own and keep foreign exchange, has greatly assisted in mobilizing
foreign exchange resources, especially through workers' remittances
which amounted to glmost 3 billion US dollars in fiscal year 1980/81.

The regulatory framework needs to be fuither strengthened by modern-
1zing the Central Bank of Egypt. Presently, this institution, suffers
from & tremendous brain drain which benefited mary 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 eneble this important institution to further foster confidence
and reliability in the banking sector as a whole.



CENTRAL BANK OF EGYPT

Exhibit Al

Interest Rates' Structure
(1977 - 1981)
Circular Nn. 226 228 236 241 245 248, 250 260 262
Date Dec. 557"]975 Feb.—Egj}977 June 15,.78-  Dec.28,78 Mar.29,79 " Mar.27,80 ‘May 26,80 Jan.), 81 Aug. 3, 81
Demand Deposits - -- -- - -- -- .- -- --
Time & Savinbs Deposits
Indivi Institu Indivi Institu
duals  tions duals tions
1 £ 2 1 2 4 K % ¥ ¥ %

7-15 days (min.LE.

100,000) 4.0 4.5 4.5 5.0 5.0
15-30 days * . 2.0 2.0 3.0 2.5 4.0 5.0 5.0 5.5 5.5 6.0 6.0
1-3 months 3.0 2.5 4.0 3.0 4.5 5.5 5.5 6.0 6.5 1.5 7.5
3-6 months 4.0 3.0 5.0° 4.0 5.5 6.0 6.0 7.0 7.5 8.5 8.5
6-12 months 4.0 3.5 5.5 4.5 6.0 6.5 6.5 7.5 8.0 9.0 9.5
1-2 years 5.0 4.0 6.0 5.0 6.5 7.0 7.0 8.0 9.0 9.5 10.0
2-3 years 7.0 1.5 7.5 8.5 9.5 10.5 10.5
3-5 years 8.0 8.0 9.0 10.0 11.0 1.0
5 years 8.5 8.5 9.5 10.5 11,5 1.5
Savings Deposits 4.0 5.0 5.0 6.0 6.0 7.0 8.6 8.5 8.5
Lending Rates
Hinimum-Taximum 7-8 8-9 9-11 10-12 10-12 11-13 12-14 13-15 13-15
CBE Discount Rate 6.0 7.0 8.0 9.0 9.0 10.0 1.0 12.0 12.0

Interest rates
Till March 29,

From March 30
Eram Janvary 7

for 15-30 days deposits had a minimum amount required as follows:

1979

1979 ti11 December 31,
» 1981 till present

1980

Minimum of L.E.
Minimum of L.E.
Hinimum of L.E.

10,000
50,000
100,000



