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Egyptõs Rise in Energy Prices 

Since the end of WW II, Egypt has subsidized basic food and en-
ergy prices for domestic use. Already by the 1970ôs the Govern-
ment decided that these subsidies needed to be reduced as they 
present a huge burden on the governmentôs budget. In fiscal year 
2007-2008 all subsidies were removed from energy intensive in-
dustries such as the petrochemical, steel and cement production, 
and in 2008 the government formulated its plan to reduce domes-
tic energy subsidies by 5% annually.  
The reduction of energy subsidies is of particular importance as 
world energy prices continue to increase, further straining the 
budget. The reduction means higher energy prices for households 
in Egypt; this has potentially damaging effects on Egyptôs inflation 
rate. Moreover, as household consumption decreases, the fall in 
demand will entail a further rise in prices  
Also, the costs of building materials, of the energy used in the 
building industry and of transporting waste for disposal are likely 
to force up the price of homes and ultimately lead to adjustments 
to home size.  
The EIU (Economist Intelligence Unit) expects inflation to rise 
from 11.8% in 2009 to 12.2% in 2010 as a result of the reduction 
of energy subsidies. EIU further forecasts that inflation will ease 
to 9.9% in 2011.  

   LATEST NEWS  
                     FROM THE UK 
 
 
§ UK public sector borrowing 

reached £14.5bn in June, much 
higher than the £13.1bn origi-
nally forecast by economists 

 
§ UK manufacturing production is 

rising fast. The Confederation 
of British Industryôs total order 
balance improved from -23 to -
16. Factory orders are high but 
export orders are still falling  

 
§ The collapse of tour operator 

Goldtrail last week is likely to 
boost profits of the industry's 
two remaining giants, Thomas 
Cook and Tui Travel 
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According to Chancellor George Osborne, the UK tax system 
needs to be simplified to improve the UK business environment 
and encourage foreign investment. The Chancellor has announced 
the establishment of a new óOffice for Tax Simplification,ô aimed at 
streamlining the multitude of tax laws and simplifying the tax sys-
tem for small businesses. The tax credit system will remain unal-
tered as this is part of the UK benefit system.  

9ƎȅǇǘΩǎ ƴŜǿ ǎƻŎƛŀƭ ƛƴǎǳǊŀƴŎŜ ƭŀǿ 
 
The Ministry of Finance plans to expand the scope of social insur-
ance to include an additional 18 million citizens and their families. 
The new beneficiaries are employees of the agricultural sector, 
fishermen, craftsmen, miners, brokers, and street vendors.  
The move will increase the percentage of citizens with social in-
surance to 75% of the total population. These measures will be 
activated through the new social insurance law, which has been 
approved and is now in the early stages of preparation. The law 
will be enacted in 2017. 
The Finance Minister said that three funds will be devoted to 
serve different categories, noting that each will be financed by 
employers.  

  LATEST NEWS   
         FROM EGYPT  
 

§ The Minister of Finance has 
announced that tax revenue 
increased by LE 12bn in F/Y 
2009-10. The budget deficit 
has been controlled  at less 
than 8.3% over the past three 
years 

 
§ The Egyptian government plans 

to revitalize the role of state -
owned El Nasr Exports and Im-
ports Company in the African 
continent. El Nasr played a im-
portant role in strengthening 
the economic, political and 
strategic relations between 
Egypt and many African coun-
tries between the 1950s and 
1970s 

 

óDo You Agree?ô  

The rise in energy prices in Egypt will push inflation up 

especially in the housing sector  
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