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                                           Report on UK-Egyptian Trade Development and Forecast


In recent years, Egyptian trade with the UK has flourished and Egypt has managed to establish itself as one of the most important emerging markets of the Middle East and North Africa Region. One of the trading strengths of Egypt is its versatility, the economy is not dependent on income from oil, and exports a large variety of value added products to Europe, The United States, Asia, Africa, and other countries in the Arab Region.  The current economic downturn has had an effect on global trading figures and, as recognized by the leaders of the G20, has been a particular threat to the emerging and developing countries. However, Egypt’s versatility and lack of dependence on oil has lessened the impact of the crisis considerably. 
Imports, Exports & Total Volume of Trade

Egyptian imports and exports from and to the UK saw a significant increase from 2007 to 2008, despite the already noticeable effects of the economic crisis by the end of 2008. Egyptian exports to the UK stood at £617m at the end of 2008 which was an increase of 11% compared to the year before. Egypt ranked number 7 exporter to the UK but ranked 3rd strongest increaser after Libya and Kuwait. The Middle East Region depends largely on income from oil exports, with the crisis causing a severe depreciation in oil prices, many countries are now struggling to keep their trading numbers up. The figures for January and February 2009 indicate that there have been considerable losses for some MENA countries, Libya and Kuwait saw export figures go down by around 70%. In comparison, Egypt is dealing with the crisis fairly well, writing down a 1% increase of export figures year-on-year compared to January and February 2008. Egypt, together with UAE and Algeria, is the only major Arab economy that saw its export figures to the UK increase year-on-year, and now ranks 5th largest exporter of MENA to the UK. 
Egyptian imports in 2008 saw an increase of 28% compared to 2007, to £555m. This upward trend continued over the first two months of 2009 with an 11% increase year-on-year compared to January and February 2008. An increase of 11% is the strongest increase in the Middle East Region  after UAE for imports from the UK. The Egyptian share of total MENA imports from the UK now stands at 8.1% compared to 7.1% in 2008, and surpasses Israel’s share which now stands at 6.6%. Egypt’s position in the rankings of total volume of trade with the UK has become more competitive with both Saudi Arabia and Israel’s figures going down considerably over the last few months.  Egypt’s share of 8.4% of total MENA trade with the UK puts the country in 4th place after UAE, Saudi Arabia and Israel.  The main reason for the variation between the increase of Egyptian exports at 1% and Egyptian imports at 11% is the devaluation of the Sterling. With the value of the sterling going down in comparison to the Egyptian Pound, importing products from the UK is more attractive since the costs of the product will be relatively lower. Similarly, exporting products to the UK is not as profitable when the costs of the product will be relatively higher, for Egypt the U.S. and Euro zone markets were more attractive than the UK market.  
            MENA Exports to the UK 2008-2009
	Rank
	Country
	Total Exports Jan-Feb 2009
	% of MENA
	% change of Jan-Feb 2008

	1
	UAE
	£211,5m
	18.5%
	+26%

	2
	Israel
	£197m
	17.2%
	0%

	3
	Algeria
	£177m
	15.5%
	+19%

	4
	Saudi Arabia
	£104,3m
	9.1%
	-26%

	5
	Egypt
	£101,5m
	8.9%
	+1%

	6
	Kuwait
	£81,5m
	7.1%
	-63%

	7
	Qatar
	£70,5m
	6.2%
	+1806%

	8
	Morocco
	£62,7m
	5.9%
	-37%


UK Exports to MENA 2008-2009
	Rank
	Country
	Total Exports Jan-Feb 2009
	% of MENA
	% change of Jan-Feb 2008

	1
	UAE 
	£543,4m
	31.4%
	+23%

	2
	Saudi Arabia
	£287,8m
	16.6%
	-7%

	3
	Qatar
	£146,2m
	8.4%
	-9%

	4
	Egypt
	£140,2m
	8.1%
	+11

	5
	Israel
	£113,9m
	6.6%
	-43%

	6
	Kuwait
	£74m
	4.3%
	-2%

	7
	Iran
	£65,5m
	3.8%
	-12%

	8
	Libya
	£48,1m
	2,8%
	+5%


Egypt-UK Total Volume of Trade 2007-2009
	
	2007
	2008
	% change
	Jan-Feb 2008
	Jan-Feb 2009
	% change

	Egypt Exports


	£555m
	£617m
	+11%
	£100m
	£102m
	+1%

	Egypt Imports

	£708
	£909
	+28%
	£126m
	£140 m
	+11%

	Total Volume of Trade
	£1.263bn
	£1.526bn
	+20.8%
	£226m
	£242m
	+7,1%


Non-Oil Export

As mentioned before, oil is the foremost exporting product from MENA to the UK, in Jan-Feb 2009 it records a drop of 10% year-on-year. Most of this is crude oil which is of minimal value added and therefore the figures including oil cannot be seen as an accurate indication of trading between MENA and the UK.  The top oil and oil product exporters from MENA to the UK are (resp.):
1. Algeria

4. Tunisia (mainly oil products)
2. Kuwait

5.  Libya

3. UAE

6. Saudi Arabia
                        



Source: HMRC data

Without the inclusion of oil as an exporting product to the UK, Egypt’s position is much more competitive in the MENA region. Egypt is the 3rd largest non-oil exporter in the Region after Israel and UAE, its primary export products are durable and non-durable consumer products such as fruit & vegetables, power generating machinery, textile and garments, and fertilizers. It is the variety of products that to an extent protects Egypt from the economic downturn. The same can be seen for exports in Israel , the largest non-oil exporter of the MENA region, its main export products include medicinal products, vegetables and fruit, power generating machinery and diamonds imported from Africa, cut and polished in Israel. The increase of 23% of UAE can be assigned to a significant rise in export of power generating machinery and transport equipment on top of a small increase in oil exports, the UAE is the only country besides Algeria that has managed an increase in oil exports to the UK. Algeria has seen a marginal increase in oil exports but their primary increased export product is natural gas which went up by 50% year-on-year compared to January-February 2008. 
Top MENA Exporters of Non-Oil Products to the UK 2009
	Rank
	Country
	Jan-Feb 2009
	Total Jan-Feb 2009 incl. oil

	1
	Israel
	£194,7m
	£197m

	2
	UAE
	£169,5m
	£211,5m

	3
	Egypt
	£101,5m
	£101,5m

	4
	Saudi Arabia
	£77,1m
	104,3m


Egypt-UK Export and Import Items

It needs to be taken into consideration that the figures we have for 2009 only take account of January and February, therefore these figures will not give us the full and accurate picture we get by analysing figures that cover the whole year. Nonetheless, they are able to provide us with an indication of the effects of the economic crisis on trade between Egypt and the UK. We have already seen that compared to the rest of MENA, Egypt-UK trade in general seems to be holding up well. When looking at the growth figures for Egyptian imports per item over the last two years, some products have consistently shown an upward trend. Power generating parts went up by 60% from 2007 to 2008 and have again reported an increase of 50% for Jan-Feb 2009, compared to the same period in 2008. Surprisingly, a similar pattern can be detected for the Egyptian fruit and vegetable imports with an increase of 50% from 2007 to 2008. It recorded another increase of 82% year-on-year in the first two months of 2009. Chemical materials are also going up, recording a 28% increase from 2007 to 2008 and another strong increase for Jan-Feb 2009 of 78% year-on-year.

There has been a minor effect on Egyptian exports to the UK due to the crisis, power generators are recording a 24% loss in Jan-Feb 2009 year-on-year, whereas before the crisis there was a strong upward trend. However, fruit and vegetable exports have increased by 35% in Jan-Feb 2009 year-on-year, which is a continuation of the upward trend already detected in 2007. Textile and garments are also going up by 13% in the first two months of 2009 compared to Jan-Feb 2008. Fertilizers have increased by 51% this year; this follows an increase of 97% from 2007 to 2008. 
Major UK Export Items to Egypt 2008-2009

	Rank
	Items
	Jan-Feb 2009
	% change of Jan-Feb 2008

	1
	Power Generating Parts
	£23,5m
	+50%

	2
	Petroleum
	£14,4m
	+3845%

	3
	Prof. & Scient. Controll. Instruments
	£10m
	+116%

	4
	Vegetables and Fruit
	£9,3m
	+82%

	5
	Industrial Machinery
	£9m
	-24%

	6
	Chemical Materials
	£7m
	+78%


Major Egypt Export Items to UK 2008-2009

	Rank
	Items
	Jan-Feb 2009
	% change of Jan-Feb 2008

	1
	Textile & Garments
	£21,5m
	+13%

	2
	Vegetables & Fruit
	£20,3m
	+35%

	3
	Power Generators
	£16m
	-24%

	4
	Fertilizers
	£13m
	+51%


Although the rate of growth in Egypt has dropped considerably due to the economic slowdown, a reported GDP of 4.1% in the second quarter of 2008-2009 (Oct-Dec) compared to 5.8% the previous quarter, we expect that in the next few months the growth rate will stabilize and will start to pick up towards the end of 2009. Economists last week have stated that green shoots are visible in the UK; data reports an easing in the slump of the service sector, house prices and high street sales. No reports can give further accurate long-term forecasts on the recovery of the global economy or indeed internal economies since there are too many variables that will affect the rate of recovery to take into account. 
Whether the global economy will pick up, depends largely on how fast the U.S. economy will recover and on the effectiveness of Obama’s economic policies, since this is where we believe the crisis originated. The recovery of the internal economies of the UK and Egypt further depends on the monetary policies of both countries and the manoeuvrability of both the Bank of England and the Central Bank of Egypt. Their monetary policies need to be geared to serve the retailer, there needs to be a lowering of interest rates to encourage more spending. Real-estate in the UK seems to be picking up but house prices will assumingly continue to go up only when there are less houses on the market and demand gets stronger. In Egypt there are signs that the tourism industry is stabilising, but these positive signs cannot be taken for granted. There needs to be a sustained effort globally as well as on a domestic level, to stimulate spending in order to restore growth. Egypt will be able to re-establish itself as a strong trading partner with the UK only when these policies are implemented and there is a renewed confidence in a future of economic prosperity. 
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