
B u s i n e s s Wednesday, December 20, 2017

19Established 1961 

Egypt economy continues to 
recover; pound floating helps

Reforms boost external flows, fiscal resilience
KUWAIT: Economic activity in Egypt continued
to bounce back in 3Q17 after showing a healthy
recovery during the first half of 2017. The econo-
my has generally benefited from the floating of the
pound, which has helped renew optimism and
made the economy more competitive. Other fiscal
and structural reforms have also made significant
progress. As a result, the economy has benefited
from strong export growth, a recovery in tourism
and higher investment. The country’s foreign
reserves have also improved significantly, return-
ing to levels not seen since before the political
unrest in 2011.

The economy continued to see robust growth
in 3Q17, as real GDP growth accelerated to 5.2
percent year-on-year (y/y). This compares to just
2.3 percent average growth in 2016. The private
sector has been a key source of growth, expand-
ing by 5 percent y/y in 1Q17, according to the
most recent data available, while the public sector
grew by just 2.4 percent y/y. 

The Purchasing Managers’ Index (PMI) con-
tinued to improve in 4Q17, suggesting further
acceleration in GDP growth. The index rose
to 50.7 in November, its best level in over
two years. Exports have been particularly
strong in the PMI data, with the new export
orders component rising to 55.5. The latest
trade data also shows exports (in US dollar
terms) up 14 percent y/y in 3Q17. The drop
in the value of the pound after last year’s
currency float has clearly made exports
more competitive. The improving growth
has also been supported by a recovery in
tourism. The number of visitors to Egypt
jumped by 55 percent y/y in 3Q17. The
tourism component of the production index
rose by 15 percent y/y in 2Q17. Despite the
improvement, the potential for growth in
the sector remains massive, with tourism still well
below pre-2011 levels. The political unrest and the
heightened threat of terror attacks have continued
to put significant pressure on the sector. The num-
ber of visitors to Egypt in 1Q17 remains 36 per-
cent below the 3Q10 level. The economy is
expected to continue to improve in the years
ahead. While we see growth cooling slightly in the
coming quarters as some base effects fade, aver-
age growth in FY17/18 is still expected to improve
to 4.7 percent from the prior year’s 3.6 percent.
Beyond that, growth is seen accelerating to 5 per-
cent and 5.5 percent in FY18/19 and FY19/20,
respectively. The economy will continue to face
some headwinds from tighter fiscal and monetary
stances in the coming 2-3 years, but this is expect-
ed to be countered by strong investment activity,
export growth and a recovery in tourism. 

Fiscal deficit narrowing 
The government has been undertaking an

ambitious reform program including tackling its
large fiscal deficit. Last year, the existing sales tax
was replaced by a value-added tax (VAT), which
promised to increase tax revenues by up to 1 per-
cent of GDP. The government also cut subsidies,
raising the retail price of fuel and electricity and
water. Fiscal reform also included an effort to
bring wage bill growth under control. 

The results have already born fruit, though
some fiscal targets were missed due to the signifi-
cant increase in oil prices. The fiscal deficit
declined to 10.9 percent of GDP in FY16/17 from
12.1 percent the prior fiscal year. Data through
May 2017 shows the deficit declining to 10.2 per-
cent of GDP during the first eleven months of the
fiscal year. The primary deficit, which excludes
interest payments on the debt, narrowed to 1.3
percent of GDP year-to-date through May 2017,
from 3.7 percent a year ago. 

Increased control of the wage bill and healthy
tax revenue growth from the VAT were responsi-

ble for most of the improvement in the primary
deficit. Indeed, the wage bill grew by just 3 per-
cent (in nominal terms); this compares to 18 per-
cent average annual growth during the previous
five years. As a result, total spending fell to 25.3
percent of GDP to-date in FY16/17, its lowest lev-
el in six years. At the same time, tax revenues grew
by 33 percent y/y, which helped push total rev-
enues to 15.1 percent of GDP. We expect this
improving trend to continue in the coming two fis-
cal years as spending is brought under control and
the government improves revenue collection. The
deficit should narrow to 8.5 percent for the full
FY17/18 before improving further to 7.5 percent
and 6.5 percent in the following two fiscal years.
The gains are expected to come from continued
measures to reduce the subsidy bill. Higher rev-
enues are also expected to be an important

source, as tax collection methods improve and the
government’s hiking of the VAT rate from 13 per-
cent to 14 percent this fiscal year is felt. 

Structural reforms 
The reform agenda also includes structural

reforms to boost investment, growth and job cre-
ation. Measures include steps to improve the busi-
ness environment and streamline laws governing
investment, industrial registration and insolvency.
Significant progress has already been made in
implementing these. New regulations overhauling
the investment environment were enacted during
2017. The new law provides broad guarantees and
incentives to foreign investors and simplifies the
investment process. The year also saw the passing
of a new industrial permits law, which will stream-
line the process and reduce waiting times.

Elevated inflation 
Last year’s floating of the currency, cuts in sub-

sidies and the introduction of the VAT all con-
tributed to higher inflation over the last year. CBE

policy rate hikes have helped bring infla-
tion under control, though it remains rela-
tively elevated. Inflation stood at 31 per-
cent y/y in October, though monthly
price growth continued to ease. The rate
is expected to end 2017 at around 23
percent before easing further to 10 per-
cent by the end of 2018 and 8 percent by
the end of 2019.

The central bank’s policy rates have
remained elevated in an effort to combat
the high level of inflation. 

Three hikes since the currency float
have seen rates rise by 700 basis points
over the last twelve months. The bank’s
overnight deposit and lending rates now

stand at 18.75 percent and 19.75 percent, respec-
tively. Expectations are for the central bank to
begin cutting rates in the coming months, as soon
as the CBE is convinced that inflation has come
under control.

Current account improves
The current account deficit shrank to its lowest

level in nearly three years in 2Q17, to $2.4 billion
or 4.8 percent of GDP. The current account bene-
fited from strong export growth, which topped 7.4
percent y/y in 2Q17. The quarter also saw strong
growth in tourism receipts and remittances. 

In 2Q17, tourism receipts and worker remit-
tances continued to improve, benefiting from the
floating of the pound and from improved security
conditions. Tourism receipts tripled to $1.5 billion
in 2Q17 from a year ago, growing by 17 percent

during the full FY16/17. Despite the improvement,
receipts remain well below pre-”Arab Spring” lev-
els. Worker remittances were up 10 percent y/y in
2Q17 to $4.8 billion.

At the same time, portfolio inflows skyrocketed
following the pound float, providing further sup-
port to the external position. Net investment port-
folio inflows shot up to $8.2 billion during the
quarter, possibly the largest such inflow ever
recorded. This came on the heels of a $7.6 billion
net inflow in 1Q17.

Foreign reserves 
As a result, foreign reserves have risen signifi-

cantly. By July, reserves had shot up past their
pre-”Arab Spring” level for the first time. Since
then, reserves have been largely steady, coming in
at $36.7 billion or an estimated 8.1 months of
imports at the end of November 2017. 

The strong recovery in foreign reserves over
the last year has seen the CBE remove restrictions
imposed on foreign currency activity after 2011.
The CBE recently scrapped caps on deposits and
withdrawals by importers. It also imposed a 1 per-
cent entry charge for use of the CBE repatriation
mechanism by foreign investors, presumably in an
effort to discourage its use and possibly with an
eye toward eventually phasing it out entirely.

Multilateral commitments, including from the
IMF, have been an important source of foreign

reserves. However, the more important source
has been private investment and other private
flows. Higher interest rates have made domestic
bonds more attractive while equities have
drawn investors hoping to profit from the eco-
nomic recovery.

Despite the improved outlook and investment
sentiment, rating agencies have yet to upgrade the
country’s sovereign credit rating to reflect that.
Moody’s affirmed the sovereign rating at B3 with a
stable outlook in August. The agency pointed to
continued weakness in the country’s fiscal position
and large financing needs, while noting the
“strong” commitment to reforms. The country’s
sovereign rating by the three major rating agen-
cies remains 4-5 notches below 2010. Indeed,
2018 might be the year when rating agencies
begin to take a more positive view as risks recede
and the economic reforms picks up pace. 

Equities doing well 
After seeing a strong rally in the wake pound

float, equities continued to do well in 2017. The
EGX30 was up 17 percent year-to-date through 5
December. However, despite the strong 72 percent
rise in the EGX30 index to-date following the cur-
rency float, the gains have not been enough to
counter the decline in the pound. The index valued
in US dollars is down 15 percent to-date from the
end of October 2016.

Growth is set to 
improve to 4.7% 

in FY 2017/18

KUWAIT: Burgan Bank announced Yasmen
Mijbel Mohammed Alrashdan as the new
KD 125,000 cash prize winner in the Yawmi
quarterly draw.  The winner expressed her
excitement for being the winner of the
rewarding cash prize with Yawmi Account
from Burgan Bank.

The Yawmi quarterly draw offers cus-
tomers chances to win higher rewards, enti-
tling one lucky customer to win KD 125,000
cash prize every three months. 

To enter Burgan Bank’s Yawmi quarter-
ly draws, customers should maintain a
minimum amount of KD 500 in their
account for two months prior to the draw

date. Additionally, every KD 10 in the
account will entitle customers to one
chance of winning. 

By Khaled Talaat

Internet of Things (IoT) has transformed a lot
of the ways that organizations behave, and
perhaps the greatest change has been in the
need to become omniscience, i.e., to be able
to know all there is about the business. The
pilgrimage to know is long, but the reward is
satisfying, and there isn’t an industry that isn’t
on this path today. Why? Connected devices
are now talking, providing a lot of data at
supersonic speeds. In the last five years, com-
panies have increased their focus on the
growing pool of data from their operations -
coining new terms to describe these volumes,
then coming to terms with those terms, dis-
cussing what to do with them, then discussing
how it’ll change the world.

Now, there is another layer of conversation
which is happening in real time and allowing
businesses to speak to things that they never
thought could talk.  Through IoT platforms,
organizations are conversing with assets that
have heavy OPEX. Imagine being able to talk
to your fleet of trucks and one of them tells
you ‘even though I travel less miles, my terrain

is rough. You need to send me to maintenance
more frequently than the other trucks to
increase my longevity’. 

However, the biggest challenge organiza-
tions are facing at the moment is crafting a
linear pathway that starts with data collection
from the asset and progresses smoothly
towards tangible insights, then finishing with
actual actions. 

In the era of IoT, the opportunities for busi-
nesses to reinvent themselves, their industries,
and the lives of their customers are huge - but
not as huge as the numbers surrounding the
movement itself which is incomprehensible to
the human mind. This is exactly why we need
to develop the cognitive mind for support. 

Imagine having to observe a terabyte’s
worth of data to assess the damage after a
Tsunami, or a terabyte’s worth of data to
understand when a door of a refrigerator was
open for too long which led to food supplies
being spoilt. That doesn’t sound too difficult
to the layperson, but let’s put that into per-
spective. Imagine having a person looking at
the temperature feed of the refrigerator all
day to identify when it breaks down. How
many people would you need if you ran a
chain of grocery stores, not to mention the
importance of having someone ready to
receive a real-time message to close the
refrigerator door. It’s clear that the data you
need to consider has gone beyond compre-
hensive numbers for manual management. 

Cognitive insight
Today, we require computer systems that

work quickly, accurately, and flexibly enough
to capture the data and action it in real time,
while fixing problems for customers around
the world. Cognitive solutions on platforms
like IoT use machine learning capabilities, lan-
guage processing and advanced imaging to
completely and utterly exceed the limits of
traditional data capture, processing and
analysis. It is not enough to merely capture
the conversations, you need machine ability to
understand and react to it - all in real time. 

For example, in milliseconds, a cognitive
platform could automatically classify and
draw data from hundreds of sensors. It can
then analyze all this data to give actionable
insights that can result in intelligent and auto-
mated business responses. 

Even better, cognitive solutions learn and
retain knowledge over time, so the more you
use it, the quicker and more accurate it
becomes.

Driving bright industries
This kind of computing power offers enor-

mous potential for industries sitting on the
brink of expert IoT function, many of which
are making great strides here in the Gulf. 

Transport and logistics: The region is
renowned for some of the world’s largest
ports, such as Port of Shuwaikh in Kuwait,
Jebel Ali, Dammam in KSA and Abu Dhabi
Port. Forester Research recently produced a
heat map for most IoT opportunities and fleet
management, inventory management and
facility management in transportation and
logistics scored in the highest bracket. This

tells us that investments in cog-
nitive IoT will allow businesses
in the fleet management indus-
try to reinvent the way in which
ports and hubs operate. This
will spur job growth, open
entirely new employment
opportunities and stimulate app
development in this area, not to
mention reduce costs of dam-
age while providing the ability
to identify inventory and fleet
location. 

Smart buildings: In the same
heat map, smart products and
asset management scored in the highest
bracket for industrial and high-tech produc-
tion. Smart buildings fall into this category.
Managing buildings goes way beyond manual
tasks and the amount of unstructured data it
collects from its people, energy consumption
and assets that live inside is huge. 

Cognitive computing will enable buildings
to understand, reason, and learn from this
data, and in time, it will dramatically improve
energy consumption, decision-making, and
asset management. Take for example IBM’s
IoT headquarters in Munich, designed to be a
cutting edge vision of how the future of build-
ings will look like. Energy responsible entities
such as DEWA are already considering
designing state of the art, green buildings like
this. 

Retail: Intrinsic customer information has
always been valuable to retailers; that’s noth-
ing new. However, in the world of IoT, con-

sumer behavior, spending pat-
terns and movement provide
the differentiation retailers need
in a do-or-die industry.
Shoppers can be timid, but on
the other hand, they can often
be impulsive. Using analytics to
divulge information from real-
time data allows retailers to
better monitor the whereabouts
of their customers, the location
of potential customers and
gives them the ability to engage
with them directly at the right
time when purchasing decisions

are being made. Imagine being able to better
serve customers with bespoke experiences,
further strengthening brand loyalty. In 2013,
Starbucks implemented a program that linked
their coffee machines to the cloud. It fed infor-
mation from each order to a database con-
nected to its loyalty scheme which then gave
baristas the preferences of each individual
customer once they’d entered a store. 

Embracing this era is going to significantly
redefine the way we work on a day-to-day
basis. It’s exciting. Aside from the industries
highlighted above, there’s a huge web of
industry areas doing great things in IoT. 

IBM Internet of Things already combines
intelligent cognitive computing with content
analytics to dramatically alter the way you not
only manage your business, but also talk to it.
Come to talk to us! 

Note: Khaled Talaat is 
Branch Manager, IBM Kuwait 

The cryptic 
way that 
things talk 

Khaled Al-Talaat

KUWAIT: Gulf Bank held its Al-Danah daily
draws on 17 December 2017 announcing the
names of its winners for the week of 10
December - 14 December 2017. The Al-Danah
daily draws include draws every working day
for two prizes of KD 1,000 per winner.  

The winners are:  
(Sunday 10/12): Ibrahim Khalil Ibrahim Al-
Ramezy, Fadhel Abbas Abdullah Al-Amier
(Monday 11 /12): Saif Othman Mohammed
Khan, Haidar Hussain Ahmed Dashti
(Tuesday 12/12): Anwar Othman Meshari Al-
Anjeri, Sorya Ibrahim Ali Ghazi
(Wednesday 13/12): Mohammed Nouri Ali Al-
Dhabiri, Fahed Mohammed Al-Harbi
(Thursday 14/12): Wedyan Falah Baddah Al-
Azemi, Hanadi Abdulaziz Fayez Al-Dousari

Gulf Bank’s Al-Danah 2017 draw lineup
includes daily draws (2 winners per working

day and each receive KD1,000). Al-Danah’s
final draw for KD 1 million will be held on 11
January, 2018 whereby the Al-Danah million-
aire will be announced. 

Gulf Bank encourages you to increase your
chances by depositing more into your Al-
Danah account, immediately from any local
bank, using the new ePay (Self-Pay) service,
which is available on Gulf Bank’s online and
mobile banking.

Five reasons why the Al-Danah 
account is the best:

1) Kuwait’s single biggest yearly cash prize of
KD 1 million and the largest international bank
prize according to Guinness World Records
2) Kuwait’s biggest quarterly cash prizes, up
to KD500,000 
3) Two winners of KD1,000 every working day
4) The most chances to win
5) Only Bank that transfers your chances to

win from the previous year to the current year
Only Al-Danah makes millionaires. 
Al-Danah also offers a number of unique

services including: the Al-Danah Deposit Only
ATM card which helps account holders
deposit their money at their convenience; as
well as the Al-Danah calculator to help cus-
tomers calculate their chances of becoming an
Al-Danah winner. 

Gulf Bank’s Al-Danah account is open to
Kuwaiti and non-Kuwaiti residents of Kuwait.
Customers require a minimum of KD200 to
open an account and the same amount must
be maintained as for customers to be eligible
for the upcoming Al-Danah draws. 

Burgan Bank announces 
new winner of  
KD 125,000 cash prize 

Gulf Bank announces winners 
of Al-Danah daily draws


