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Q2 How has the privatization strategy

affected Egypt’s economic growth?

Maha Maalouf: Egypt’s private sector contribution to the econo-
my has shifted from around 65-70% before 2013 to approximately
30-40% today. While the government’s plans focus on increasing
private sector involvement, progress has been slower than antici-
pated. Further efforts to strengthen privatization, including the
mandates and initiatives adopted by the Egyptian Sovereign Fund
to attract private investments in Egypt’s underutilized assets to
unlock value and create wealth hence contribute to the growth of
Egypt’'s economy, in sectors like tourism, healthcare, education,
industry, agriculture and food, telecommunication and others, yet
again progress has been relatively slow due to the sandbags
attached to their feet, resulting from the previously mentioned
economic factors. The gap between the public and private sector
contributions highlights the need for continued and persistent
efforts and strategic actions to enhance private sector participa-
tion in the coming years.

]
-

Q3 What’s next for Egypt’s real estate

sector—where do you see it heading?

Maha Maalouf: The Egyptian real estate sector, like others, is
navigating several challenges resulting from the devaluation of
the pound, mainly due to the increase in construction cost
making it hard to offer competitive pricing for a broader
population base. Also, inflation is clearly impacting purchasing
power, particularly in the residential sector, despite real estate
developers offering various payment facilities to attract
investors. Despite such challenges, an influx of new developers,
has heightened competition, with numerous players vying for
space, with a firm belief that with a population of more than 110
million there will always be an opportunity out there.

On the organizational front, the new entrants to the real-estate
market has also sparked a talent war, particularly at senior levels,
as companies scramble to secure top-tier professionals who can
steer their projects and operations to success. The demand for
leaders, specifically in the role of the Chief Development Officers,
has surged, leading to a fluid exchange of talent between major
players in the industry. While this talent circulation brings both
positive and negative implications for the market, the competi-
tion for leadership positions is undeniably reshaping the land-
scape of Egypt's real estate sector.
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While challenges persist, the horizon
Is filled with potential opportunities;

Expansion Beyond Major Cities

Developers are increasingly looking outside Cairo and other
major metropolitan areas for new projects, tapping into
provincial markets that are becoming more attractive due to
urbanization and infrastructure development. While successin
these regions can vary, the potential for long-term growth is
undeniable.

Rising Demand for Mixed-Use Developments

There is a growing trend for mixed-use projects that combine
residential, commercial, and recreational spaces. This trend is
driven by the increasing demand for more integrated living
spaces that offer convenience and accessibility. These devel-
opments are seen as key drivers of growth in urban planning.

Smaller, More Economical Units

Tailored to meet the financial constraints of newly married
couples, these units provide an affordable housing solution by
minimizing upfront costs and reducing the financial strain of
monthly installments.
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Q4 Looking into pharmaceutical sector, how
can Egypt’s pharmaceutical sector turn
challenges into promising opportunities?

} Maha Maalouf: The pharmaceutical sector in Egypt faces several
key challenges, including:

1. Dependence on Imports

Around 90% of raw materials required for pharmaceutical
production are imported. This heavy reliance on foreign supply .
chains leaves the industry vulnerable to currency fluctuations,
with devaluation of the Egyptian pound driving up costs. These
increased expenses, compounded by pricing regulations, often
make it difficult for companies to maintain profitability, hence
companies are unable to absorb the losses from higher input
costs, leading to shortages of critical medicines in the market.

2. Underdeveloped Manufacturing Capabilities: |

Despite relentless efforts to build stronger manufacturing
capabilities, particularly in the production of active pharma-
ceutical ingredients (APIs), Egypt’'s pharmaceutical manufac-
turing infrastructure remains underdeveloped. Regulatory
barriers and insufficient infrastructure have hindered progress
in boosting domestic production, which further limits the
sector's ability to meet both local and international demand.

However, there are significant opportunities, especially in the areas of vaccine production
and the manufacture of essential drugs. These sectors are critical to addressing both
Egypt's domestic needs and to expanding export potential. Strengthening investment in
these areas could help reduce dependency on imports, improve self-sufficiency, and posi-
tion Egypt as a key player in the global pharmaceutical market.

One of the key winning strategies for Egypt's pharmaceutical sector lies in exporting.
While there are promising opportunities in African and Eastern European markets, the
challenges include navigating complex regulatory frameworks and achieving cost com-
petitiveness in these regions. While exporting to price-sensitive markets like Sudan and
Yemen might provide short-term opportunities, sustainable growth in the pharmaceutical
industry will depend on targeting more structured markets with well-defined agreements.
These markets offer the potential for long-term stability and higher profitability, provided
that companies can meet regulatory requirements and align their pricing strategies
accordingly.
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Q5 What observations can be made about the behav-
ior of the business community in response to cur-
rent economic challenges?

} Maha Maalouf: There are several approaches adopted by inves-
tors to shield themselves against economic uncertainties:

Diversification

One of the key strategies for investors is allocating invest-
ments across various industries, asset classes, or geographic
regions, to mitigate the impact of downturns in any single area
of their portfolio.

Local Production

By investing in local production, processing, and distribution
networks, businesses can reduce their reliance on imported
goods, which often become more expensive and less
accessible during currency fluctuations. This strategy not only
stabilizes operational costs but also enhances the resilience of
supply chains, ensuring continuity in the face of global
disruptions.

Export Opportunities

Exporting provides investors with the chance to leverage
favorable trade agreements, tap into larger or emerging con-
sumer markets, and capitalize on higher foreign currency
values, particularly during periods of local currency devalua-
tion.
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