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Executive Summary

Egypt has stabilised, and the stabilisation has now survived a regional wat. Real GDP grew 5.1 percent in FY2025/26 on the Cabinet's outturn published
on 3 September 2026, up from 4.4 percent a year eatlier and above the 4.6 percent the IMF's seventh review, completed on 30 July 2026, had estimated
for the year. Growth moderated to 4.7 percent in the fourth quarter, but manufacturing outside the oil sector, a Suez Canal recovery and petroleum
refining lifted the full year result despite the regional shock. Headline inflation, 27.5 percent in June 2024 and 14.9 percent in June 2025, was on a
downward trend before the war and rose to 15.2 percent in March 2026 on the exchange rate and energy prices; it eased to 14.3 percent in June, rose to
14.9 percent in July and eased to 14.5 percent in August, while core inflation climbed to 14.9 percent and moved above the headline rate, with the Central
Bank of Egypt holding its overnight deposit rate at 19.00 percent on 20 August after 825 basis points of cuts between April 2025 and February 2026. Net
international reserves rose to 57.21 billion dollars at the end of August from 56.29 billion in July, and remittances reached a record 47.3 billion dollars in
FY2025/26, up 29.6 petcent. This report asks the next question: whether the arithmetic of growth, primary surpluses and disinflation can now outrun the
financing burden of the debt itself.

The answer runs through one identity. The change in the debt ratio each year is the primary deficit, plus the gap between the effective interest rate and
nominal GDP growth applied to the existing stock, plus exchange rate and other stock flow adjustments. The IMF's debt sustainability analysis, published
with the seventh review, shows how sharply that arithmetic changed between the two most recent years. On the DSA perimeter the ratio fell 5.4 points
in FY2024/25 and only 0.8 points in FY2025/26. On our calculation from the IMF's effective rate and nominal growth path, the interest growth term
moved from a reduction of 12.7 points to an addition of 0.2 points as the effective rate rose from 13.5 to 18.3 percent while nominal growth slowed from
30.5 to 18.0 percent. The general government primary surplus on the DSA perimeter reduced the ratio by 3.3 and 2.7 points in the two years, so in
FY2025/26 the surplus had to do almost all of the work, and on the IMF's decomposition most of it was absorbed by a telative inflation term of plus 3.0
points on foreign currency debt; the separate budget sector primary surplus on the programme definition was 4.8 percent of GDP. General government
debt on the programme definition is estimated by the IMF at 85.6 percent of GDP at the end of June 2026 and is projected at 82.8 petcent for FY2026/27
and 70.8 percent by FY2030/31.

The unresolved term is interest. On the budget sector accounts the interest bill rose from 10.6 percent of GDP in FY2024 /25 to an estimated 14.2 percent
in FY2025/26, which is 94 petcent of revenue and 109 percent of tax revenue, on our calculation: the state collected 13.0 percent of GDP in taxes and
paid 14.2 percent of GDP in interest. That is the binding constraint. A budget sector primary surplus of 4.8 percent of GDP coexists with an overall
deficit of 9.5 percent because interest more than absorbs the primary surplus. The IMF projects the bill at 12.0 percent of GDP in FY2026/27, still 74
percent of revenue on our calculation, falling to 10.4 percent the year after and 7.7 percent in FY2028/29 as the heavily short dated domestic stock
reprices. Disinflation, which makes the social contract easier, also removes much of the nominal GDP denominator effect that did most of the mechanical
debt reduction work through FY2024/25.
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The Edge reading is therefore conditional and neutral: the debt ratio can fall sustainably through 2030, but only if the primary surplus is defended at the
programme's 5 percent of GDP while the effective rate declines, if the exchange rate remains flexible so that valuation shocks are absorbed rather than

accumulated, and if privatisation and land sale receipts are treated as one time financing rather than recurring revenue. Each condition is observable
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CAN GROWTH, PRIMARY SURPLUSES AND LOWER INFLATION OUTRUN THE FINANCING BURDEN?

quarter by quarter, and this report sets out the monitoring set.

Debt dashboard, September 2026, on our compilation from the sources named in each row: programme definition debt 85.6 percent of GDP at the end
of FY2025/26 on the IMF's estimate, falling; budget sector primary balance plus 4.8 percent of GDP, rising to 5.0; budget sector intetest 94 percent of
revenue, at its projected peak; DSA gross financing needs 42.0 percent of GDP, at their peak; DSA effective interest rate 18.3 percent, projected to fall;
total external debt 37.4 percent of GDP, down from 44.2 and broadly flat next year on the IMF projection; net international reserves 57.21 billion dollars
at the end of August, rising; real growth 5.1 percent in FY2025/26, above the IMF estimate; and accepted treasury bill yields of 24.3 to 25.7 percent at
the auctions of 6 and 10 September, with the 182 day and 364 day yields 12.5 and 15.8 basis points higher than a week eatlier, on our calculation, to be

watched. The stock is improving; the flow burden remains heavy.

General government debt on two perimeters, percent of GDP
95 - IMF estimates and projections from FY25/26
91.8 o1

90 1
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Percent of GDP
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70.8

- Programme definition, general government

DSA perimeter, including official creditor deposits at the CBE

FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31

Source: IMF seventh review, August 2026. The two perimeters differ and are not combined.

Figure 1. The ratio is falling on both perimeters; the perimeters must not be mixed, and the programme series starts in FY2023/ 24 while the DSA series starts in FY2024/25.
Source: IMF seventh review, Augnst 2026.
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Egypt Has Stabilised; The Debt Question Comes Next

The stabilisation is real and it has been tested. The IME’s assessment on 30 July 2026 is that Egypt entered the regional war from a stronger macroeconomic
position than in previous periods of external stress, and that the economic impact stayed contained because of exchange rate flexibility, fuel price
adjustments and spending containment. Real GDP grew 5.1 percent in FY2025/26 on the Cabinet’s 3 September outturn, after 5.2 percent over the first
nine months on the IMF’s count, 5.0 percent in the third quarter and 4.7 percent in the fourth; on the Cabinet’s statement, manufacturing outside the oil
sector expanded 9.0 percent, Suez Canal activity 23.3 percent and petroleum refining 8.7 percent, and industry, trade and telecommunications together
supplied 48 percent of the year’s growth. The result exceeds the IMF’s 4.6 percent estimate and the CBE’s expectation of about 5.0 percent, and it
strengthens the denominator, although the debt ratios in this report are kept on the IMF’s August vintage until nominal GDP and the fiscal stocks are
published on the same basis. The current account deficit is estimated at 4.5 percent of GDP for FY2025/26 after pressure from enetgy prices in March;
over July to March it was 14.6 billion dollars, with the capital and financial account bringing in 9.9 billion and the overall balance of payments in deficit
by 1.8 billion. Record remittances of 47.3 billion dollars, tourism receipts and a recovery in Suez Canal activity absorbed the shock. Gross international
reserves stood at 119 percent of the IMF’s reserve adequacy metric at the end of June, on the staff report’s summary assessment; the same report’s Text
Table 2 puts gross resetves including foreign currency deposits in domestic banks at 58.6 billion dollars for FY2025/26 on its estimate, or 109.9 percent
of the metric. The two readings are on different bases and are not combined here.

Stabilisation, however, is the precondition of the debt question, not its answer. Egypt is in the first quarter of FY2026/27 with an interest bill that exceeded
tax revenue in FY2025/26, gross financing needs that the IME’s debt sustainability analysis puts at 42.0 percent of GDP for FY2025/26, the highest in
the projection period, and foreign currency debt service of 6.8 percent of GDP in the same year. The next three fiscal years decide whether the ratio’s
decline becomes self sustaining or remains dependent on inflation and rollover conditions.
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Key Macroeconomic And Fiscal Indicators

Indicator
Real GDP growth

Headline inflation, end of period

CBE overnight deposit rate

Revenue and grants, budget sector

Interest payments (GFSM 2014, accrued)
Interest / revenue (Edge)

Overall balance

Primary balance, including NAFA (budget

sector, programme)

Gross debt,
(programme)
Gross debt, DSA perimeter
Effective interest rate (DSA)
Nominal GDP growth (DSA)
Gross financing needs (DSA)

general  government

External debt, total economy

Gross official reserves (IMF Table 1)

Net international reserves (CBE)

Accepted treasury bill yield, weighted
average

External financing gap

Nominal GDP

FY2024/25
4.4%

14.9%

24.00% (June 2025)
14.6% of GDP
10.6% of GDP

72.6%
Deficit 6.8% of GDP
3.8% of GDP
86.8% of GDP

91.8% of GDP
13.5%
30.5%

35.3% of GDP

44.2% of GDP

$46.4bn

n/a
n/a

n/a
EGP 18,136bn

FY2025/26
5.1% actual (Cabinet, 3 Sep);
IMF est. 4.6%
14.3% (June 2026)

19.00% (June 2026)
15.1%
14.2%
94.0%

Deficit 9.5%
4.8%
85.6% (IMF est.)
91.1% (IMF est.)
18.3%
18.0%
42.0%
37.4%

$47.2bn (IMF est.)

n/a
n/a

$6.6bn
EGP 21,407bn

FY2026/27 proj. or latest
4.4% (IMF)

13.2%

held 19.00% on 20 Aug
2026
16.3%
12.0%
73.6%
Deficit 7.1%
5.0%

82.8%

84.6%
16.1%
18.5%
36.2%

37.2%

$55.2bn

$57.21bn (end of August
2026)

25.657% (182d), 25.275%
(364d), 10 Sep 2026
$2.1bn
EGP 25,375bn

Note
Q4 FY2025/26 4.7%; CBE expected about 5.0%

27.5% June 2024; 14.9% July, 14.5% August
2026; core 14.9% August; IMF sees 16.7% in H2
2026

825 bp of cuts Apr 2025 to Feb 2026; on hold
since

Tax 12.2 / 13.0 / 14.1% of GDP

Domestic 9.3 / 12.8 / 10.9% of GDP

On our calculation from IMF Table 3b

Cash deficit 6.9 / 10.1 / 6.9% of GDP

3.6 / 42/ 51% excl. NAFA. DSA general
government ptimary surplus differs: 3.3 / 2.7 /
3.6%

Programme definition; 70.8% by FY2030/31

Includes official creditor deposits at the CBE
Falls to 10.9% FY2028/29, 9.7% FY2029/30
Deflator 25.0 / 12.8 / 13.6%

Debt service 38.9 / 45.0 / 40.1% of GDP; GFN
measures enter the DSA only in part

IMF, total economy; CBE 2026 external service
$29.18bn is economy wide, calendar year

GIR incl. FX deposits in domestic banks (Text
Table 2): $56.8 / 58.6 / 67.5bn; 109.9% of ARA
metric in FY2025/26

CBE monthly release, provisional; $56.29bn at
end of July

CBE auctions of 10 Sep 2026; 91d 24.331%,
273d 25.704% on 6 Sep

IMF Table 6, covered by official financing

IMF

Table 1. Key indicators. Fiscal years end 30 June. Budget sector fiscal lines, programme definition debt and the DS A perimeter are from the IMF seventh review staff report, published in Angust 2026 and compiled from
the Egyptian anthorities; the FY 2025/ 26 growth onttum is the Cabinet’s; inflation, policy rates, net reserves, anction yields and remittances are from the Central Bank of Egypt. Interest is on the IMF’s GFESM 2014
accrued basis from FY2024/25 and is not directly comparable with the Ministry of Finance’s cash presentation. Reserve concepts differ by row: the IMF’s gross official reserves, its broader measure including foreign
currency deposits in domestic banks, and the CBE’s net international reserves. The primary balance concepts also differ: the budget sector programme measure, which includes net acquisition of financial assets (NAFA),

is not the DSA general government measure. Perimeters differ by row and are labelled; they must not be combined.
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The Debt Stock: Which Measure Matters?

Egypt reports several debt perimeters and the differences are material. The programme definition of general government debt, which includes the budget
sectot, the National Investment Bank and the social insurance funds, stood at 86.8 percent of GDP at the end of FY2024/25 and is estimated at 85.6
percent at the end of FY2025/26. The Ministry of Finance's audited financial statements, a separate general government seties, give a lower reading for
the latest audited yeat, 82.5 percent at the end of FY2024/25 against 88.4 percent a year eatlier, a fall of 5.9 points on that basis, on our calculation. The
IMF's debt sustainability analysis adds official creditor deposits at the central bank and reads 91.8 percent for FY2024/25 and 91.1 percent for FY2025/26.
The economy's total external debt, public and private, is measured in dollars against a dollar GDP that moves with the exchange rate: 44.2 percent of
GDP at the end of FY2024/25, falling to an estimated 37.4 percent at the end of FY2025/26 as dollar GDP grew, on the IMF's figures. Within the
programme total, domestic debt was 65.3 percent of GDP and external debt 21.5 percent at the end of FY2024/25, which is why the domestic interest
bill, not the external principal, is the centre of the question. Four series therefore appear in public debate and give four different numbers, for different
dates and perimeters: the programme definition general government (85.6 percent at the end of FY2025/26), the DSA perimeter with official creditor
deposits at the CBE (91.1 percent), the Ministry of Finance's audited general government (82.5 percent at the end of FY2024/25) and the Wotld Economic
Outlook's April 2026 vintage (86.8 percent for its 2025, which for Egypt is FY2024/25 on the programme definition). Each section of this report names
its perimeter and comparisons across perimeters are avoided deliberately.

The Debt Equation

The analytical spine of this report is one approximation: the change in the ratio of debt to GDP each year equals the primary deficit, plus the interest
growth differential, the effective interest rate minus nominal GDP growth, scaled by the opening debt ratio, plus exchange rate valuation effects on foreign
currency debt, plus other stock flow adjustments such as arrears clearance, asset sales used below the line and recapitalisations. Written as arithmetic: the
change in d equals pd plus ((i minus g) divided by (1 plus g)) times the opening d, plus FX, plus SFA.

The IMF's seventh review publishes every term on the DSA petrimeter, and the two most recent years tell opposite stoties. In FY2024/25 the DSA ratio
fell 5.4 points: the general government primary surplus reduced it by 3.3 points and automatic debt dynamics subtracted 0.4 points. Within those dynamics,
real growth contributed minus 4.1 points and the real interest rate component minus 8.5 points, while relative inflation added 7.1 points and the real
exchange rate effect added 5.1 points, a term for which the table reports no contribution in FY2025/26 or later; other identified flows added 4.7 points
and the residual subtracted 6.4 points. Separately, our simplified nominal calculation from the same table, using the IMF's effective interest rate and
nominal GDP growth, gives a reduction of 12.7 points as nominal GDP grew 30.5 percent against an effective rate of 13.5 percent, applied to an opening
DSA ratio of about 97.2 percent of GDP implied by the 5.4 point fall to 91.8 percent: inflation, running at 25.0 percent on the deflator, delivered most
of the fall. In FY2025/26 the DSA ratio fell only 0.8 points. The primary surplus still contributed 2.7 points, but the effective rate rose to 18.3 percent as
the 2024 issuance repriced into the bill while nominal growth slowed to 18.0 percent, so the differential term flipped to plus 0.2 points, on our calculation;
the IMF's split shows a real interest rate contribution of plus 4.3 points and relative inflation of plus 3.0 points against real growth of minus 4.1.
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That is the limit of extrapolation, made visible in official numbers. As disinflation proceeds, nominal growth converges toward the effective rate and the
automatic denominator support fades precisely when the social payoff of lower inflation arrives. Our simplified approximation applied to the IMFE baseline
gives a conttibution of about minus 1.8 points of GDP in FY2026/27, when the effective rate is 16.1 percent and nominal growth 18.5 petcent; about
plus 0.7 points in FY2027/28, when the effective rate is 14.7 percent against nominal growth of 13.7 percent; and about minus 0.3 points from FY2028/29,
when the effective rate reaches 10.9 percent against nominal growth of 11.3 percent; the IMF's own automatic debt dynamics, which add the relative
inflation term, are plus 1.2, plus 2.1, plus 0.4 and plus 0.3 points in FY2026/27 to FY2029/30. The question the rest of this report answers is what
combination of primary surplus, rate decline and real growth keeps the debt path falling once inflation no longer does most of the wotk.

What moved the debt ratio: IMF de composition, two fiscal years

Primary balance -

—27
-
-+ I

Real interest rate

Relative inflation

—4.1

-

Real growth -

not reported

I
I .
64 -_- B FY2024/25, total change: minus 5.4 points

FY2025/26, total change: minus 0.8 points

Real exchange rate 1

Other identified flows -

Residual

—-10 =75 -5 -2.5 0 2.5 5 7.5
Contribution to the change in the DSA debt ratio, points of GDP

Source: IMF seventh review, Figure 4, baseline scenario. Negative values reduce the ratio.

Figure 2. What moved the ratio in each year. Source: IMF seventh review, Figure 4 baseline scenario.
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The Primary Surplus: Egypt's Main Fiscal Defence

The improvement is clear: the budget sector primaty surplus rose from 1.3 percent of GDP in FY2021/22 to 3.8 percent in FY2024/25 and an estimated
4.8 percent in FY2025/26, with a 5.0 percent target from FY2026/27 through FY2030/31. By March FY2025/26, the ptimary balance had reached 3.5

percent of full-year GDP, above both 2.4 percent a year earlier and the 3.0 percent programme floor. Tax revenue is projected to rise from 13.0 percent
of GDP in FY2025/26 to 14.1 petrcent in FY2026/27.

On the IMF's effective interest-rate and nominal-growth path, the primary balance needed metely to stabilise debt is far smaller: about 0.2 percent of
GDP in FY2025/26 and 0.7 percent in FY2027/28, while deficits could still stabilise the ratio in FY2026/27 and from FY2028/29. Even under the IMF's
fuller automatic-dynamics calculation, the required surplus is 1.2 percent in FY2026/27 and 2.1 percent in FY2027/28, below projected general-
government surpluses of 3.6 and 3.5 percent. The 5.0 percent budget-sector target is a separate, narrower programme measutre. The baseline therefore

shows the debt ratio falling sharply. The fiscal defence is adequate on paper; the greater risk is sustaining it across successive budgets and periods of social
pressure.

Primary surplus on two concepts against the stabilising re quirement

General government primary surplus, DSA perimeter
=@ Edge stabilising threshold on the DSA petimeter
EE Budget sector primaty surplus, programme definition

FY23/24 indudes divestment proceeds

.-

|

Percent of GDP

FY21/22 FY22/23 FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY29/30 FY30/31
Sources: IMF seventh review; |

\dge calculations. FY25/26 onward are IMF estimates and projections; the two surplus concepts are not interchangeable.

Figure 3. Both surplus mreasures sit well above the mechanical stabilising requirement; they are different fiscal concepts and are shown separately. Sources: IMF; Edge calenlations.
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Interest Is The Binding Constraint

Interest rose from 9.8 percent of GDP in FY2023/24, on the eatlier cash basis, to 10.6 percent in FY2024/25 on the GFSM 2014 accrued basis and an
estimated 14.2 percent in FY2025/26, of which 12.8 percent domestic and 1.4 percent external. Against revenue of 15.1 percent of GDP that is 94 percent
of everything the state collects and 109 percent of tax revenue, on our calculation; over July to March alone interest of 8.8 percent of GDP absorbed 89
percent of revenue of 9.9 percent, on our calculation. On the FY2026/27 projection interest of 12.0 percent of GDP, about 3,045 billion pounds on
nominal GDP of 25,375 billion, is still 74 percent of revenue and 85 percent of tax revenue, on our calculation, and it exceeds the overall deficit of 7.1

percent by almost 5 points of GDP, which is another way of saying the state runs a 5 percent primary surplus and still borrows.z

The burden is domestic in origin. Dividing the yeat's budget sector domestic interest of 12.8 petcent of GDP by the end of petiod general government
domestic debt stock of 67.2 percent of GDP on the programme definition, two petimeters combined here only as an indicator, gives an indicative domestic
cost ratio near 19 percent for FY2025/26, on out calculation, against about 14 percent a year eatlier; it is a flow over an end of petiod stock, not a
conventional effective rate, but the direction is clear: the bills and short bonds issued around the 2024 tightening peak, when the overnight deposit rate
reached 27.25 percent, arrived on the interest line with a lag of roughly a year. The refinancing effect that raised Egypt's costs on the way up can now
work in its favour on the way down, although the pass through is neither automatic nor immediate. Maturing paper refinanced after 825 basis points of
policy cuts can carry a lower cost than the peak issuance it replaces, depending on tenor and the sovereign premium, and the IMF baseline has the effective
rate on the whole stock falling from 18.3 percent to 16.1 percent in FY2026/27, 14.7 percent in FY2027/28 and 10.9 percent in FY2028/29, alongside
an interest bill of 12.0, 10.4 and 7.7 percent of GDP. That repricing, not the policy rate itself, is what moves the cost of the stock, and the CBE's decision
to hold at 19.00 percent since February, with inflation expected to tise through the third quarter of 2026 before declining from eatly 2027, means the next
leg of relief arrives later than the baseline before the war assumed.

Market check: the marginal cost is still high. The policy rate does not measure Egypt's marginal sovereign funding cost. At the Central Bank of Egypt's
auctions of 10 September 2026 the weighted average accepted yield was 25.657 percent on 182 day bills and 25.275 percent on 364 day bills, 12.5 and 15.8
basis points above the 3 September auctions' 25.532 and 25.117 petcent on our calculation, and at the auctions of 6 September it was 24.331 percent on
91 day bills and 25.704 percent on 273 day bills, against an overnight deposit rate of 19.00 percent. The 10 September sale of 364 day bills drew 113.0
billion pounds of bids against 75.0 billion sought, and the central bank accepted 55.9 billion, per the auction results. The IMF's staff report records the
same phenomenon at the time of the review, bill yields about 500 basis points above the policy rate on an inverted curve that discourages duration. That
gap is why the decline in the effective rate lags monetary easing: the existing stock must mature, and the sovereign premium itself must compress, before
the 825 basis points already delivered reach the budget in full.
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Interest, tax revenue and total revenue, budget sector Interest as a share of revenue and of tax revenue
I Interest payments B Taxrevenue Revenue and grants 120 4 =@~ Interest asa share of revenue
17.5 4 =i Interest asa share of tax revenue
103 103 160 109
15.1 /R
4 - 14.6 AY
150 143 : : : VAN Interest equals the tax ake
100 1 S
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A . 10.6 I
T
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FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29 FY23/24 FY24/25 FY25/26 FY26/27 FY27/28 FY28/29

Sources: IMF seventh review, Table 3b; GFSM 2014 accrued basis from FY24/25, FY23/24 on the eatlier cash basis; the ratios are Edge calculations from the same table.

Figure 4. In FY2025/ 26 interest exceeded the tax take; FY 2023/ 24 is on the earlier cash basis. Sources: IMF Table 3b; Edge ratios.

Inflation Helps The Denominator, And Creates Another Cost

Inflation has done much of Egypt's mechanical debt reduction, and its cost to the budget arrives with a lag. Inflation reduced yesterday's debt ratio by
inflating nominal GDP, while the tightening cycle that followed, and the lagged repricing of domestic debt, raised today's interest burden. A GDP deflator
of 25.0 percent in FY2024/25 lifted nominal GDP growth to 30.5 petcent and mechanically compressed the debt ratio; the same inflation and exchange
rate pressures brought a tightening cycle that took the overnight deposit rate to 27.25 percent, raising the cost of new domestic funding with a lag and
imposing the social costs that make consolidation harder to sustain. The disinflation since has been interrupted rather than reversed: headline inflation,
14.9 percent in June 2025, was on a downward trend before the war on the IMF's account, rose to 15.2 percent in March 2026 on depreciation and enetgy
prices, eased to 14.3 percent in June, printed 14.9 percent in July with monthly headline and core inflation at 0.0 percent, so that the annual rise reflected
the base rather than new monthly pressure, on our reading, and eased to 14.5 percent in August on the CBE's published urban rates, with the monthly
index up 0.1 percent as fruit and vegetables fell 5.5 percent and regulated items rose 1.0 percent. Core inflation, which excludes those two groups, rose to
14.9 percent in August from 14.7 percent, its second consecutive annual increase, and now exceeds the headline rate by 0.4 points, on our calculation; the
nationwide rate published by CAPMAS slowed to 12.7 percent from 13.0 percent with the index flat on the month, as food and beverages fell 1.2 percent

while electricity, gas and other fuels rose 4.3 percent. The bank expects annual inflation to accelerate through the third quarter of 2026, more moderately
10
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than it projected in July, then to decline from the first quarter of 2027 and converge to its 7 percent target, plus or minus 2 points, in the second half of
2027; the third quarter average so far, 14.7 percent across July and August, is 0.1 points above the second quarter average of 14.6 percent from the April,
May and June readings of 14.9, 14.6 and 14.3 percent, on our calculation. The IME's estimate is 16.7 percent for the second half of 2026 and a convergence
delayed by about a year.

For the debt equation the sequence matters. The deflator is projected at 12.8 percent for FY2025/26 and 13.6 percent for FY2026/27 before dropping
to 8.3 percent in FY2027/28, 5.5 petrcent in FY2028/29 and about 5 percent thereafter, so the denominator support is still substantial for one more year
and then largely gone. The interest bill, by contrast, declines with a lag of one to two years behind policy rates. The transition period, FY2027/28 on
current dynamics, is when nominal growth of 13.7 percent sits below an effective rate of 14.7 percent, and it is when the primary surplus matters most,

because inflation and cheaper money are each doing much less of the work.

The Exchange Rate Channel

Exchange rate flexibility is a programme condition and, on the IMF's account, one of the three policy actions that contained the wat's impact. Depreciation
raises the domestic currency value of foreign currency debt and lifts external ratios by translation: the DSA records a real exchange rate contribution of
plus 5.1 points of GDP to the debt ratio in FY2024/25, the first full fiscal year after the March 2024 unification, and teports no contribution for
FY2025/26 or later in its baseline. The other side is equally real. Flexibility, together with renewed inflows, is what rebuilt reserves and normalised formal
remittance flows, and it is why the economy's total external debt ratio fell from 44.2 percent of GDP at the end of FY2024/25 to an estimated 37.4
percent a year later as dollar GDP rose. A flexible pound with adequate reserves keeps the FX term of the debt equation two sided rather than a recurting
one way shock, and reduces the risk that imbalances build behind a defended rate. The channel to monitor is the regime, not the level: sustained flexibility
with reserve accumulation keeps valuation effects two sided, and the IMF's seventh review records that the CBE has been buying reserves amid renewed
inflows. The regime has been tested again in the past two weeks: the CBE's official buy rate for the dollar moved from 50.15 pounds on 26 August to
51.27 pounds on 10 September, a 2.2 percent weakening on our calculation, while net international reserves rose to 57.21 billion dollars at the end of

August. That is the pattern the equation needs, a price that adjusts and a headline reserve stock that does not fall.

External Debt Is Only Part Of The Problem

The composition matters more than the headline. General government domestic debt of 67.2 percent of GDP on the programme definition stands behind
12.8 points of the 14.2 point budget sector interest bill; external debt of 18.4 percent of GDP on the same definition stands behind 1.4 points; the debt
and interest perimeters differ and the pairing is indicative. External debt is spread across Eurobonds, multilaterals including the IMF and World Bank,
bilateral partners and deposits from regional official lenders, and it is concentrated in dollars and in specific maturity years. The CBE's external position

report gives economy wide external debt service for calendar 2026 of 29.18 billion dollars, 23.79 billion of principal and about 5.4 billion of interest. The
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IMF DSA's foreign curtency public debt setvice is a separate measure on a fiscal year basis, 6.8 percent of GDP for FY2025/26 and 5.9 petcent in
FY2026/27; the two are different perimeters and time bases and are read here as separate indicators. On the IMF's external financing table, needs are 32.7
billion dollars in FY2025/26 and 32.6 billion in FY2026/27, and the residual financing gaps of 6.6 billion and 2.1 billion are covered by identified official
financing of 6.7 billion and 9.7 billion, including 2.0 and 3.0 billion from the Fund itself, 1.2 and 3.5 billion from the European Commission and 3.5
billion of state asset sales in FY2025/26. Total drawings under the EFF and RSF reached about 7.3 billion dollars with the seventh review. The immediate

external constraint is therefore rollover and financing gap coverage rather than a near term solvency event; the domestic question is cost. They should

not be merged into one number.

External financing needs and sources, IMF Table 6
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Source: IMF seventh review, Table 6. Official financing includes the IMF, the World Bank, the European Commission and state asset sales.

Figure 5. Covered within the programme, with little slack in FY 2025/ 26 and more in FY2026/ 27. Source: IMF seventh review, Table 6.
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The Refinancing Profile

Gross financing needs, maturing domestic bills and bonds plus external amortisation plus the deficit, are estimated at 42.0 percent of GDP for FY2025/26
on the IMF's DSA, up from 35.3 percent a year eatlier, with total debt service of 45.0 percent of GDP of which 38.2 points in local cutrency. That is the
direct consequence of short domestic maturities, and it cuts both ways. It is the vulnerability: more than a third of GDP must be rolled in each of the
next three fiscal years, so a confidence shock reprices the whole burden quickly. It is also, at this point in the cycle, the opportunity: short maturities are
why policy easing can reach the effective cost of debt within two to three years rather than a decade.

The authorities and the Fund have quantified the reduction effort. Measures worth 5.0 percent of GDP were delivered in FY2025 /26, including Qatari
land-sale proceeds, debt-amortising divestments, extensions of three-month bills and Ministry of Finance notes, and voluntary liability management. A

further 5.0 percent is programmed for FY2026/27, mainly through bill extensions and liability management, plus 920 million dollars of divestment
proceeds.

One caveat matters for the chart: the IMEF's DSA groups all instruments under one year as short term, so maturity extensions that remain within that
horizon, worth 4.5 percent of GDP, do not reduce projected gross financing needs. The DSA is therefore more conservative than the authorities' target.
Gross financing needs fall to 36.2 percent of GDP in FY2026/27, tise to 37.9 percent in FY2027/28, then decline to 33.3 percent in FY2028/29 and

below 30 percent by FY2029/30. The policy implication is sequencing: extend maturities gradually as rates fall rather than lock in today's still-elevated
yields.

Gross financing needs, DSA baseline

Public debt service by currency, DSA baseline
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Figure 6. The authorities target a cummlative reduction of 10 points of GDP across FY2025/26 and FY2026/27; the IMF's DSA reflects those measures only in part. Source: IMF sevent) review.
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Can Falling Rates Change The Arithmetic?

Yes, but gradually, and the gradualism is now visible in the official projections rather than assumed. The stock does not reprice on announcement; it
reprices as instruments mature. The IMF path for the effective interest rate on the whole stock, 18.3 percent in FY2025/26, 16.1 in FY2026/27, 14.7 in
FY2027/28 and 10.9 in FY2028/29, already reflects the 825 basis points delivered; the further decline it shows depends on the disinflation the IMF
projects from 2027. Alongside that path the budget sector interest bill declines from 14.2 percent of GDP to 12.0, 10.4 and 7.7 petcent, decreases of 2.2,
1.6 and 2.7 points in successive years, on our calculation; those changes also reflect the evolving stock, nominal GDP and the financing mix, not the rate

alone, but the direction is clear.

An Edge sensitivity on the domestic stock makes the leverage explicit. With general government domestic debt at 67.2 percent of GDP on the programme
definition, used as the stylised stock, every 100 basis points of sustained change in the average cost of domestic debt is worth about 0.67 percent of GDP
a year at full pass through, on our calculation. Assuming roughly half of the domestic stock reprices within a year, a sustained fall of 100 basis points saves
about 0.3 percent of GDP in the first year and 0.67 percent when fully passed through; 300 basis points saves about 1.0 percent in year one and 2.0
percent at full pass through; 500 basis points saves about 1.7 percent in year one and 3.4 percent of GDP fully, enough on its own to take the interest bill
from 14.2 to below 11 percent of GDP if all else were unchanged. The same arithmetic runs in reverse: the indicative domestic cost ratio rose from about
14 percent in FY2024/25 to about 19 percent in FY2025/26, roughly 500 basis points, which is consistent with the 3.5 points of GDP added to the
domestic interest line, on our calculation. These are sensitivities on a stylised stock, not forecasts, and they assume the primary surplus is not spent as the

relief arrives.

Policy rate, marginal funding cost and average cost of the stock

Accepted treasury bill yields IMF effective interest rate Edge sensitivity: interest saved on
against the policy rate on the whole stock domestic debt of 67.2 percent of GDP
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Sources: CBE auction results of 6 and 10 September 2026; IMF seventh review; Edge calculations. Sensitivity assumes about half the domestic stock reprices within 12 months.

Figure 7. Policy rate, marginal funding cost and average cost of the stock: the transmission lag made visible. The sensitivity panel is illustrative and assumes about half the domestic stock reprices within 12 months; it is
not an estimate of the actual maturity structure. Sources: CBE auction results of 6 and 10 September 2026, IME; Edge calenlations.
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Growth: How Fast is Fast Enough?

With the general government primary surplus projected well above the mechanical stabilising threshold, the growth bar is modest in the IMF baseline. The IMF
projects real growth of 4.4 percent in FY2026/27, moderated by the lagged effects of the war on investment and input costs, then 5.0 percent, 5.5 percent and
4.8 percent. Combined with a deflator settling near 5 percent, that gives nominal growth of 11.3 petrcent in FY2028/29 and near 10 percent thereafter, only
modestly above the effective interest rate of 9 to 11 percent on the IMF path, and above it at all only if the rate path is delivered. The bar rises in the adverse
combination: real growth back near 2 percent with disinflation complete would compress nominal growth toward 7 percent, and against the IMF path's effective
rate of 10.9 percent in FY2028/29 the differential term would add about 3 points of GDP a year to the ratio, on our calculation. Growth composition also
matters for durability: the recovety is led by manufacturing outside the oil sector, Suez Canal activity and refining, with industry, trade and telecommunications
supplying 48 percent of growth on the Cabinet's statement and consumption supported by remittances; growth led by investment would raise potential and the
denominator more reliably than consumption alone, and the IMF's projection of real private credit growth of only 1.6 percent in FY2026/27 says the investment
channel is still narrow.

Privatisation And Asset Sales

Asset sales enter the debt equation twice and must be kept apart. Proceeds used to retire debt are a one time stock flow adjustment: valuable, unrepeatable, and
no substitute for the primary balance. The numbers are now specific. Divestment proceeds flowing to the budget were 3.7 percent of GDP in FY2023/24, the
Ras El Hekma year, nil in FY2024/25 and an estimated 0.8 percent in FY2025/26, close to the 0.86 points of GDP that the staff report's Text Table 5 attributes
to the Qatari land sale proceeds of 3.5 billion dollats, on our reading, with divestment proceeds of 0.2 percent of GDP projected for FY2026/27; divestment
receipts proper to date, including the Gabal El Zeit transaction and Ministry of Finance sales of shares in publicly traded companies, are around 520 million
dollars on the IMF's count, against 920 million dollars assumed for FY2026/27. The IMF's own judgement is that divestment has progressed mote slowly than
anticipated and needs to be accelerated. Recurring fiscal improvement comes only from what divestment changes structurally: dividends forgone against taxes
gained, losses of state owned enterprises removed from contingent liabilities, and the competitive space opened to private investment. The Edge treats announced
ptivatisation receipts as below the line financing in all scenarios; any analysis that counts them as revenue overstates the undetlying consolidation.

The IMF Programme: What It Solves And What It Does Not

The Extended Fund Facility is now at its seventh review, completed by the Executive Board on 30 July 2026 alongside the second review of the Resilience and
Sustainability Facility, with about 1.8 billion dollars made available and cumulative drawings of about 7.3 billion. The programme supports three parts of the
adjustment it anchors the budget sector primary surplus path at 5 percent of GDP with quantitative targets that were exceeded at the end of March 2026, it helps
fill the external financing gap on official terms, and it reinforces the flexible exchange rate framework that keeps valuation shocks two sided. It does not solve
the composition of spending, the depth of the domestic investor base, the pace of maturity extension, or the durability of 5 percent primary surpluses after the
arrangement ends; the review's own language is that structural reform progress has been uneven and that efforts to reduce the state's role, including the divestment
programme, have progressed more slowly than anticipated and need to be accelerated. The programme buys the time in which the debt equation can be turned;
it does not turn it.
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Foreign Capital: Durable FDI Versus Financing Inflows

Not all inflows suppott the equation equally. Portfolio investment and loan disbursements of 14.7 billion dollars in FY2025/26 and 19.7 billion projected for
FY2026/27 ease rollover and lower yields, but they remain reversible financing and add to future external claims, consistent with the IMF's warning on refinancing
risks. Net FDI of 12.4 billion dollars in FY2025/26 and 11.8 billion projected for FY2026/27 is more durable, supporting capital formation, exports and dollar
earnings without necessatily adding to sovereign debt.

Record remittances of 47.3 billion dollats in FY2025/26, about 2.4 times the 19.6 billion dollar current account deficit, provide the largest external cushion. For
debt dynamics, FDI supports growth and the FX position structurally, while portfolio inflows lower funding costs cyclically but increase rollover exposure. A
shift toward FDI and long-maturity official financing therefore contributes mote to the debt trajectory than the same inflows through the bill market.

Egypt Versus Selected Emerging Markets

On a single vintage, the IMF's April 2026 World Economic Outlook, in which Egypt's years are fiscal years so that 2025 cotres ponds to FY2024/25, Egypt's
general government gross debt of 86.8 percent of GDP for 2025 sits with Jordan at 82.8 percent, India at 84.1 percent and South Africa at 78.6 percent, below
Brazil at 93.3 percent and above Pakistan at 72.8 percent, Kenya at 69.3 percent, Morocco at 67.1 percent, Nigeria at 35.5 percent and Turkey at 23.5 percent.
On that measure Egypt is in the upper tier, not an outlier. It stands apart on two other dials. Its overall deficit of 12.1 percent of GDP for 2026 on the WEO
series, which for Egypt is on a fiscal year basis, is the widest of the group, against 7.7 percent for Brazil and 7.4 percent for India, and the budget sector accounts
examined in this report show that interest, not primary spending, is what keeps Egypt's deficit wide on that narrower perimeter; the two bases are not subtracted
from one another here. On the measures examined, Egypt stands apart far more sharply on its intetest burden, 94 percent of revenue in FY2025/26 on our
calculation, than on its headline debt ratio. On growth the WEQ's 4.2 percent for Egypt's 2026, its Aptil projection for FY2025/26 that the Cabinet's 5.1 petcent
outturn has since superseded, is above every peer except India at 6.5 percent, Morocco at 4.9 percent and Kenya at 4.5 percent; on average inflation for 2026

Egypt's 13.2 percent is below only Turkey at 28.6 percent and Nigeria at 16.0 percent.

Egypt against selected emerging markets, IMF World Economic Outlook, April 2026
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Figure 8. Egypt stands apart on the overall deficit more than on the headline debt ratio; the interest burden is shown in Figure 4.
Source: IMF World Economic Outlook, April 2026, single vintage; Egypt's years are fiscal years.
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Outlook: Three Paths To 2030

FASTER CONSOLIDATION

Primary surpluses hold at programme levels, inflation turns down from eatly 2027 as the CBE expects and easing resumes, maturities extend on the 5
percent of GDP a year programme, and privatisation proceeds retire stock. The effective rate falls faster than the IMF path, the DSA ratio undershoots
the baseline before FY2029/30 and interest's claim on revenue falls faster than projected, towatrd a third. This is a directional upside case rather than a
point forecast; the constraint is the social pressure the IMF itself names, while spending that supports growth is preserved.

MANAGED ADJUSTMENT, THE EDGE BASE CASE

Programme targets are broadly met, the effective rate declines with a lag along the IMF path from 18.3 percent to 10.9 percent by FY2028/29, nominal
growth slows from 18 percent to near 10 percent, and the ratio declines several points a year: 82.8 percent of GDP on the programme definition in
FY2026/27, 74.4 percent in FY2029/30 and 70.8 percent in FY2030/31, with the DSA petimeter at 71.6 percent by FY2030/31. Interest remains the
largest expenditure line but its claim on revenue falls from 94 percent to about 74 percent in FY2026/27 and below half by FY2028/29, on our calculation.
Gross financing needs fall below 30 percent of GDP by FY2029/30. Rollover risk declines but does not disappeat.

RATE AND CURRENCY STRESS

A renewed regional escalation reverses portfolio inflows, forces renewed depreciation, and tightens domestic rates again before the stock has repriced.
The FX term and the differential term turn adverse together, as they did in FY2024/25 and FY2025/26 tespectively, and consume most of the primary
effort; the decline in the ratio stalls or partly reverses on the programme definition and the interest bill stays near its current share of revenue for longer.
The scenario is a stress test of persistence, not a prediction; its early markers are the exchange rate regime, reserve accumulation, positioning by nonresident
investors and the average accepted yield at domestic auctions.

What Would Make The Debt Ratio Fall Sustainably?

Five conditions, all observable: a budget sector primary surplus held at or near 5 percent of GDP across budget cycles, not just programme reviews, while
the general government surplus on the DSA perimeter stays above its stabilising threshold, which on our simplified interest growth calculation is below
1 percent of GDP in every baseline year and which on the IMF's fuller automatic debt dynamics, including the relative inflation term on foreign currency
debt, is 1.2 percent of GDP in FY2026/27, 2.1 petrcent in FY2027/28 and below 0.5 percent thereafter; an effective interest rate that follows policy rates
down as the stock reprices, visible in the average yield of accepted bids at domestic auctions and in the interest line of the monthly fiscal report; nominal
growth that stays above the effective rate as inflation normalises, which on the IMF path requites real growth above about 5 petcent in FY2028/29, about
4.5 percent in FY2029/30 and about 4.2 percent in FY2030/31, on our calculation, while in FY2027/28 the gap is closed by the primary surplus rather
than by growth; an exchange rate regime that stays flexible with reserve adequacy preserved, so valuation shocks net out over time; and asset sale and land
sale proceeds applied to stock reduction while tax reform supplies the recurring revenue, with the tax ratio tising to 14.1 percent of GDP in FY2026/27.
When all five hold simultaneously, the equation compounds in Egypt's favour; the loss of any one is visible within a quarter in published data.
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Conclusion

Egypt's debt question has changed shape. Its immediate challenge is increasingly one of financing cost, refinancing structure and policy persistence rather
than an imminent solvency constraint: the budget sector primary balance is at 4.8 percent of GDP and rising to 5 percent, the ratio is falling on the
programme definition, the DSA perimeter and the Ministry of Finance's audited series, gross international reserves stood at 119 percent of the IMF's
reserve adequacy metric at the end of June on the Fund's summary assessment, growth came in at 5.1 percent, net international reserves rose again in
August and the programme has completed its seventh review. The IMF's own language is that debt is sustainable in the medium term but not with high
probability, with high risks of sovereign stress, and that caveat belongs beside every sentence in this report. Egypt's is a cost of catty question, and
FY2025/26 was the year it weighed most: interest of 14.2 percent of GDP exceeded tax revenue of 13.0 percent, and the DSA debt ratio fell less than 1
point despite a general government primary surplus of 2.7 percent of GDP on that perimeter, and a budget sector surplus of 4.8 percent, because the
effective rate, at 18.3 percent, edged above nominal growth of 18.0 percent and, on the IMF's decomposition, the relative inflation term on foreign
currency debt added a further 3.0 points, so that automatic debt dynamics of plus 3.2 points absorbed the whole surplus and the small fall came from
other identified flows and the residual. The next two fiscal years are unusually mechanical, in a way that favours disciplined policy: the 825 basis points of
easing already delivered will grind into the effective cost of a short dated stock, the 10 points of GDP of reduction in financing needs are programmed
and half delivered, the primary surplus targets are being exceeded, and the denominator still enjoys nominal growth of 18.5 percent, well above the
effective rate, for one more year. If those forces are allowed to run, without the surplus being spent, the currency being defended into rigidity, or asset
sales being booked as revenue, the interest share of revenue falls from 94 percent toward half and the ratio's decline becomes self sustaining. The equation
is turning in Egypt's favour; the task is not to interrupt it.

Methodology And Verification Note

Fiscal ontturns, the programme definition debt path, the debt sustainability decomposition, effective interest rates, gross financing needs and external financing tables are from the IMF staff report for
the seventh review of the Extended Fund Facility and second review of the Resilience and Sustainability Facility, published in Augnst 2026 and compiled from the Egyptian anthorities; the July fo
March FY2025/ 26 outturns are from the same report's text tables. The FY2025/26 growth outturn is from the Cabinet statement of 3 September 2026. Inflation, policy rates, net international
reserves, remittances, treasury bill anction results, official exchange rates and the balance of payments are from Central Bank of Egypt releases to 10 September 2026, and the nationwide August
consumer price index is from CAPMAS, the 2026 external debt service figure is an economy wide, calendar year measure from the CBE's exctemal position report. Budget sector interest is on the
IMF's GESM 2014 acorned basis from FY2024/25. The FY 2025/ 26 growth ountturn is not substituted into the IME's debt sustainability arithmetic, which is kept on its August vintage. Peer
comparisons are drawn from a single vintage, the IMEF World Economic Ontlook of April 2026, in which Egypt's years are fiscal years and the other economies' are calendar years. Debt perimeters
are named on every use and never combined: programme definition general government, Ministry of Finance audited general government, the DSA perimeter including official creditor deposits at the
CBE, and external. Primary balance concepts are likewise named: the budget sector programme measure and the DS A general government measure. Every ratio, differential and stabilising threshold
marked on onr caleulation is computed transparently from the cited published values; the rate cut sensitivities are Edge mechanical illustrations with gradual repricing assumed explicitly, abont balf

the domestic stock within a year, and are sensitivities, not forecasts.
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financing needs and sources; Figure 4 baseline debt dynamics). International Monetary Fund

[4] IME: Press Release No. 26/271, Executive Board completes the seventh review under the EFF and second review under the RSF for Egypt, 30 July
2026. International Monetary Fund

[5] IME: Wotld Economic Outlook database, April 2026 (general government gross debt, overall balance, real growth and inflaton for Egypt, Brazil,
India, Jordan, South Africa, Pakistan, Kenya, Morocco, Nigeria and Turkey). International Monetary Fund
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