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This paper addresses the surge in Egypt's external debt, evaluating its
sustainability and distinguishing current crises from past crises. The objectives
encompass conceptual analysis, comparative assessments, root cause analysis,
and a roadmap for crisis resolution. Key findings reveal a fourfold increase in
Egypt's external debt from June 2011 to June 2023, reaching $164.7 billion,
accompanied by structural shifts. The debt-to-export ratio and service burdens
diverge unfavorably from comparable countries, reflecting a decline in Egypt's
export-to-GDP ratio. The crisis originates from capital account liberalization,
prolonged exchange rate stability, and increased domestic interest rates, creating
a deficit in the current account.

A looming external financing gap of $19.0 billion in 2024 necessitates swift
implementation of IMF-recommended reforms, debt-investment swaps, and an
accelerated exit from non-strategic economic activities. Long-term
recommendations focus on export-led industrialization, managing the impossible
trinity in monetary policy, and enhancing governance frameworks. Lessons learned
underscore the significance of sustained exports, caution against prolonged
reliance on hot money, and stress the need for a diversified economy beyond
remittances. In essence, this paper offers insights into Egypt's external debt
dynamics, providing actionable recommendations for policymakers and
stakeholders to navigate the current crisis and foster long-term sustainability.

Egypt’'s External Debt; External Debt Sustainability; Impossible Trinty; Debt
Governance Frameworks; Exchange Rate; Interest Rates
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Source: Central Bank of Egypt, External Position of the Egyptian Economy, Different Issues.
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Source: Central Bank of Egypt, External Position of the Egyptian Economy, Different Issues.
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