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BMI View: Without marked improvements in private consumption fundamentals such as

employment growth metrics and credit growth indicators, we have revised down our

vehicle sales forecast for 2015 to a decline of 6.1% followed by a 4.2% recovery in 2016

but volumes will not surpass their 2014 levels until 2017. Less promising demand for

commercial vehicles also forms part of our downbeat view, after demand from heavy

construction industries falls after the large scale Suez dredging activities end.

In addition to this market decline we also anticipate a shake-up in the country's

competitive landscape. The shake-up is taking place as a result of Egypt's FTA with the

EU. Sales of imported vehicles are growing at a much faster rate than domestically-

produced sales, which are actually contracting and imports now account for a bigger

share of the market than they have previously. This has prompted Daimler to withdraw

from its local assembly operations as vehicles imported from Europe are more cost-

effective, but we do not believe this marks the beginning of a mass exodus from the

country.
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