PSS TN
El Haykestep

oxfordbusinessgroup.com

THE ARAB CONTRACTORS (OSMAN AHMED OSMAN & CO)

Covid-19
Response

March 2022




Content Guide

Resilience Response

3 Overview of Egypt’s 4  Fiscal and monetary policies

macroeconomic fundamentals implemented in response to
Covid-19

5 How the construction sector
responded to Covid-19

OBG Covid-19 Response Report

Recovery

6 Economic rebound and
projections for growth

[/ Construction project pipeline

8 Case study: Rail infrastructure in Cairo

OXFORD
BUSINESS
GROUP

Reinvention

9

10

11

12

13

New cities and mega-projects

Outlook for growth in
utilities infrastructure

Outlook for growth in
transport infrastructure

Case study: Julius Nyerere Hydropower
Plant and Dam Project

Future trends in construction
materials, technology and methods

March 2022




RESILIENCE RESPONSE RECOVERY REINVENTION

OXFORD

Economic reforms and population growth drove BUSINESS
construction activity and economic expansion pre-pandemic

Egypt’s economic growth compared with other markets in Africa Egyptian government expenditure compared to other
and the Middle East (% change) markets in MENA (% of GDP)
® Egypt ® GChana Kuwait ® Qatar ® Turkey 30 2019 Before the Pandemic Egypt’s broad-
® Algeria ® Iraq Morocco KSA UAE 70 B 2020 based structural reforms placed the
Angola Jordan Nigeria South Africa 60 country in good stead to weather
@ Bahrain Kenya Oman Tunisia 50 the external economic shock from
6 40 Covid-19. As such, Egypt’s reduced
30 government spending provided
* O 20 additional flexibility to introduce
2 ® 10 robust economic packages to
: 0 . . o« o
0 ® & Gq,e Il S é’@ &5 § counter the fall in economic activity
& o P S & 9 g" @ during the early months of the
2 crisis. This, in combination with
S 4 o health ic growth previous|
S .4 : , : . ealthy economic growth previously,
™ : ® ° Total economic output contributed by Egypt’s construction | yd . E bg , P " 4
. sector (LE m) resulted in gyPt eing one o
50000 the few countries globally to post
8 | positive GDP growth in 2020. Owing
10 70,000 to its fast-paced population growth,
much of the economic expansion
12 60,000 : : :
: was linked to construction projects,
14 50,000 particularly those related to
A6 b . e the expansion of water, energy,
40,000 :
2 0 2 4 6 8 Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul transport and urban infrastructure.
2019 18 18 19 19 19 19 20 20 20 20 21 21 21

OBG Covid-19 Response Report Eqypt Source: IMF; Trading Economics March 2022
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Substantial fiscal and monetary policies were implemented BUSINESS
by the Egyptian government in response to the pandemic

A 10-fold increase in support to replace and renovate tourism facilities — from LE5bn to LE50bn CBE reduces Real GDP growth
CBE at a reduced interest rate of 8% over 15 years - and LE3bn allocated to finance six months of the its interest reached 7.7% in the CBE announces
further tourism sector’s payroll, maintenance and operating expenses; reducing the interest rate for CBE rate by 50 bps CBE second quarter of extension of the
reduces initiatives in the industrial, agricultural and private construction sectors from 10% to 8%. as inflation further 2021, reflecting the bank’s facilities
its : - i ,
interest Cancellation of fees and commissions applied to points of sale, cash withdrawal from ATMs and i.ezizr;scjjuﬁ;om :s:;lgfjr;cs Zizt:cl)r::i(cj: ;eci;?/\;f;):) ﬁf ior c_Ilents azd
rate by e-wallets for a period of six months starting in March 2020 and ending in September 2020; this 2020 to 3.4% nolicy by the back of consstent O:;'i? word e::s
300 bps was later extended until December 2020. Local transfers in Egyptian pounds are exempt from all in August 50 bps fecal stimulus Juunn; zozzen 0

commissions for three months until June 2020; this was further extended to December 2020.

March 14 March 16

&

2020 2020
The Takaful and Karama social programme European Pensions Hala El Said,
government extended to reach 60,000 extra families Investment increased minister of 2 I
announced Bank and by 14% planning and
a $6.13bn Government of Egypt announced a LE500 Banque and annual economic Real Estate & m
stimulus monthly grant for three months for informal du Caire salaries for development, Construction Measures  gxyy
package, and irregular workers in the most severely hit announce government announced LE10bn
° sectors, with about 1.6m beneficiaries
equivalent to = gmployees to boqst constmer The Ministry of Housing, Utilities and Urban Communities
1.8 % of GDP for SME increase by spending to offer

Six-month deferral of electricity, water and announced the expansion of social housing mega-projects to

financin 7-12%. citizens two- , :
gas payments, and other dues from tourist - Egyptg Jear. low-interest include 250,000 units at a total cost of LE40bn
facilities and private aviation Companies. Ioan’s to ooooo .o : oooooooooo .a e o 0 0 0 o : ooooooooo S e
: pay for Additional LE3bn in spending on public works, such as paving
Fiscal policy Payments to resume in October 2020. consumer goods internal roads in rural villages
Q : - : discounted by UPTO | L
actions The Ministry of Health and Population allocated 10-25% and rati
CBE LE256.8bn for health sector spending in the FY d oljr']d’ e tlon The Ministry of Housing, Utilities and Urban Communities dedicated
Q , mone.tary 2020/21 draft budget, including a 75% increase card SUDSITIES 10 LE3.8bn to contractors to help expedite construction of key projects
policy actions needy families.

and help them pay their workers

L J

in wages and bonuses for medical workers

4 OBG Covid-19 Response Report Eqypt Source: CBE; IMF; KPMG March 2022
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CASE STUDY: How the construction sector BUSINESS
responded to the pandemic
Pyramid of Covid-19 prevention measures Immediate challenges for the construction

Key Guidelines devised by The Arab Contractors sector to overcome

Maintaining physical social distancing

in the workplace Availability of

labour

D

Limited
ability

Building to work
Limitations of the number of materials remotely
employees transported
Loss of
productivity
Extra personnel protective equipment Availability o
1<) so that staff are adequately protected machinery &

equipment

Financing
issues

Efficient but rigorous temperature
taking of employees on site

@

OBG Covid-19 Response Report Eqypt Source: The Arab Contractors March 2022




Strong economic foundations have galvanised
infrastructure development across numerous sectors

CONSTRUCTION RENEWABLE ENERGY
* Continued growth * The government plans to increase the share of
momentum: 6.6% CAGR sustainable power in the nation's total energy from

forecast for 2021-25
* Construction output expected
to reach $44.34bn by 2025

Egyptian government’s total
investment target for the
electricity sector in the plan
for the year 2021/22 is

an estimated LE43bn

Main projects

include the

electrical feeding

project for the East

Al Owainat region,
electrical feeding project

for land reclamation projects

3%in 2016 to 20% in 2022 and 42% by 2035
Renewable power capacity in Eqypt is expected to
increase from 3.51 GW in 2020 to 13.7 GW in 2030

2 (%)

Sectors powering

Egyptian
government to
invest LE65.3bn in
petroleum sector
in FY 2021 /22

growth LE48.7|.:Jn for
extraction
$392bn worth of activities (75%
infrastructure projects in of total), and
the pipeline EGP16.6bn

for petroleum
refining activities

in the Toshka area, and | (25% of total).
the project to complete 6 = Q
electricity connection to Lo D) =20)
neighbouring Sudan
WATER TRANSPORT
* $50bn investment in water e Around 30,000 km of new and

conservation that extends until 2050
and may climb to $100bn

developed roads will be completed
by the end of 2024

* 19 new desalination facilities to come ¢ The first, 460-km phase of Egypt's

on-line by 2022, worth a combined
LE11bn and with total production of
550,000 cu metres per day

$23bn, 1000-km high-speed rail
network is being built, connecting
Cairo with Ain Sokhna on the Red Sea

OBG Covid-19 Response Report Egypt
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Recent reforms
have created conditions for

infrastructure and real estate
development

New Investment Law in May 2017: Creates investment, technological
and free zones with attractive fiscal and requlatory incentives

New Egyptian Banking Law in December 2020: Explicitly provides
opportunities for foreign financial institutions to operate in Egypt,

giving more legal clarity to the requlatory framework
Sustainable Development Strategy: Egypt Vision 2030

Three-year structural reform, implemented over three stages: a
short-term stage (18 months), a medium-term stage (18 to 36

months) and a long-term stage (5 years)

Includes policy package targeting aggregate supply in the economy
Reforms the structure of the economy and liberalises trade, boosts

development of financial markets

Reforms the labour market, the education sector and the vocational

training system

Flotation of the Egyptian pound

Lifting of nearly all fuel subsidies
Implementing a value-added tax
Egypt signed a three-year, $12bn extended fund facility with the
IMF in November 2016

Source: UNDP; Mordor Intelligence; Mondag; Fitch; Reuters
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On the back of the new investment
law in 2017, the country embarked
on large-scale, transformational
iInfrastructure programmes

in order to meet the rising
demand in urban centres and

the associated utilities and
Infrastructure needed for such
expansion. The momentum
created by these reforms, in
conjunction with demand-side
pressures, will continue to drive
the appetite for and viability

of mega-projects across the
country. As such, despite a slight
slowdown in activity in 2020,
Egypt’s construction industry
outperformed regional peers. Fitch
estimates that by 2039 the sector
will account for some 30% of the
MENA construction market.

March 2022
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Robust project pipeline positions Egypt as a BUSINESS

regional leader in infrastructure construction

Top-5 countries in Africa by number of construction projects

Key upcoming projects in Egypt

No. of projects Value (S bn)
100 93.6 New coastal city to the west of Alexandria, to Egypt is the regional leader in
. be a regional centre for tourism, education the construction sector in Africa
and government ]
80 by both the number of projects
Investment: $28.5bn and their overall value. Eqypt
60 50.4 52.4 Egypt’s first nuclear plant, with Investment: LE1.5 bn 56% of . in th
40 40 an estimated life span of 60 Redevelopment and expansion represents 00 prOJECtS In the
40 years; to be completed by 2030 of main motorway connecting North Africa region by volume and
27 26 26 Cairo with Suez City . .
- 21.7 84% of their total value. Given the
7.4 robust project pipeline since 2020,

the sector has been one of the
key drivers of economic growth

EGYPT SOUTH AFRICA UGANDA NIGERIA KENYA

Regional projected growth in the construction sector, 2021-30F

during the Covid-19 pandemic and

SUB-SAHARAN AFRICA Aims to reclaim Egypt’s should continue to be past 2025,
MENA marginal or desert lands, . .
expanding the country’s total OUtpacmg manUfaCturmg’ the
ASIA PACIFIC (EMERGING) agricultural land by 20% extractive sector and the services
Laram [ industry. More widely, the MENA
EASTERN EUROPE region is projected to be the
NorTH AmERICA [ Investment: LE 380bn third-fastest-growing region for
WESTERN EUROPE Projected population of 7m 9200-sq-km area to be construction globally through to
when complete developed for mining .
ASIA PACIFIC (DEVELOPED) [ activities, estimated to 2030, largely driven by the boom
hold 75% of Eqypt’ )
GLOBAL BT in infrastructure development that
0 1 2 3 4 5 6 has been taking place in Eqypt.
CAGR (%) gp gyp

7 OBG Covid-19 Response Report Egypt Source: OBG; OECD; UN; GAFI; Oxford Economics; Deloitte March 2022




RESILIENCE

RESPONSE RECOVERY

REINVENTION

CASE STUDY: Ralil infrastructure in Cairo

Project: Cairo Metro Line 3 - Phase 4B

Project description

* Cairo Metro Line 3 Phase 4B is expected to transport 1.5m passengers
per day, stretch over 11 km and 10 stations, and have the
largest depot in the Middle East

 The project is the first integrated metro project in Egypt executed by
Egyptian contractors as the sole lead EPC contractors, and includes one of
Greater Cairo’s important intermodal stations

&2

Total investment: $6.2m Timeline: 34 months

Construction details

» A major challenge overcome by the Egyptian joint venture stemmed
from the line’s location along the median of one of Cairo’s main
motorways. To minimise disruption to the utilities and nearly halve
the amount of foundation concrete, the team built the viaduct on a
single row of 2-metre-diameter concrete columns up to 16 metres
tall. Each column was founded on a 2.4-metre diameter monopile.

* The project included a 65-feddan (27-hectare) workshop with 32
buildings - said to be the largest depot in the Middle East and Africa

 The fact that it is the first integrated metro project to be overseen
purely by Egyptian companies will positively affect the domestic
capability of the Egyptian construction industry and reduce
future reliance on foreign expertise

Project: Cairo Monorail Project - New Administrative Capital and 6th of October Lines

AR

Total Investment: $4.5bn

 The project will be completed
with safety as the top priority

Timeline:
* New Administrative Capital Monorail: 34 months

* 6 October City Monorail: 42 months

Partners: The Arab Contractors, Consortium of Alstom and
Orascom Construction Joint Venture

8 OBG Covid-19 Response Report

Construction details

» The mixed Egyptian and
international consortium aims
to ensure the highest standards
across the board during the
entirety of the project

Economic relevance

» The advanced technology and
high-spec safety features will
dramatically improve the quality
of life for millions of residents by
significantly reducing their daily
commuting time, cutting pollution,
and reducing traffic congestion

Egypt Source: The Arab Contractors

OXFORD
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Partners: The Arab Contractors and Orascom Construction Joint Venture

Economic relevance

 The two lines will be able to
transport 45,000 people per hour
in each direction at maximum
capacity. Significant economic
benefit for all areas along the
route, as well as the rest of Cairo by
increasing urban interconnectivity

Meeting the substantial demographic and economic transport
demands along the routes catchment area

Reduction of the traffic density of the other means of transport
with a rate equivalent to 2m daily trips

Linking the east and west of Cairo, since Line 3 is the first
transversal line. Existing Lines 1 and 2 link the north and south of
Cairo.

Interchange with Lines 1 and 2 in Attaba, Gamal Abdel Nasser
and Cairo University stations, each a key nexus within Cairo’s
metropolitan area

An estimated annual added value of LE2.7bn for the wider
economy

March 2022
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New cities and mega-projects, in combination with
sustainability, characterise Egypt’s urbanisation agenda

[ Sustainable Urbanisation ]
( - ( 37 smart cities being built or in ( -
Fourth-generation cities ; d Sustainable Partnerships
planning stages
« . s n o1 A 4 A
Total spending on the 4G cities in Upper Egypt New Adn.nnlstratlve Capital: The first phase of In 2021 Egypt and the European Bank for
amounted to between 2014 and 2021 construction work has been under way for five years. Reconstruction and Development (EBRD) signed
Once the three phases are completed, the fully an MoU to boost green infrastructure and
developed new capital will accommodate almost 7m sustainability across Egypt’s cities
people across 70,000 ha (approx. size of Singapore) \_ Y.
a ) > < r N
Breakdown: | | | New Al Alamein City: New development west of 6th of October City joined Cairo and Alexandria as a
. to ?stabllsh 24,798 hpusmg units Alexandria to house up to 2m people member of the EBRD’s flagship urban sustainability
. to implement 68 projects in the > < programme, EBRD Green Cities
services sector Qantara and New Ismailia will be together house > <
° in the facilities sector  more than 350,000 residents ) In Cairo, the EBRD seeks to support rehabilitation
° to develop roads - : ~ and upgrade of the metro’s Line 2
\_ Y New Aswan City: Spans more than 22,000 feddans \_ Y
and is expected to provide social housing for over ( _ o . . R
850,000 people. First phase launched December 2021. In Alexan.drla., the eX|st.|ng.metro line connecting
- ~ > < Alexandria with Abu Qir will be upgraded and
Goals: Alleviate congestion in existing urban areas, Badr City: The largest medical city in the Middle flectriﬁed )
build advanced and eco-friendly infrastructure, East, with $1.2bn in investment planned in three - ~
enhance green spaces for citizens medical institutes, 2000 beds, a landing strip for flying The EBRD has invested in 127 projects in
b ~ ambulances and a teaching hospital. ) Egypt since 2012
\_

190m /J' LE165bn 210,000 units
projected population by 2052 I]I]Eg in investment under the One Million Housing Initiative, which completed in FY 2022/23
0 will see 765,000 housing units built between 2020 and 2023

OBG Covid-19 Response Report Egypt Source: EBRD; MHUUC; CAPMAS; Zawya; The Africa Report
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Egypt’s Vision 2030 embraces a
sustainable development strateqgy
that has shaped the strategic
planning of its new cities being built
across the country. Sustainable
partnerships with the EBRD and
other international bodies have
helped secure additional funding
to increase the sustainability and
resilience of critical transport
networks and urban infrastructure.
The fourth generation of new
urban cities seek to introduce new
technologies, green solutions to
enhance living areas and alleviate
congestion and pollution. Meeting
real estate development targets
will be key to ensuring access

to affordable housing and the
successful integration of Egyptians
into these new urban centres.

March 2022
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Utilities infrastructure as both a driver and a
consequence of demographic and economic growth

Public investment by sector, 2022 (LE bn) L . .
Global Competitive Index: Water infrastructure rankings

B Commodity sectors* 21 405
21 2017 2019
Health care 56
27 ——,
B Transport** Bahrain [36] - » [41](-5) Bahrain
Railways — 475
atar [37 44](+0) UAE
. Education 245 — Q [37] [44](+0)
Bl Water Kuwait [39] [45](+11) KSA
Water resources & irrigation 47.5
B other UAE [44] [47] Qatar
*incl. agriculture, industry, energy & construction Oman [48] [5 3] Kuwait
**roads, bridges & ports
KSA[56] [61] Oman

Demographic factors & economic activity are driving
demand for all utilities in Egypt

Morocco [59] [62](+6) Jordan

M Population growth /
" .\@, Water Jordan [68] [63](+8) Egypt
.g < '¢ N\ Industrial expansion
g —) Electricity Tunisia [70] [67] Morocco
é % Agriculture » Gas _
9 Eqypt[71] [70](+7) Algeria
E‘ —) Sewage /

Algeria [77] [74] Tunisia

Ebg Inefficient transmission systems

OBG Covid-19 Response Report Egypt %
Institute; Enterprise Press; UN; WEF, Reuters; IRENA
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Egypt is looking to address

the pressures on its utilities
Infrastructure by creating more
advanced and sustainable projects
with a broader view of progressing
towards the UN Sustainable
Development Goals. For instance,
through to 2027 Egypt expects

to more than quadruple its water
desalination capacity, most of
which will powered by solar energy,
helping the country to reduce

its overreliance on the Nile as a
water source. After a period of
iIntermittent electricity blackouts,
Egypt now has a power surplus. This
recent energy sovereignty will see
electricity exports to neighbouring
countries significantly increase

In the near term, providing an
additional source of foreign income.

Source: IFC; UNFCC; UNDP; Egypt’s Project Map; World Bank; Middle East March 2022
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Transport infrastructure development

has become a key policy priority

Egypt’s transport budget, FY 2021 /22 (LE bn)

TRANSPORT
BUDGET*

NEW RAIL
PROJECTS**

RAILWAYS***

0 50 100 150 200 250

“incl. roads, bridges & river ports, & all National Authority for Tunnels projects
*incl. high-speed electric rail, monorail & Cairo Metro

**k%k

separate from transport budget & incl. traditional main rail lines

Megaprojects by sector, FY 2020/21
3%

|

Housing 39

. Transport 59,

Manufacturing

— 32%

14% ——
Education
& training

Energy

. Health

Tourism
& culture

16% ———

27%

11 OBG Covid-19 Response Report Egypt

Government investment in green projects by sector, FY 2020/21

4.1%
Transport l

2%
6.4%
Electricity &

0
renewables 9%

Housing & utilities

49.9%

Local development

28.6%

Global Competitive Index: Transport infrastructure rankings
2017 2019
[8] (+4) UAE

UAE [12] . [18] (+6) Oman
Oman [24] [19] (+14) Qatar
Israel [25] / [26] (-1) Israel
Qatar [33] [34] KSA

KSA [34] [35] (+4) Bahrain

Bahrain [39]  —‘ [41] (+11) Morocco
Morocco [52] ’ * [44] (+12) Eqypt
Egypt [56] — [56] (+4) Malta

Malta [60] “— [70] (+15) Lebanon
Kuwait [67] [79] Kuwait
Jordan [75] [80] Jordan

lran [76] [82] Iran
Lebanon [85] [94] Algeria
Tunisia [92] [101] Tunisia
Algeria [93]
Yemen [133] [141] Yemen

Source: MPED; UNDP; Enterprise Press; World Bank
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Almost 30% of combined public
investment in FY 2021/22 will

be directed towards transport
Infrastructure. The government is
implementing its National Roads
Project, which will add 7000 km
to the national network, but the
most substantial and sustainable
investments are in railways, metro,
monorail and high-speed electrical
rail. Together, these projects will
InCcrease passenger capacity by
more than 650m per year. Egypt
also aims to convert 400,000 cars
to operate on natural gas within
three years, as these vehicles
produce 20-30% less greenhouse
gases than conventional vehicles.
Looking ahead, electric vehicle
iInfrastructure will be needed,
particularly in urban centres.

March 2022
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CASE STUDY: Julius Nyerere Hydropower Plant BUSINESS
and Dam, Tanzania

GROUP

Project description

* Tanzania’s largest hydroelectric project, with the dam’s length totalling 1025 metres and its height
reaching 131 metres

¢ Total planned hydropower capacity is set to be 2115 MW

* Project implementation involves the Ministry of Housing, Utilities and Urban Communities, with the
support of the Egyptian Cabinet

Construction details

* Initial work was set back due to heavy flooding at the project site, sinking some equipment and leading
to a work stoppage at the river diversion tunnel

* Logistical and operational challenges have arisen, given that the project is taking place in remote
locations, with the dense nature of the forest being a particular issue

* Consortium began installing the first turbine for the project in August 2021 as part of a series of nine
turbines, each with a capacity of 235 MW

Economic relevance

II@ Total investment: 52.9bn  The dam is set to become a symbol of cooperation between Egypt and Tanzania, with important
©00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 geopolitical beneﬁts to be gained from Egypt Sharing itS COnStrUCtion knOWIedge and expel'tise
2222|  Timeline: 42 months, including 6-month mobilisation * Broader cooperation, the sharing of expertise and technical assistance will enhance Tanzania’s

building capabilities, with training courses to be provided

* Project emphasises the importance of multilateral collaboration on water resource utilisation at a
time when challenges regarding water distribution in Eastern Africa remain

@ Partners: The Arab Contractors & Elsewedy Electric |V
N J

OBG Covid-19 Response Report Eqypt Source: The Arab Contractors March 2022
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Future trends in construction materials,

technologies and methods

Supply chain management
personnel create systems
that pull rather than push
materials through the
process

Eliminate DOWNTIME:
Defects, Overproduction,
Waiting, Non-Utilised
Talent/Resources, Transport
Inventory Excess, Motion

Excess, Extra Processing

Lean construction
methods adapted from
lean manufacturing lead
to savings in effort, time,
money and supplies

Fixing precise pain points
instead of introducing
broad new IT programmes
and software with low
uptake

—

 E—

Benefits of

Just-in-Time =

Transformation for the

13 OBG Covid-19 Response Report

———
Construction Sector 9 Oo/o of the world’s

infrastructure projects run
overbudget and overschedule

Future Outlook:
Augmented reality
headsets supported
by 5G can help crews
visualise elements at the
construction site

Ability to optimise
Building Information
Modelling (BIM)
performance

Smart hardhats and
body sensors can help
track the location
and condition of
construction teams

Egypt is cooperating with
global companies to upgrade
the cloud core network and
roll out 5G. When harnessed
by the construction industry,

this will allow data to be shared
in real time between actors in

various locations and areas of a

construction project

Intelligent devices can
alert of hazardous areas
(extreme heat, lack of
oxygen, radiation, etc)

Increased
Construction
[; Collaboration =

Source: McKinsey; CPSGRP; The Economist; Citictel
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Globally, the construction sector
has lagged behind in the adoption
of new technologies compared to
other industries. In Egypt, however,
the country’s main construction
companies have begun to embrace
lean methods such as just-in-

time construction, ensuring

that all materials arrive on site

to enable immediate use. These
transformations have the potential
to increase efficiency in projects
and reduce waste significantly. The
local market is eager to address
pain points across the construction
process by digitalising core
practices. As a result, the country’s
construction leaders have continued
to streamline new technologies
Into core practices, boosting their
competitiveness in regional markets.

March 2022



Sayed Farouk,

Chairman and CEO, The Arab Contractors
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Egyptian companies that have
the resources and experience
needed for the local market
are in a position to offer their
services at a competitive price
compared to international firms

)

OBG Covid-19 Response Report

FAROUK: The Arab Contractors’ position as one of the oldest companies in the
engineering, procurement and construction segment - as well as its diversified
portfolio of construction and infrastructure works — has helped it remain
resilient in the face of unexpected challenges such as the Covid-19 pandemic.
In addition to servicing projects at home - including single structures, heavy
construction and shipbuilding — The Arab Contractors operates across the
MENA region and throughout the African continent.

The firm’s involvement in mega-projects that have been prioritised by the
government as key to future economic growth has also helped it weather the
pandemic-related economic downturn. For example, we were involved in the
construction of Port Said tunnels crossing the Suez Canal, as well as the new
Parliament building in the New Administrative Capital. We are also partnering
with international companies in order to strengthen Cairo’s public transport
system, including Line 3 and Line 4 of the Cairo Metro.

FAROUK: A series of mega-projects has helped us add value to our operations in
recent years, and we have worked to ensure projects are completed in a timely
manner. In order to achieve an accelerated timeline while ensuring projects were
completed in line with international standards, we have invested in technology,
human resources and high-quality inputs. We have also focused on bolstering
ties with clients and consultants, which has required sustained financing. It

is no surprise that the Covid-19 pandemic negatively affected many of the

OXFORD
BUSINESS
GROUP

opportunities that would have normally been present in Eqypt. The low price
environment in some markets after the initial outbreak of the virus affected
some tenders and the pipeline of projects. However, it has also led to new
opportunities: the halting of projects in certain countries gave us the chance
to acquire some of the resources - such as equipment - that were available in
those markets and would have otherwise stood idle.

FAROUK: Egyptian companies that have the resources and experience needed
for the local market are in a position to offer their services at a competitive
price compared to international firms. Indeed, we can compete because foreign
companies that drive down their prices often put healthy profit margins at

risk. While this has largely been the case, foreign companies with experience

In mega-projects have posed a challenge in recent years. Certain countries

are also investing strongly in their domestic construction sectors, and this has
highlighted the influence these countries can have on material prices due to the
extent of their operations both at home and abroad.

FAROUK: It is important that companies in the construction sector take a
forward-looking view when planning for both individual projects and longer-
term growth plans. For risks such as raw material inflation, contracts that
include fair pricing adjustments can enable large-scale projects to be completed
both on time and on budget. If the risk of inflation of key materials is calculated
into the contract, it is possible to adjust prices should they increase. However,
there remains the risk of losing money as these clauses are not automatic.

March 2022




6 Key Takeaways SEERs
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Egypt entered the pandemic on a stable The Egyptian construction sector was The construction industry will continue to
economic footing, driven by its strong permitted to continue essential work during benefit from the strength of the broader
macroeconomic fundamentals - particularly its the early months of the Covid-19 pandemic, Egyptian economy, with a robust post-
continual demographic growth, in combination meaning that although activity slowed, the pandemic recovery driving growth - and
with lower fiscal spending following broad- sector was still able to make progress on therefore construction activity — across
based IMF-backed economic reforms. key infrastructure projects. multiple sectors of the economy.

Utilities infrastructure is benefitting from As with utilities, population growth has The new construction methods and
significant investment, particularly to increase increased the need for more comprehensive technologies being adopted by companies in
the availability of water resources in growing transport infrastructure in the country, which the sector will drive down costs and increase
urban areas. In tandem with this, electricity will see a pivot away from roads in the near efficiency across all segments of the
capacity has expanded substantially, helping term in favour of a heightened focus on construction sector in Eqypt, thereby helping
to bolster Egypt’s energy sovereignty. high-speed electric rail projects. domestic firms remain competitive.

OBG Covid-19 Response Report Egypt % March 2022
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