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WORLD

Import-facilitating measures cover $739bn of trade
merchandise

The World Trade Organization indicated that WTO members and
observers have put in place 165 new trade-restrictive measures
between mid-October 2019 and mid-May 2020, compared to 102
restrictive measures between mid-October 2018 and mid-October
2019. It added that 109 of these measures were coronavirus-re-
lated, while 56 were unrelated to the virus. The distribution of the
trade-restrictive measures that are unrelated to the virus shows
that import-related restrictions accounted for 82.1% of total meas-
ures, while export-related restrictions represented 16.1% of the
total. In parallel, the WTO said that its members and observers
imposed 198 trade-facilitating measures in the covered period,
compared to 120 new measures between mid-October 2018 and
mid-October 2019. It added that 147 measures were related to the
coronavirus, while 51 were unrelated to the pandemic. The distri-
bution of the trade-liberalizing measures that are unrelated to the
virus shows that 94% were import-related trade-facilitating pro-
cedures, while export-related measures represented 4% of the
total. Import-restrictive measures that are unrelated to coronavirus
covered an estimated $423.1bn of trade merchandise, which is
equivalent to 2.2% of world merchandise imports, while import-
facilitating measures that are unrelated to COVID-19 covered
$739.4bn of global trade and accounted for 3.8% of world mer-
chandise imports. Further, the WTO noted that the measures that
members introduced in the early stages of the pandemic were
mainly export-restrictive. However, it said that 57% of all pan-
demic-related measures were trade facilitating as at mid-May
2020, and that the WTO members and observers cancelled about
28% of all virus-related trade restrictions by mid-May.

Source: World Trade Organization

Private equity fundraising down 23% to $116bn in
second quarter of 2020

Research provider Preqin indicated that 225 private equity (PE)
funds raised a total of $115.7bn in capital commitments world-
wide in the second quarter of 2020, the lowest amount since the
first quarter of 2018. In comparison, 327 PE funds secured
$143.3bn in the first quarter of 2020 and 425 PE funds raised
$149.7bn in the second quarter of 2019. Preqin noted that PE
fundraising significantly slowed down in the second quarter, as
the full effect of lockdown measures materialized. It added that
116 PE funds with a primary focus on North America secured
$60.6bn in the second quarter of 2020, followed by 45 European-
focused funds ($36.5bn), and 42 Asian-focused funds ($16.5bn).
In parallel, it said that there were 888 PE-backed buyout deals in
the covered quarter for a total of $61.3bn relative to 1,321 deals
($95bn) in the first quarter of 2020 and to 1,567 deals ($114.7bn)
in the second quarter of 2019. Asia accounted for 43.4% of the
total number of closed deals in the covered quarter, followed by
North America (40.8%), and Europe (11.1%). Further, there were
3,280 venture capital deals in the second quarter of 2020 for an
aggregate amount of $60.1bn, up from 3,099 deals worth $52bn
in the first quarter of 2020, but down from 4,118 deals that totaled
$56.9bn in the second quarter of 2019.

Source: Pregin

EMERGING MARKETS

Tradable domestic and external debt up 11% to $29
trillion at end-2019

Bank of America indicated that the tradable domestic and external
debt of governments and corporates in emerging markets (EMs)
reached $29.1 trillion (tn) at the end of 2019, constituting an in-
crease of 10.8% from $26.3tn at the end of 2018 and compared to
$10.1tn at the end of 2009. It noted that the debt of EM govern-
ments and corporates accounted for 22.1% of global tradable debt
at the end of 2019, up from a share of 12.5% at the end of 2012.
Also, it pointed out that the domestic debt of EM governments
and corporates increased by 11% from the end of 2018 to $24.8tn
at end-2019, and represented 85% of tradable EM debt; while their
external debt grew by 10% to $4.3tn, or 15% of the total. Further,
it said that the tradable debt of EM corporates reached $15.6tn at
the end 0f 2019, up by 11% from a year earlier, and accounted for
53.7% of total tradable EM debt, while the debt of EM govern-
ments rose by 10.4% to $13.5tn, or 46.3% of the total. It indicated
that the distribution of EM corporate debt shows that the tradable
debt of financial institutions reached $9.3tn at the end of 2019, or
60% of total corporate debt, while the debt of other corporates
was at $6.4tn, or 40% of the total. On a regional basis, it pointed
out that the tradable debt of Asian governments and corporates
represented 74% of total EM tradable debt at the end 0f 2019, fol-
lowed by Latin America (15%), the Middle East & Africa (6%),
and Emerging Europe (5%). In addition, the tradable debt of the
Chinese government and corporates accounted for 52% of EM
tradable debt at the end of 2019.

Source: Bank of America

MENA

Healthcare startups raise $21m in funding in 2019

The online platform MAGNITT indicated that a record-high of 31
healthcare startups based in the Middle East & North Africa
(MENA) region raised $21m in funding in 2019, compared to 27
MENA-based healthcare startups that raised about the same
amount in 2018. It said that healthcare startups accounted for 6%
of the number of MENA-based startups that raised capital in 2019.
It also noted that healthcare startups represented 3% of the total
amount that MENA startups raised last year. It added that 472
healthcare startups were active in the MENA region as at the end
0f2019. In parallel, early stage funding accounted for 84% of total
funds raised by MENA-based healthcare startups in 2019 com-
pared to a share of 93% in 2018, while 'Series A' funding repre-
sented 13% of the total and 'Series B' funding took the balance of
3%. Further, there were 38 institutions that invested in MENA-
based healthcare startups in 2019 compared to 12 investors in
2015, of which 89% were regional investors and the remaining
11% were international institutions. Flat6Labs, a startup acceler-
ator program and a seed investment company in the MENA re-
gion, was the most active investor in the healthcare sector in 2019
with eight deals.

Source: MAGNITT



OUTLOOK

WORLD

Lower remittance inflows to weigh on growth and
external positions of recipient countries

Moody's Investors Service anticipated that the global economic
downturn as a result of the COVID-19 outbreak will weigh on
remittance inflows to low- and middle-income countries, which
the World Bank projected to decline by nearly 20% to $110bn in
2020. It pointed out that remittance inflows originate mostly from
members of the Group of 20 economies and from Gulf Coopera-
tion Council (GCC) countries. It noted that the G-20 and GCC
economies are experiencing a severe contraction in economic ac-
tivity from the coronavirus pandemic and/or from the collapse in
global oil prices, which resulted in job losses, particularly among
migrant workers, and affected remittance outflows from these
countries. Further, it anticipated that remittance inflows will par-
tially pick up in 2021, but it said that they will remain below pre-
coronavirus levels as it expected the global labor markets to
recover slowly.

In parallel, the agency anticipated that the decline in remittance
inflows to low- and middle-income economies in 2020 will ex-
acerbate the economic slowdown and external vulnerabilities in
these countries. It noted that the expected drop in remittances in
2020 will amplify the growth shock of the virus for economies
that significantly rely on remittances to finance consumption. As
a result, it anticipated that the 20% decline in remittance inflows
will reduce GDP by between 1% to 7% in 2020 in such countries.
Further, it indicated that remittance inflows make up a significant
share of current account receipts of most low- and middle-income
sovereigns. As such, it forecast that the 20% fall in remittance in-
flows this year will result in an average drop of three percentage
points of GDP in the current account balance of remittance-de-
pendent economies. But it noted that most remittance-reliant
countries are also net oil importers, and expected lower oil prices
to partly mitigate the impact of lower remittances on their exter-
nal balance. As such, it forecast the median current account deficit
of these countries at 5% of GDP in 2020.

Source: Moody's Investors Service

EMERGING MARKETS

Quantitative easing to protect against deflation and
stagnation risks

French corporate and investment bank Natixis anticipated the
risks of deflation and stagnation in emerging markets (EMs) to
be more significant than inflationary risks, amid the sharp decline
in commodity prices and the collapse in remittance inflows and
tourism activity. It added that EMs are facing unprecedented chal-
lenges that originate not only from the pandemic-induced eco-
nomic sudden stop, but also from typical EM exposures, such as
shocks to capital inflows and to trade, as well as from their lim-
ited ability to borrow. It considered that financing from the Inter-
national Monetary Fund might not be sufficient to cover the
funding gap, as several EMs could face sizeable financial needs.

It considered that EMs with a flexible exchange rate regime, well-
anchored inflation expectations, and with the ability to issue local
currency sovereign debt, should pursue quantitative easing (QE)
operations more aggressively in order to ease financial conditions
and provide financing for their fiscal deficits. It said that QE pro-

COUNTRY RISK WEEKLY BULLETIN

grams can support spending on healthcare and welfare services
that are necessary to mitigate the COVID-19 crisis, and protect
against deflation and stagnation risks. It added that fiscal expan-
sions that are financed through QE will not be inflationary, as
long as economies are functioning below their potential. Further,
it pointed out that the central banks' government bond purchases
programs can restore liquidity in the local bond markets and re-
duce the cost of borrowing. It considered that this is particularly
relevant to economies where foreign investors hold a significant
share of the local currency sovereign debt, as risk-off episodes
can trigger fire sales of local bonds and put pressure on govern-
ment bond yields and exchange rates. Still, it said that QE can
pose risks to the exchange rate and inflation, and that not all EM
economies are well positioned for QE, especially poorly-diver-
sified and import-dependent economies.

Source: Natixis

GCC

Challenging outlook reinforces need for reforms
Citi Research expected Gulf Cooperation Council (GCC) coun-
tries to face significant challenges from the coronavirus pandemic
and the collapse in global oil prices. It pointed out that, despite
the swift and strong response of GCC policymakers, the region
has entered this crisis with less favorable external and fiscal po-
sitions than it did in the run up to the global financial crisis of
2008. It anticipated economic activity in GCC economies to con-
tract by an average of 4.5% in 2020, relative to an expected
growth rate of 2.3% prior to the pandemic. It considered that
major disruptions to the tourism sector, which has been a key
component of the diversification efforts of GCC governments,
will magnify the adverse impact of the dual shocks. It forecast
the aggregate fiscal deficit of GCC economies to widen from
4.6% of GDP in 2019 to 13.5% of GDP in 2020 due to the con-
traction in activity and to the decline in hydrocarbon-export re-
ceipts. It indicated that Saudi Arabia, the UAE, Kuwait and Qatar
are in a better position to absorb large deficits than Bahrain and
Oman, due to their elevated public foreign assets. In addition, it
anticipated the GCC countries' aggregate current account balance
to shift from a surplus of $68bn in 2019 to a deficit of about
$40bn in 2020, due to lower oil export receipts.

Citi expected the outlook for GCC economies to continue to be
challenging in 2021, even though it projected economic activity
to grow by 3.6% in the coming year. It projected oil prices to re-
main below the fiscal breakeven oil prices for the six GCC coun-
tries, and for the global environment to be challenging. It
considered that the two factors reinforce the importance of re-
forms to diversify the economies and ensure the debt sustainabil-
ity of GCC countries. In addition, it reiterated the need for fiscal
discipline in order to support the credibility of the exchange rate
pegs in the region. It anticipated the pegs to be sustained through-
out the current crisis, due to the commitment of core GCC coun-
tries to the current exchange rate regime, as well as to their
expected financial support to more vulnerable GCC economies,
mainly Bahrain and Oman, in case of need. However, it consid-
ered that the sustainability of the current exchange rate regime
will depend on the progress on reforms to diversify the
economies, on the nationalization of the local labor markets, as
well as on the development of the financial markets.

Source: Citi Research

July 29, 2020



ECONOMY & TRADE

EMERGING MARKETS

IMF facilities provide governments with time to set
policy response

Moody's Investors Service indicated that the coronavirus pan-
demic prompted many sovereigns to seek financing from the In-
ternational Monetary Fund, which usually supports sovereign
creditworthiness by easing liquidity pressures and by partly clos-
ing the fiscal and external financing gaps. It pointed out that the
IMF's Rapid Financing Instrument (RFI), Rapid Credit Facility
(RCF), and Flexible Credit Line (FCL) are designed to provide
financial support to manage short-term liquidity pressures that
are not driven by fundamental macroeconomic imbalances. It
added that, since March 23 of this year, 77 sovereigns have re-
ceived financing from the IMF, with 63 sovereigns accessing the
RFI and/or the RCF. It considered that the IMF facilities are not
intended to resolve the crisis facing beneficiary countries, but aim
to provide them with additional time to adjust to the prevailing
shocks through homegrown policy measures. It added that the
RFT and the RCF could ease liquidity pressures in the short term,
but that the negative credit pressures from the pandemic and/or
from pre-existing weaknesses will persist. In parallel, it did not
expect negative credit pressures on recipient countries of FCLs,
as the amount of IMF funding is larger than under the RFI and
RCEF, and is associated with conditionality for recipient countries.
It added that FCLs help beneficiary countries access market fi-
nancing, given that the provisions of FCLs reflect the IMF's pos-
itive view of the recipient's economic policies and fundamentals.

Source: Moodi’s Investors Service

Current economic crisis to trigger large departures
of expatriate workers

BNP Paribas anticipated that the economic recession, wide fiscal
deficits and nationalization programs of the local labor markets
in Gulf Cooperation Council (GCC) countries will lead to signif-
icant departures of expatriate workers, particularly from the pub-
lic sector. It projected activity in the non-oil sector to contract by
3.4% this year, while it expected the region's aggregate fiscal
deficit to reach a record high of 12.7% of GDP in 2020, amid the
outbreak of the coronavirus and the drop in global oil prices. It
indicated that the construction and tourism sectors, which employ
a large number of expatriate workers, along with the oil sector,
will be the most affected industries. Further, it noted that GCC
countries, particularly those that are dealing with recurrent fiscal
deficits and significant pressures on their labor market, have been
introducing programs to encourage the employment of nationals
in the past few years. It noted that several GCC countries, includ-
ing Kuwait and Qatar, have already taken initiatives to either re-
duce the number of expatriates in the public sector or lower their
wages. It estimated that more than one million expatriate workers
could leave Kuwait by the end of 2020, while it anticipated that
about 1.5 million expatriate workers could exit Saudi Arabia and
Dubai this year. Further, it indicated that the reduction in the num-
ber of expatriate workers will not only affect the least skilled
workers in the construction or services sectors, but also interme-
diate positions. It added that it is too early to predict if the depar-
ture of foreign workers will have a sustained and significant
impact on the employment of nationals in the GCC.

Source: BNP Paribas

COUNTRY RISK WEEKLY BULLETIN

EGYPT

Sovereign ratings affirmed, outlook 'stable’

Fitch Ratings affirmed at 'B+' Egypt's long-term foreign currency
Issuer Default Rating (IDR), with a 'stable' outlook on the rating.
It noted that the IDR and the outlook are supported by the au-
thorities' recent track-record of fiscal and economic reforms and
their commitment to accelerate the reform program, as well as
by the availability of fiscal and external financing amid the
COVID-19 pandemic. But it said that the rating is constrained
by the wide fiscal deficit, high public debt level, as well as by
weak governance. It projected real GDP growth to accelerate
from 2.5% in the fiscal year that ends in June 2021 to 5.5% in
FY2021/22, in case of a recovery in the tourism sector and of
stronger activity in the energy and manufacturing sectors. It also
forecast the fiscal deficit to widen from 8.8% of GDP in
FY2019/20 to 9.5% of GDP in FY2020/21, and anticipated the
public debt level to rise from 86% of GDP at end-June 2020 to
88% of GDP at end-June 2021. Further, it projected the current
account deficit to widen from 3.1% of GDP in 2019 to 5% of
GDP in 2020, but to narrow to an annual average of 3.6% of GDP
in the 2021-22 period in case tourism receipts and remittance in-
flows recover. Also, it pointed out that the foreign currency re-
serves of the Central Bank of Egypt (CBE) and the banking
sector's net foreign assets declined by a combined $18bn between
February and June 2020, despite net inflows of $8.6bn from Eu-
robond issuances and IMF disbursements. It partly attributed the
decrease to the CBE's exceptional foreign currency intervention
to limit the impact of portfolio outflows on the exchange rate.
Source: Fitch Ratings

ARMENIA

High growth potential and diverse economic driv-
ers support rating

In its periodic review of Armenia's sovereign ratings, Moody's
Investors Service indicated that the country's 'Ba3' issuer rating
reflects a rating of 'ba2' on its economic strength, a rating of 'baa3'
on the strength of institutions and governance metric, one of 'b1'
on the fiscal strength, and a rating of 'ba’ on the country's suscep-
tibility to event risk. It indicated that Armenia's 'ba2' economic
strength is supported by the country's high growth potential and
increasingly diverse drivers of economic activity, but it said that
the rating is constrained by the small size of the economy and
low income levels. Further, the agency considered that Armenia's
'baa3' rating on the strength of institutions and governance metric
takes into account the improved credibility and effectiveness of
the country's macroeconomic policies and institutions that cush-
ion the impact of economic shocks. It noted that the rating is also
underpinned by the implementation of structural reforms that aim
to strengthen the control of corruption and the rule of law. In ad-
dition, it said that the 'b1' rating on the fiscal strength reflects the
country's moderate debt level that is vulnerable to a sharp depre-
ciation of the local currency. In parallel, the agency indicated that
Armenia's rating of 'ba’ on the susceptibility to event risk is con-
strained by the "low probability" but "high impact" of an escala-
tion of tensions to full scale hostilities with Azerbaijan over the
disputed territory of Nagorno-Karabakh. Armenia's 'Ba3' rating
is three notches below investment grade.

Source: Moody's Investors Service
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BANKING

WORLD

Credit losses to reach $2.1 trillion in 2020-21 period
S&P Global Ratings considered that the COVID-19 pandemic
will have a significant and long-lasting impact on the asset quality
of banks worldwide. It projected 88 banking systems to post
credit losses of $1.3 trillion (tn) in 2020 as a result of the pan-
demic, compared to losses of $0.6tn in 2019, and forecast the
losses to moderate to $0.8tn in 2021. The agency defines credit
losses as charges on a bank's income statement that translates to
provisions or allowances for the expected losses on its balance
sheet, as well as any direct write-offs of loans. It projected credit
losses at banks in the Asia Pacific region at $1.3tn, or 59.4% of
the total, in the 2020-21 period, followed by losses at banks in
North America with $366bn (17.2%), in Western Europe with
$228bn (10.7%), in Central & Eastern Europe and Middle East
& Africa with $142bn (6.7%), and in Latin America with $131bn
(6.1%). It added that credit losses at Chinese banks will account
for over 75% the losses of banks in the Asia Pacific region in the
covered period. Also, S&P projected the credit losses of top 200
rated banks worldwide to absorb over 75% of their pre-provision
earnings in 2020, compared to 30% of earnings in 2019, which
shows the banks' limited capacity to absorb a further rise in losses.
It considered that the fiscal measures that authorities around the
world are implementing to cope with the economic and financial
fallouts of the pandemic are essential, but it noted that the pre-
mature withdrawal of such measures could deepen the global eco-
nomic contraction and weigh on the banks' asset quality.
Source: S&P Global Ratings

MENA

GCC countries to maintain pegged exchange rates
Fitch Ratings anticipated that Gulf Cooperation Council (GCC)
countries will maintain their pegged exchange rate regimes in the
medium term, despite double-digit fiscal and current account
deficits that originated from the collapse in global oil prices and
the outbreak of the COVID-19 pandemic. It indicated that the
sovereign net foreign assets of Kuwait, Qatar, Saudi Arabia, and
the UAE are sufficient to cover their entire broad money M3,
which means that the four countries will be able to maintain their
exchange rate arrangements even in case of a complete loss of
domestic confidence. In contrast, it noted that Bahrain has a
weaker reserve position that covered 17% of its money supply
M1 as at May 2020, but it expected other GCC countries to pro-
vide financial support for Bahrain in case of need. It added that
Oman's foreign currency reserves are sufficient to cover 36% of
its broad money supply M3, but it said that external support for
the country from GCC peers is uncertain. In parallel, Fitch antic-
ipated that Iraq's increasing reliance on foreign currency reserves
and monetary financing to meet its fiscal and external financing
needs could challenge the stability of the Iraqi dinar's peg. It pro-
jected Iraq's foreign currency reserves to cover 30% of broad
money M3 and four months of imports by 2021. Further, it said
that Jordan's adequate foreign currency reserves, which cover
80% of M1, as well as its access to external financing, will miti-
gate risks to the dinar, provided that the government implements
reforms. It indicated that Jordan is the only rated sovereign in the
MENA region other than Iraq and the GCC countries to have a

hard peg, after the de-facto devaluation of the Lebanese pound.
Source: Fitch Ratings
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QATAR

Challenging operating environment to weigh on
banks' asset quality

Fitch Ratings indicated that the challenging operating environ-
ment weighed on the asset quality of Qatari banks in 2019. It said
that the average impaired loans ratio stood at 2.3% at the end of
2019, nearly unchanged from end-2018. But it noted that this ratio
does not fully reflect the extent of the deterioration in asset qual-
ity, due to the banks' restructuring of their loan portfolios. It added
that Stage 2 loans, which include restructured loans, vary signif-
icantly across banks, and range from less than 10% of aggregate
loans to nearly 30% of loans at end-2019. It anticipated the banks'
asset quality to further deteriorate in 2020, as it did not expect all
borrowers to be able to weather the impact of the fallout from the
coronavirus pandemic. In parallel, the agency said that the aver-
age net interest margin was nearly stable in 2019, as increased
funding costs were mitigated by the higher pricing of loans. It an-
ticipated that lower interest rates, weaker non-interest income and
higher loan impairment charges will weigh on profitability in
2020. Also, it pointed out that the banks' elevated foreign funding
constitutes a risk to the Qatari banking sector, but it expected au-
thorities to provide support for banks in case of financial distress.
It added that the banks' liquidity is adequate and sufficient to meet
funding maturities. Further, Fitch indicated that the average Com-
mon Equity Tier One capital ratio stood at 14.5% at end-2019,
supported by sound internal capital generation. It anticipated that
a steeper-than-expected weakening in asset quality and profitabil-
ity metrics from a protracted period of economic disruptions
could put pressure on the banks' capital buffers.

Source: Fitch Ratings

KUWAIT

Ratings of four banks affirmed

Capital Intelligence Ratings (CI) aftirmed the long-term foreign
currency rating (FCR) of the National Bank of Kuwait (NBK) at
'AA-', the FCRs of Gulf Bank and the Commercial Bank of
Kuwait (CBK) at 'A+', and the FCR of Kuwait Finance House
(KFH) at'A". Also, it affirmed at 'a-' the Bank Standalone Rating
(BSR) of NBK and of Gulf Bank, at 'bbb+' the BSR of CBK and
at 'bbb' the BSR of KFH. It maintained the 'stable' outlook on the
FCRs and BSRs of Gulf Bank, CBK and KFH, while it revised
the outlook on NBK's FCR and BSR from 'stable' to 'negative'. It
indicated that the uplift of the banks' FCRs above their respective
BSRs takes into account the high likelihood of extraordinary sup-
port from the government in case of financial distress, due to the
banks' systemic importance, as well as the existence of a state
guarantee on all customer deposits at banks in Kuwait. In parallel,
it said that the outlook revision on the ratings of NBK reflects the
anticipated impact of the sharp deterioration in the bank's domes-
tic and international operating environments from the COVID-
19 outbreak and the collapse in global oil prices, which will weigh
on the bank's earnings and asset quality. It added that the BSR of
NBK is constrained by the latter's reliance on interbank funding,
as well as by elevated concentrations on both sides of the balance
sheet. Still, it said that the BSR of NBK is supported by the bank's
sound capitalization, current adequate asset quality and high cov-
erage ratios, as well as by its solid net profitability.

Source: Capital Intelligence Ratings
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Global oil demand to increase by less than one mil-
lion b/d through end-2020

ICE Brent crude oil front-month prices have been relatively stable
in July 2020, trading at between $42 per barrel (p/b) and $44 p/b.
Oil prices were mainly supported by OPEC's strong compliance
to the June production cut agreement, as well as by the announce-
ment of a stimulus package for European Union countries, a
weaker U.S. dollar, and a steeper-than-expected drop in U.S. oil
inventories. However, concerns about the outlook for global oil
demand amid rising coronavirus infections in the second half of
the month and, more recently, difficult negotiations among U.S.
lawmakers on a new stimulus package, exerted downside pressure
on prices. Goldman Sachs considered that uncertainties about oil
fundamentals rose significantly. It indicated that the recovery in
global oil demand is sharply slowing, with a daily increase in de-
mand of about 50,000 barrels per day (b/d) in the past three
weeks, constituting a decline of 60% from the daily rise in de-
mand in May and June. It attributed the slowdown in the recovery
of demand to the resurgence of the virus in the U.S., a marginal
rise in demand for jet fuel around the world, and challenges to the
normalization of economic activity in countries where the virus
has been contained. It expected oil demand to expand by less than
one million b/d monthly from August through December, com-
pared to a rise of 12.5 million b/d during the April to July period.
It considered that demand dynamics are a key factor in containing
oil prices at a maximum of $45 p/b in the remainder of the year.

Source: Goldman Sachs, Refinitiv, Byblos Research

Libya's oil and gas receipts down 65% to $3.6bn in
first half of 2020

Libya's oil and gas revenues totaled $3.6bn in the first half of
2020, constituting a decrease of 65% from $10.3bn in the same
period of 2019. The decline in hydrocarbon receipts was due to
lower global oil prices and to supply disruptions amid ongoing
blockades of several oil facilities. Oil and gas receipts amounted
to $45m in June 2020, down by 48.6% from $87.7m in May and
compared to $1.7bn in June 2019.

Source: National Oil Corporation, Byblos Research

Steel output down 6% in first half of 2020

Global steel production reached 873 million tons in the first half
0f 2020, constituting a decrease of 6% from 928.4 million tons in
the same period of 2019. Production in China totaled 499 million
tons and accounted for 57.2% of global output in the covered pe-
riod. India followed with 43 million tons (5%), then Japan with
42.2 million tons (4.8%), the U.S. with 36.2 million tons (4.1%),
Russia with 35.3 million tons (4%), and South Korea with 32.6
million tons (3.7%).

Source: World Steel Association, Byblos Research

Global hydroelectricity consumption up 1% in 2019
BP estimated global hydroelectricity consumption at 37.6 exa-
joules (EJ) in 2019, up by 0.8% from 37.3 EJ in 2018. Hydroelec-
tricity consumption in the Asia-Pacific region reached 15.9 EJ, or
42.2% of global demand for hydroelectricity last year, followed
by South & Central America with 6.4 EJ (16.9%), North America
with 6 EJ (16%), Europe with 5.6 EJ (15%), the Commonwealth
of Independent States with 2.2 EJ (5.9%), Africa with 1.18 EJ
(3.1%), and the Middle East with 0.3 EJ (0.8%).

Source: BP, Byblos Research
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Base Metals: Nickel prices to average $12,860 in
2020

The LME cash prices of nickel closed at $13,670 per ton on July
27, their second highest level since January 20 after the $13,671
a ton they reached on July 13. Prices have been gradually recov-
ering from a March low of $10,806 per ton, supported by ongoing
supply disruptions in South America, as well as by strong im-
provement in demand, particularly from China, and by stimulus
from central banks around the world. More recently, prices were
supported by improved market sentiment amid news about a po-
tential coronavirus vaccine, talks about a $1 trillion new stimulus
package in the U.S., and the weakening of the US dollar. In addi-
tion, prices jumped by 4.2% on July 23, after calls to increase the
supply of nickel for batteries of electric vehicles. But weaker de-
mand from the stainless steel market, the main driver of nickel
prices, is slowing the recovery. In fact, global demand for nickel
dropped by 8% in the first five months of 2020, mainly due to
lower consumption from the stainless steel sector. Also, the nickel
market posted a supply surplus of 57,300 tons in the first five
months of 2020, compared to a deficit of 31,500 tons in the same
period of 2019. Citi Research projected prices to average $12,860
per ton in 2020 and to underperform other metals in the medium
term, as delayed cuts in stainless and alloys production, and the
slow recovery of demand in sectors that use nickel in their end
products, will create multi-year supply surpluses in the market.
Source: INSG, Citi Research, Refinitiv

Precious Metals: Gold prices at all-time high of
$1,950 per ounce

Gold prices reached an all-time high of $1,950 per troy ounce on
July 28, 2020, constituting an increase of 9.3% from $1,784 an
ounce at the end of June 2020 and of 28.2% from $1,521 per
ounce at the end of 2019. The increase in the metal's price was
mainly due to record-high levels of inflows in gold exchange-
traded funds (ETFs), as investors diversified their portfolios amid
the low U.S. interest rate environment, expectations of a weak-
ening US dollar, global concerns of a second wave of COVID-
19 infections, and rising geopolitical uncertainties around the
world. Global net inflows to gold ETFs stood at $47bn in the year-
to-July 24, 2020 period, mainly due to demand for gold ETFs
from developed markets, especially from the United States. In
comparison, they reached $8.2bn in the first seven months of
2019 and $19.4bn in full year 2019. Gold prices are projected to
increase to $2,300 per ounce in next 12 months, largely on ex-
pectations of low U.S. interest rates, a weaker US dollar, rising
inflationary pressure in the U.S., heightened geopolitical risks,
and a recovery in global physical demand, mainly for jewelry.

Source: Goldman Sachs, Refinitiv, Byblos Research
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S&P  Moody's
Africa
Algeria - -
Angola CCC+ B3
Stable Stable
Egypt B B2
Stable Stable
Ethiopia B B2
Negative URD***
Ghana B B3
Negative Negative
Cote d'Ivoire - Ba3
- URD* k3k
Libya - -
Dem Rep CCC+ Caal
Congo Positive  Stable
Morocco BBB- Bal
Stable Stable
Nigeria B- B2
Stable  Negative
Sudan - -
Tunisia - B2
- URD* k3
Burkina Faso B -
Stable -
Rwanda B+ B2
Stable Stable
Middle East
Bahrain B+ B2
Stable Stable
Iran - -
Iraq B- Caal
Stable Stable
Jordan B+ Bl
Stable Stable
Kuwait AA- Aa2
Negative URD***
Lebanon SD C
Oman BB- Ba3
Negative Negative
Qatar AA- Aa3
Stable Stable
Saudi Arabia A- Al
Stable  Negative
Syria - -
UAE - Aa2
- Stable
Yemen - -

COUNTRY RISK METRI
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Fitch CI IHS
= - B+
= = Negative
B - CCC
Negative = Negative
B+ B+ B+
Stable Stable Stable
B B+
Negative = Negative
B - BB-
Stable = Stable
B+ - B+
Positive = Stable
- - CCC
- = Negative
- - CCC
= - Stable
BBB- - BBB
Stable = Stable
B - B-
Negative = Negative
- - CC
= = Negative
B - BB-
Stable = Negative
= - B+
= = Stable
B+ - B+
Stable = Stable
BB- BB- BB-
Stable  Negative Negative
- B B-
= Negative Negative
B- - CC+
Negative - Stable
BB- B+ BB+
Negative Stable  Stable
AA AA- AA-
Stable Stable  Stable
C SD CCC
- - Negative
BB BBB- BBB-
Negative Negative Negative
AA- AA- A+
Stable Stable Negative
A A+ A+
Stable Stable  Stable
- - ©
= - Stable
- AA- AA-
= Stable  Stable
- - cC
= = Stable
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balance/ GDP (%)

General gvt.

-11.7

Gross Public debt
(% of GDP)

36.9*

88.1

92.6

61.1
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65.2*

28.4

163.2
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40.7

100.2

30.0

50.2

94.8

17.8

157.8
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23.7

19.2

54.7

External debt /
GDP (%)

2.2

45.7%*

37.1
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35.9%*

12.9%*

332

8.8%*

161.2

83.1

23.8%*

40.1#*

189.9
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32.1

72.1
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191.3
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Rem. Mat./ CARs

Short-Term

50.5

51.8

27.2

38.9

4.4

30.6

67.6

21

13.2

201.7

3.7

63.6

32.8

136.8

44.9

60.9

8.0

Gvt. Interest Exp./

Rev. (%)

26.7

45

3.6

31.9

7.4

22.8

4.6

5.1

223

2.2

9.4

0.55

50.1

4.5

3.4

1.2

Gross Ext. Fin.
needs / (CAR +
Use. Res.) (%)

102.2

115.4

146.2

121.8

104.1

93

104.2

145.4

102.8

327.6

100.9

151.0

87.9

136.2

140.3

173.9

36.9

Current Account
Balance / GDP (%)

2.1

-11.5

-11.2

-8.2

7.4

-28.2

-8.7

4.6

35

59

0.7

Net FDI / GDP (%)

2.8

2.1

0.7

2.8

2.9

0.4

1.0

4.5

-5.5

2.8

1.5

-1.0

0.3
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Asia
Armenia - Ba3
- Stable
China A+ Al
Stable Stable
India BBB- Baa3

Negative Negative
Kazakhstan BBB-  Baa3
Stable  Positive
Pakistan B- B3
Stable URD***

LT Foreign

COUNTRY RISK METRI

currency rating

Fitch

BB-

Negative

A+
Stable
BBB-
Stable
BBB
Stable
B-
Stable

Central & Eastern Europe

Bulgaria BBB  Baa2
Stable  Positive

Romania BBB- Baa3
Negative Negative

Russia BBB- Baa3
Stable Stable

Turkey B+ Bl
Stable  Negative
Ukraine B B3

Stable Stable

* Central Government

BBB
Positive

BBB-
Stable
BBB
Stable

BB-
Stable
B-
Stable

CI

B+
Stable

** External debt, official debt, debtor based
**%* Under Review for Downgrade
Source: International Monetary Fund; IHS Markit; S&P Global Ratings, Byblos Research - The above figures are estimates for 2018
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IHS

B-
Stable
A
Stable
BBB
Negative
BBB
Stable
CCC
Stable

BBB
Stable
BBB-
Negative
BBB-
Stable
B-
Stable
B-
Stable

balance/ GDP (%)

General gvt.

Gross Public debt
(% of GDP)

48.5

50.5

69.8

21.9

72.1

20.5

36.6

14.0

29.1

63.9

External debt /
GDP (%)

81.7

30.4
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40.0

39.5

25.7

50.1

26.0

25.8

17.2

84.3

59.3

Gvt. Interest Exp./

Rev. (%)

2.1

19.4

4.7

28.3

2.0

4.2

2.6

5.9

9.3

Gross Ext. Fin.
needs / (CAR +
Use. Res.) (%)

64.2

90.7

87.4

144.3

100.8

95.1

57.4

176.4

129.2

Current Account
Balance / GDP (%)

Net FDI / GDP (%)

0.8

1.6

1.5

0.87

1.9

24

-1.3

1.0

1.0



SELECTED POLICY RATES

Benchmark rate Current Last meeting Next meeting
(%) Date Action

USA Fed Funds Target Rate 0.00-0.25 10-Jun-20 No change 29-Jul-20
Eurozone Refi Rate 0.00 16-Jul-20 No change 10-Sep-20
UK Bank Rate 0.10 18-Jun-20 No change 06-Aug-20
Japan O/N Call Rate -0.10 15-Jul-20 No change 17-Sep-20
Australia Cash Rate 0.25 07-Jul-20 No change 04-Aug-20
New Zealand Cash Rate 0.25 24-Jun-20 No change 23-Sep-20
Switzerland SNB Policy Rate -0.75 18-Jun-20 No change 24-Sep-20
Canada Overnight rate 0.25 15-Jul-20 No change 09-Sep-20
Emerging Markets

China One-year Loan Prime Rate 3.85 20-Jul-20 No change 20-Aug-20
Hong Kong Base Rate 0.86 15-Mar-20 Cut 64bps N/A
Taiwan Discount Rate 1.125 18-Jun-20 No change N/A
South Korea Base Rate 0.50 16-Jul-20 No change 27-Aug-20
Malaysia O/N Policy Rate 1.75 07-Jul-20 Cut 25bps 10-Sep-20
Thailand 1D Repo 0.50 24-Jun-20 No change 05-Aug-20
India Reverse repo Rate 4.00 22-May-20 Cut 40bps 06-Aug-20
UAE Repo Rate 1.50 16-Mar-20 No change N/A
Saudi Arabia Repo Rate 1.00 16-Mar-20 Cut 75bps N/A
Egypt Overnight Deposit 9.25 25-Jun-20 No change 13-Aug-20
Jordan CBJ Main Rate 2.50 16-Mar-20 Cut 100bps N/A
Turkey Repo Rate 8.25 23-Jul-20 No change 20-Aug-20
South Africa Repo Rate 3.50 23-Jul-20 Cut 25bps 17-Sep-20
Kenya Central Bank Rate 7.00 25-Jun-20 No change 29-Jul-20
Nigeria Monetary Policy Rate 12.50 20-Jul-20 No change 21-Sep-20
Ghana Prime Rate 14.50 27-Jul-20 No change 28-Sep-20
Angola Base Rate 15.50 28-Jul-20 No change 28-Sep-20
Mexico Target Rate 5.00 25-Jun-20 Cut 50bps 13-Aug-20
Brazil Selic Rate 2.25 17-Jun-20 Cut 75bps 05-Aug-20
Armenia Refi Rate 4.50 28-Jul-20 No change 15-Sep-20
Romania Policy Rate 1.75 29-May-20 Cut 25bps N/A
Bulgaria Base Interest 0.00 01-Jul-20 No change 03-Aug-20
Kazakhstan Repo Rate 9.00 20-Jul-20 Cut 50bps 07-Sep-20
Ukraine Discount Rate 6.00 23-Jul-20 No change 03-Sep-20
Russia Refi Rate 4.25 24-Jul-20 Cut 25bps 18-Sep-20
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