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Corporate bond issuance at $2.7 trillion in first
nine months of 2014

Standard & Poor's indicated that global corporate bond issuance
totaled $2.7 trillion in the first nine months of 2014, of which
$1.5 trillion or 56% were issued by financial institutions and
$1.2 trillion or 44% by non-financial firms. The amount includ-
ed $1.4 trillion in investment grade bonds that accounted for
52% of total issuance, $386bn (15%) in speculative grade bonds
and $893bn (33%) in unrated bonds. Bond issuance in Europe
totaled $1.1 trillion in the first nine months of the year and rep-
resented 41% of global bond issues, followed by the U.S. with
$857bn (32%) and emerging markets with $440bn (16%).
Further, financial companies in Europe issued $728bn and rep-
resented 48% of global financial institutions' issuance, followed
by those in the U.S. with $349bn (23%) and those in emerging
markets with $231bn (15%). Issuance by non-financial firms in
the U.S. totaled $508bn and accounted for 42% of global corpo-
rate bond issuance, followed by those in Europe with $363bn
(30%) and in emerging markets with $209bn (17%). In parallel,
S&P estimated that about $9.5 trillion of rated corporate debt is
scheduled to mature between the second half of 2014 and the
end of 2019. A total of $704bn will mature in the second half of
2014, $1.8 trillion will be due in 2015, $1.9 trillion will mature
in both 2016 and 2017, $1.8 trillion is due in 2018, and $1.5 tril-
lion will mature in 2019.

Source: Standard & Poor's

MENA

Output losses from political turmoil and sanctions

at $717bn between 2011 and 2014

The Institute of International Finance estimated total output
losses from political turmoil and sanctions in the Middle East &
North Africa region at $716.8bn during the 2011-14 period. It
indicated that output losses in Iran amounted to $272.1bn and
accounted for 38% of total losses in the MENA region, followed
by Libya with $130.2bn (18.2%), Syria with $109.3bn (15.2%),
Egypt with $102.9bn (14.4%), Irag with $58.4bn (8.1%),
Lebanon with $17.1bn (2.4%), Tunisia with $15.7bn (2.2%) and
Jordan with $11.1bn (1.5%). It said that output losses in Libya
and Egypt reflect the Arab Spring and domestic instability,
those in Syria are due to the ongoing domestic conflict, losses in
Jordan and Lebanon reflect spillovers from the Syrian crisis,
and those in Tunisia are related to the Arab Spring. It added that
output losses in Iran result from the impact of Western sanctions
during the 2012-14 period, while those in Iraq are due to domes-
tic fighting and the rise of the Islamic State during the 2013-14
period. It pointed out that output losses in Syria were equivalent
to 42% of the country's cumulative GDP during the covered
period, followed by Libya with 37.1% of its cumulative GDP,
Iran with 14.3% of its GDP, Iraq with 11.9% of GDP, Egypt
and Lebanon with 8.9% of their respective GDP, Jordan with
7.9% of its GDP and Tunisia with 7.7% of its GDP.

Source: Institute of International Finance

Net private capital inflows to rise by 11% to

$95bn in 2014

The Institute of International Finance projected total net private
capital inflows to the Middle East & Africa region to rise from
$86bn in 2013 to $95bn in 2014 and $107bn in 2015. It attrib-
uted the increase in inflows to the ME&A region to arise in FDI
and capital flows to the UAE, and to the recovery in FDI in
Egypt and South Africa. It expected inflows to Egypt to reach
$9.2bn in 2015 compared to $4.9bn in 2013, reflecting an
improvement in investor sentiment and a recovery in economic
activity. It forecast private capital inflows to the UAE to rise
significantly, driven by the country's safe haven status, by
megaprojects related to the energy sector, by winning the rights
to host the World Expo 2020, and by improved economic
prospects. However, it noted that the aggregate flows to the
region would continue to be about 25% below their historic
peak in 2007, as commercial banking flows and FDI remain
modest. The IIF anticipated that net private capital flows to the
region would account for 8.2% of total net private inflows to
emerging markets in 2014 and for 9.2% of such flows in 2015,
compared to a share of 6.9% last year. It forecast net direct
investment to increase from $40bn in 2013 to $46bn in 2014 and
to $51bn in 2015. Also, it projected inflows at $14bn in 2014
and $16bn in 2015. Further, it forecast net commercial bank
lending to reach $18bn this year and $21bn in 2015. It estimat-
ed net non-bank private lending to remain unchanged in 2014
from $18bn in 2013 and to rise to $19bn in 2015. It also project-
ed net lending by official creditors at $8bn this year and next
year compared to $11bn last year.

Source: Institute of International Finance, Byblos Research

Capital markets equivalent to 105% of GDP in
2013

Figures released by the International Monetary Fund indicate
that the total size of capital markets in the Middle East & North
Africa (MENA) economies stood at $3,278bn at the end of
2013, with bank assets accounting for 58.8%, equities for 34%,
and debt securities for 7.2% of the total. The total size of capi-
tal markets in the MENA region was equivalent to 104.8% of
the region's GDP in 2013. The MENA region accounted for 6%
of total bonds, equities and bank assets in EM economies last
year, constituting the second lowest share after Sub-Saharan
Africa (SSA) at 2.6%. Further, bank assets in the MENA region
totaled $1,928bn and accounted for 6% of EM bank assets, rep-
resenting the second lowest share among emerging economies,
higher than only SSA at $580bn (1.8%). Also, the stock market
capitalization in MENA economies stood at $1,114bn and
accounted for 9.9% of EM market capitalization, higher than
only SSA at $609bn (5.4%). Further, debt securities in the
MENA region totaled $237bn and accounted for 2.1% of total
debt securities in EM economies, constituting the lowest share
across emerging markets. The MENA region accounted for
1.6% of global bank assets, 1.8% of global stock market capital-
ization, and 0.2% of fixed income markets in the world.
Source: International Monetary Fund, Byblos Research



OUTLOOK

EMEGING MARKETS

Economic growth at 4.4% in 2014, downside risks
on the rise

The International Monetary Fund reduced its projection for
growth in emerging markets and developing economies to 4.4%
in 2014 from a July forecast of 4.5%. It attributed the revision
to weaker-than-expected economic activity in some emerging
markets in the first half of 2014 and to the fact that challenges
facing emerging economies are related to structural factors that
are unlikely to be resolved over the near-term. It forecast real
GDP growth in emerging markets and developing economies at
5% in 2015 relative to a July forecast of 5.2%. It attributed the
higher forecast from 2014 to stronger domestic demand and to
a recovery in external demand associated with faster growth in
advanced economies.

The Fund revised upward its growth projections for Emerging
& Developing Asia to 6.5% from 6.4% for 2014, while it main-
tained its projection at 2.7% for Emerging & Developing
Europe. Also, it reduced its forecast to 5.1% from 5.5% for Sub-
Saharan Africa, revised downwards its forecast to 2.6% from
3.1% for the MENA region; lowered its projection to 1.3% from
2% for Latin America & the Caribbean; and reduced its growth
expectations to 0.8% from 0.9% for the Commonwealth of
Independent States.

In parallel, the IMF indicated that downside risks to the outlook
have increased. It said that the turmoil in the Middle East and
international sanctions on Russia have increased geopolitical
risks, which could result in higher global oil prices and declines
in asset prices. It noted that medium-term risks include a decline
in potential growth in emerging markets.

Source: International Monetary Fund

MENA

Divergence in economic performance to persist in

coming years

The Institute of International Finance projected real GDP
growth in the Middle East & North Africa at 2.8% in 2014 and
at 3.4% in 2015 relative to a growth rate of 2.7% in 2013. It
attributed the acceleration in economic activity to continued
solid non-hydrocarbon growth in GCC economies, the recovery
in oil production in Libya and improved prospects in oil-import-
ing economies. However, it pointed out that economic activity
varies significantly across MENA countries and expected the
divergence to persist in coming years. It noted that GCC
economies would continue to outperform due to political stabil-
ity, prudent economic policies and substantial financial
resources. It forecast real GDP growth in GCC countries at
4.4% in each of 2014 and 2015, while it expected output in oil-
importing economies to grow by 2.1% in 2014 and by 3.4% in
2015. It anticipated that real GDP in non-GCC oil exporters
would contract by 0.1% in 2014 following a 0.4% contraction in
2013, while it would expand by 1.4% in 2015. It considered that
achieving growth rates of 4% to 5% in the MENA region over
the medium-term is contingent on reducing geopolitical risks,
achieving political stability and the implementation of structur-
al reforms.
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The IIF anticipated that the consolidated fiscal surplus in GCC
economies would narrow from 9.8% of GDP in 2013 to 6.3% of
GDP in 2014 and 2.8% of GDP in 2015, reflecting slightly
lower oil receipts and higher expenditures. It forecast the aggre-
gate fiscal deficit in non-GCC oil exporters to widen from 2.4%
of GDP in 2013 to 5.4% of GDP in 2014 and 4.9% of GDP in
2015. It expected the fiscal deficit in oil-importing economies to
narrow from 10.7% of GDP in 2013 to 10.1% of GDP in 2014
and 8.7% of GDP in 2015. Also, it projected the consolidated
current account surplus in GCC economies at 17% of GDP in
2014 and 13% of GDP in 2015, while it expected it to reach
2.2% of GDP in 2014 and 1.2% of GDP in 2015 in non-GCC oil
exporters. It forecast the current account deficit in oil-importing
economies at 4.6% of GDP in 2014 and 5.5% of GDP in 2015.

In parallel, the IIF indicated that risks to the MENA region's
outlook are mostly to the downside. It said that the prevailing
security and geopolitical risks would negatively affect overall
activity. It pointed out that countries that are directly affected by
regional turmoil, especially Iraq and Syria and to a lesser extent
Jordan and Lebanon, would face substantial challenges in their
efforts to achieve moderate growth.

Source: Institute of International Finance

EGYPT

Investment program to lift growth to 5% yearly

Barclays Capital projected Egypt's real GDP growth at 3.7% in
fiscal year 2014/15 that ends in June 2015 compared to a growth
rate of 2.2% in FY2013/14, supported by the government's
investment recovery program. It said that authorities launched
several initiatives that include the $4bn Suez Canal Corridor
Development Project that aims to increase the Canal's annual
revenue from $5.1bn currently to $13.5bn. It pointed out that
other national investment projects are underway, including the
Golden Triangle development project in Upper Egypt and the
North West Coast Development plan, which aim to exploit the
country's natural resources and mineral wealth. It added that the
government would launch a public-private partnership program
to address the country's infrastructure needs, with expectations
to tender one project per month over the remainder of 2014 and
about six to seven projects in 2015. It anticipated that these
investments would accelerate the annual real GDP growth to
about 4% to 5% over the next three years. Further, it projected
the fiscal deficit to narrow from 11.7% of GDP in FY2013/14 to
11% of GDP in FY2014/15, reflecting the implementation of
fiscal reforms in July 2014. It noted that the Central Bank of
Egypt could increase policy rates in the fourth quarter of 2014
following the unexpected 100 basis points rise in June 2014.

In parallel, Barclays indicated that Egypt's external and fiscal
positions remain fragile, and anticipated that they will both
remain reliant on funding from Gulf countries in the short-term.
It forecast the current account deficit at 1.7% of GDP in
FY2014/15 compared to a deficit of 0.8% of GDP a year earli-
er. It added that GCC aid would help maintain the country's for-
eign currency reserves at almost their current levels and would
further reduce the stock of short-term external debt by the end
of 2014. It noted that authorities estimated the country's exter-
nal financing needs at about $12bn in 2015.

Source: Barclays Capital

October 9, 2014



ECONOMY & TRADE

JORDAN

Economy resilient despite regional turmoil

The International Monetary Fund projected Jordan's real GDP
growth to accelerate to 3.3% in 2014 from 2.8% in 2013, sup-
ported by the recovery in several sectors that include agriculture
and mining. It said that Jordan's economy has been resilient
despite regional instability, especially the ongoing conflict in
Syria and the resulting flow of refugees, the disruptions to gas
imports from Egypt, and the recent developments in Iraq and
Gaza. It forecast the inflation rate at around 3% at the end of
2014 compared to 3.3% at end-2013. It noted that the current
account deficit continues to narrow and expected it to be less
than 7.5% of GDP this year. It said that fiscal consolidation is
proceeding and the accumulation of foreign currency reserves is
better-than-expected. But it noted that the losses of the state-
owned National Electric Power Company (NEPCO) increased
due to the drop in gas supply from Egypt. It added that foreign
grants would finance the rise in NEPCO's losses. In parallel, the
Fund indicated that it is discussing with authorities a compre-
hensive set of policies for 2015 that would focus on narrowing
the fiscal deficit, reducing the public debt level, strengthening
economic activity and creating jobs. It added that these policies
would help improve living standards and social conditions for
Jordanians in coming years. It said that Parliament is currently
debating the draft income tax law that would increase public
revenues.

Source: International Monetary Fund

UAE
Abu Dhabi’'s ratings affirmed, debt of govern-
ment-related entities at 18% of GDP
Standard & Poor's affirmed Abu Dhabi's long- and short-term
sovereign credit ratings at 'AA/A-1+', with a 'stable' outlook on
the long-term rating. It said that Abu Dhabi's ratings are sup-
ported by its strong fiscal and external positions, which offer
fiscal policy flexibility. It added that the Emirate's net asset
position provides a buffer to counter the negative impact of oil
price volatility on economic growth, on government revenues
and on external accounts. It forecast Abu Dhabi's net asset posi-
tion to average 200% of GDP annually between 2014 and 2017,
supported by an annual average fiscal surplus of around 7% of
GDP during the same period. Further, S&P indicated that the
ratings are constrained by weak political institutions, by a high-
ly centralized decision-making process, and by the limited
availability of timely macroeconomic data, particularly on the
government's external assets. It added that the flexibility of
monetary policy is limited given the dirham's peg to the US dol-
lar, and that the domestic bond market is underdeveloped. It
anticipated structural and institutional weaknesses to persist, but
it noted that the government has strengthened its economic
institutions and its oversight over public-sector debt in order to
prevent financial stress at its government-related entities
(GRES). It estimated the debt of Abu Dhabi's GREs at around
18% of GDP in 2014. The agency projected the Emirate's gross
external financing needs at 102% and 102.4% of usable reserves
and current account receipts at end-2014 and end-2015, respec-
tively.
Source: Standard & Poor's
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COTE d’IVOIRE

Positive economic performance for 2014 and 2015
The International Monetary Fund indicated that Cote d'lvoire's
macroeconomic prospects for the remainder of 2014 and for
2015 are positive. It projected real GDP growth at 8% in each
of 2014 and 2015 and forecast the inflation rate to remain sub-
dued. It pointed out that economic activity has been strong in
the first half of 2014, mainly in the construction, public works
and services sectors. It said that the execution of the 2014 budg-
et is satisfactory, with higher-than-expected public revenues and
with spending contained within the budget limits. As such, it
indicated that the primary balance posted a surplus in the first
half of the year compared to a projected deficit. It added that
authorities raised $750m through a Eurobond issuance in July
2014, which helped finance the budget, extended the average
debt maturities and repaid domestic debt. It considered that the
2015 draft budget aims to support short-term growth by expand-
ing public investments. In parallel, the IMF welcomed the
authorities' plans to set up a single Treasury account and to
restructure additional public banks. It encouraged the govern-
ment's plan to strengthen the financial position of the electricity
sector and to clear the stock of domestic arrears, which would
maintain public finances on a sustainable path over the long-
term. It noted that Céte d'lvoire has made progress in accelerat-
ing public procurement processes.

Source: International Monetary Fund

INDIA

Ratings' outlook revised from 'negative’ to 'stable’

on better political climate

Standard & Poor's revised from 'negative' to 'stable' the outlook
on India's 'BBB-' long-term sovereign credit rating. It attributed
the outlook revision to the improved domestic political situation
following the election of the new government, which is expect-
ed to strengthen growth prospects and enhance fiscal perform-
ance. It added that the current government's strong mandate
would enable it to implement many of its administrative, fiscal
and economic reforms. The agency said that the ratings are sup-
ported by the country's strong external position, as well as by its
democratic institutions and free press that strengthen policy sta-
bility and predictability. It pointed out that India's external debt
level is low, while its external liquidity position significantly
improved. However, it indicated that the ratings are constrained
by low per capita income levels and weak public finances.
Further, it forecast the fiscal deficit to gradually narrow from
7.2% of GDP in 2014 to 6.4% of GDP in 2015 and 5.6% of GDP
in 2017, reflecting the planned introduction of a national goods
and services tax and administrative efforts to expand the tax
base. It anticipated that the new administration would adhere to
its stated fiscal consolidation program, but it noted that the
planned revenues may not fully materialize and subsidy cuts
may be delayed. It forecast the public debt level to fall from
68.7% of GDP in 2014 to 60.2% of GDP in 2017 and for debt
servicing cost to absorb less than 20% of revenues. But it noted
that fiscal and debt metrics would remain key rating constrains
in coming years.

Source: Standard & Poor's
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BANKING

QATAR

Private sector lending up 15% year-on-year in

August 2014

Figures issued by the Central Bank of Qatar show that total
assets of the banking sector reached QAR954.8bn, equivalent to
$262.3bn at the end of August 2014, constituting an increase of
4.2% from the end of 2013 and a rise of 9.6% from end-August
2013. Loans totaled QAR612.1bn, equivalent to $168.2bn at
end-August 2014, up by 5.9% from end-2013 and reflecting an
11.1% growth in lending to the private sector and a 2.8%
decrease in public sector lending in the covered period. Also,
total loans grew by 10.1% year-on-year in August 2014, driven
by a 14.5% annual increase in credit to the private sector and a
2.3% rise in public sector lending. In parallel, aggregate
deposits totaled QAR583.1bn or $160.2bn at end-August 2014,
constituting an increase of 6.3% from the end of 2013, support-
ed by a 7.7% rise in private sector deposits and a 2.4% increase
in public sector deposits. The sector's total deposits grew by
14.4% year-on-year in August 2014. The loan-to-deposit ratio
stood at 105% at the end of August 2014, nearly unchanged
from end-2013 and relative to 109.1% at the end of August
2013.

Source: Central Bank of Qatar, Byblos Research

IRAN

Pressure on currency to persist

Business Monitor International anticipated that downside pres-
sure on the value of the Iranian rial would remain substantial
over the coming years, given elevated inflation rates, a worsen-
ing external position and slow economic growth. It forecast the
inflation rate to average 23% in the fiscal year ending in March
2015 and 21% in FY2015/16, significantly higher than the glob-
al inflationary environment. It anticipated that economic activi-
ty would remain slow and that the country's net export position
would worsen as energy export growth decelerates in coming
quarters. It considered that talks between Iran and the five per-
manent members of the UN Security Council plus Germany
would not lead to a breakthrough over the next few months,
which would keep key oil and banking sanctions in place and
would result in continued capital flight over the next two years.
It expected the Central Bank of Iran to gradually devalue the
currency in order to prevent a sharp increase in imported infla-
tion. It forecast the rial to trade at 25,500 against the US dollar
on the official market this year and to average IRR27,000 per
dollar in 2015 and IRR28,000 against the dollar in 2016.
Further, it expected the currency to slightly depreciate on the
black market and to trade at IRR31,800 per dollar in 2014 rela-
tive to about IRR31,000 in the first half of 2014. It projected the
rial on the black market to average IRR32,000 per dollar in
2015 and IRR33,000 against the dollar in 2016. BMI assigned a
25% probability that the nuclear talks would be derailed over
the next 24 months, which could lead to a sharp drop in the
value of the currency. In contrast, it assigned a 20% probability
that negotiations would result in a major breakthrough over the
same period, which could pave the way for a modest apprecia-
tion of the rial on the back of renewed confidence in the econ-
omy and rising energy exports.

Source: Business Monitor International
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ARMENIA

Lending up 6% in first eight months of 2014, for-

eign currency loans at 63% of total lending
Figures released by the Central Bank of Armenia show that the
banking sector's total loans stood at AMD1,906bn, equivalent to
$4.6bn, at the end of August 2014, constituting an increase of
6% from end-2013 and of 12.2% from a year earlier. Loans in
foreign currency accounted for 62.8% of total loans at end-
August 2014, up from 62.2% at end-2013 and relative to 63.5%
a year earlier; while loans to non-residents amounted to 3% of
total loans at end-August 2014. The distribution of lending by
sector shows that consumer loans accounted for 23% of overall
lending to residents, followed by industry (21.4%), trade
(19.5%), mortgages (8.7%), construction and agriculture (6.5%
each), services (6.1%) and communications (2.2%), while loans
to other sectors represented the remaining 6.3%. Further,
deposits excluding accrued interest, totaled AMDZ1,630bn, or
$4bn at end-August 2014. They increased by 1.1% from end-
2013 and by 16.3% from a year earlier. Deposits in foreign cur-
rency accounted for 68.5% of total deposits at end-August 2014,
while non-resident deposits represented 24.6% of the sector's
total deposits. The loan-to-deposit ratio in foreign currency
stood at 107.3%, down from 108.2% at end-August 2013, while
the same ratio in local currency was 138% relative to 152.8% a
year earlier. The total loan-to-deposit ratio stood at 117% at the
end of August 2014 compared to 121.2% a year earlier.
Source: Central Bank of Armenia, Byblos Research

ETHIOPIA

Banks' capital adequacy at 17%, NPLs at 3%

The risk-weighted capital adequacy ratio of banks operating in
Ethiopia reached 17.2% at the end of March 2014 relative to
17.9% at the end of June 2013 and 13.4% at end-June 2012.
Also, the sector's Tier-One capital ratio stood at 17.2% at end-
March 2014 compared to 17.9% at end-June 2013 and 13.4% at
end-June 2012. The sector's liquid assets reached 15.4% of total
assets at end-March 2014 relative to 23.2% at end-June 2013,
while they were equivalent to 20% of total short-term liabilities
at end-March compared to 30.1% at end-June 2013. Further, the
sector's non-performing loans (NPLs) reached 2.9% of total
loans at end-March 2014, up from 2.5% at end-June 2013 and
1.4% at end-June 2012. Also, banks' NPLs net of provisions
were equivalent to 4.3% of capital at end-March 2014, relative
to -0.5% at end-June 2013 and -5.6% at end-June 2012. In par-
allel, the banks' annualized return on assets reached 3.1% in
March 2014, compared to 3.2% in June 2013 and 4.1% in June
2012, while their return on equity reached 44.6% on an annual-
ized basis in March, down from 48% in June 2013 and 55.8% in
June 2012. The sector's gross interest income accounted for
64.5% of total income at end-March 2014 relative to 64.9% at
end-June 2013 and 54.7% at end-June 2012. Also, the banks'
non-interest expenses represented 35.3% of gross income at
end-March, up from 33.6% at the end of June 2013. Personnel
expenses reached 53.3% of total non-interest expenses at end-
March 2014, relative to 43.3% at end-June 2013 and 42.3% at
end-June 2012.

Source: International Monetary Fund
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ENERGY / COMMODITIES

Oil prices to further decline in fourth quarter
Brent crude oil prices have dropped to about $91 per barrel in
early October, reflecting their lowest level in more than two
years and a drop of 21% from their year-to-date peak of $115 a
barrel on June 19th. The downward pressure on oil prices is due
to the resumption of significant Libyan oil production, along
with the weakening outlook for global oil demand. Brent oil
prices are forecast to average $100 a barrel in the fourth quarter
of 2014, reflecting a decrease of 2% from the preceding quarter,
while WTI oil prices would drop by 5.2% from the previous
quarter to an average of $91 a barrel. Brent oil prices are expect-
ed to average $105 a barrel in 2014 and to decrease to $97.5 a
barrel in 2015, while WTI crude oil prices are projected to aver-
age $97.3 a barrel this year and to decline to $89.5 a barrel in
2015. In parallel, global crude oil consumption is anticipated to
rise by 0.9% in 2014 and by 1.5% in 2015, while global oil pro-
duction is expected to increase by 1.9% in each of 2014 and
2015. Oil supply from non-members of the Organization of the
Petroleum Exporting Countries is forecast to continue to grow
substantially in 2015, driven by a 9.4% rise in U.S. oil produc-
tion. In parallel, the Bloomberg WTI Crude Qil Total Return
Sub-Index decreased by 4.1% in September and by 1.8% in the
first nine months of 2014, while the Brent Crude Oil Sub-Index
dropped by 8.8% last month and by 12.4% from end-2013.
Source: Citigroup, U.S. Energy Information Administration

Syria's oil output to decrease by 50% in 2014
Syria's crude oil production is expected to average 30,000 bar-
rels per day (b/d) in 2014, reflecting a decline of about 50%
from the previous year. Syria's oil production has declined sig-
nificantly since 2011 due to the ongoing unrest in the country.
In parallel, the supply of crude oil from non-OPEC members in
the Middle East region that includes Bahrain, Oman, Syria and
Yemen, is expected to decrease by 1.5% to an average of 1.33
million b/d in 2014. The supply outlook in the region remains
vulnerable to a high level of risk, mainly due to the lack of oil
data and to the unstable political situation.

Source: OPEC, Byblos Research

New oil and gas discovery in Algeria

Algeria's national oil and gas company, Sonatrach, and Russia’s
Gazprom EP International B.V. announced the discovery of
new oil and gas fields in the Berkin basin. The finding followed
the completion of the drilling operation of Rhourde Sayah
North-1 exploration wells. In parallel, Algeria awarded four out
of 31 oil and gas field exploration blocks to foreign consor-
tiums, reflecting the country's first attempt since the 2011 bid to
draw investors to help offset its stagnant oil production.
Source: Thomson Reuters, U.S. EIA

African gas reserves account for 44% of the

region's total oil and gas reserves at end-2013
Africa's proven gas reserves were estimated at 605.91 trillion
cubic feet (cf) at the end of 2013, equivalent to about 44% of the
region's total oil and natural gas proven reserves. Nigeria held
the largest gas proven reserves in Africa with 180.7 trillion cf or
29.8% of the region's aggregate reserves at end-2013. It was fol-
lowed by Algeria with 159.1 trillion cf (26.3%) and
Mozambique with 100 trillion cf (16.5%).

Source: Oil & Gas Journal, EY, Byblos Research

Base Metals: Copper prices to decrease in coming
six months

Global refined copper production is forecast to increase by 6.4%
year-on-year in the fourth quarter of 2014 and by 5.3% in the
first quarter of 2015, while the metal's global consumption
would rise by 4% annually in each of the fourth quarter of 2014
and the first quarter of next year. The surplus in the global cop-
per market is projected at 178,000 tons in the fourth quarter of
2014 and is expected to widen to 265,000 tons in the first quar-
ter of 2015. Copper prices are projected to fluctuate between
$6,050 a ton and $7,000 a ton during the coming six months.
Prices of the metal are forecast to average $6,650 a ton in the
fourth quarter of the year, reflecting a decrease of 1.5% from the
preceding quarter, and to decline by an additional 1.1% to an
average of $6,580 a ton in the first quarter of 2015. The
Bloomberg Copper Total Return Sub-Index regressed by 4.8%
in September and by 11.3% in the first nine months of 2014, the
Nickel Sub-Index declined by 13.4% last month and rose by
16.1% in the first nine months, while the Zinc Sub-Index
decreased by 3.2% in September and improved by 9.3% from
end-2013.

Source: Thomson Reuters GFMS, Bloomberg Indexes, Byblos
Research

Precious Metals: Gold prices to drop in fourth

guarter of 2014 and into 2015

Gold prices have been on a downward trend since the second
week of August 2014 due to investors' growing expectations of
an increase in U.S. interest rates in 2015, which led them to
reduce their appetite to hold the metal. Further, geopolitical risks
eased as Ukraine and Russia agreed on September 3 on the broad
outlines of a seven-point peace settlement, and as the US-led air
campaign against the Islamic State in Iraq and Syria has tem-
porarily contained the threat in the region. Gold prices are
expected to decline by 5.4% in the fourth quarter of 2014 to an
average of $1,220 a troy ounce, as the US dollar strengthens
ahead of the expected increase in interest rates. Gold prices are
forecast to average $1,274 a troy ounce in 2014, reflecting a
decrease of 10% from 2013, and to drop by 3.9% year-on-year
to $1,225 an ounce in 2015. In parallel, the Bloomberg Precious
Metals Total Return Sub-Index regressed by 7.6% in September
and by 2.9% in the first nine months of 2014, while the Gold
Sub-Index declined by 5.9% last month and rose by 0.6% from
end-2013.

Source: Citigroup, Bloomberg Indexes, Byblos Research
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Asia
Armenia - Ba2 BB- - -
- Stable Stable - - -2.3 42.1 77.0 109.2 17.9 543.0 -7.2 4.0
China AA- Aa3 A+ - BBB
Stable Stable Stable - Stable -2.1 27.2 7.9 29.8 15 21.1 2.2 1.0
India BBB- Baa3 BBB- - BB
Stable Stable Stable - Stable -4.5 67.8 21.3 83.6 5.2 188.9 2.1 1.2
Kazakhstan BBB+ Baa2 BBB+ - BB
Stable  Positive Stable - Stable 4.2 13.3 70.7 131.2 13.7 544.2 1.9 5.6
Central & Eastern Europe
Bulgaria BBB Baa2 BBB- - BB
Negative Stable Stable - Stable -2.6 17.6 89.0 131.2 23.2 272.4 -0.4 3.0
Romania BBB- Baa3 BBB- - B
Stable  Negative Stable - Stable -2.9 39.7 66.5 153.9 20.0 257.6 -1.7 14
Russia BBB- Baal BBB - BBB
Negative Negative  Negative - Stable -0.5 11.6 36.7 109.4 15.0 134.9 3.0 -0.9

Turkey BB+ Baa3 BBB- BB+ B
Negative Negative Stable Stable  Stable -2.0 35.9 47.2 107.5 25.1 343.0 -6.3 1.3

Ukraine CCC Caa3 CcccC - CcC
Negative Negative - - Stable -5.2 48.3 85.4 138.4 20.5 957.4 -6.7 2.2

Sources: International Monetary Fund; Economist Intelligence Unit; Institute of International Finance; Moody’s Investors Service;
Byblos Research - The above figures are forecasts for 2014
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SELECTED POLICY RATES

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

USA Fed Funds Target Rate 0.25 17-Sept-14 No change 29-Oct-14
Eurozone Refi Rate 0.05 02-Oct-14 No change 06-Nov-14
UK Bank Rate 0.50 04-Sept-14 No change 09-Oct-14
Japan O/N Call Rate 0-0.10 04-Sept-14 No change 07-Oct-14
Australia Cash Rate 2.50 02-Sept-14 No change 07-Oct-14
New Zealand Cash Rate 3.50 11-Sept-14 No change 30-Oct-14
Switzerland 3 month Libor target 0.00-0.25 18-Sept-14 No change 11-Dec-14
Canada Overnight rate 1.00 03-Sept-14 No change 22-Oct-14
Emerging Markets

China One-year lending rate 6.00 06-July-12 Cut 31bps N/A
Hong Kong Base Rate 0.50 17-Sept-14 No change 29-Oct-14
Taiwan Discount Rate 1.875 25-Sept-14 No change 25-Dec-14
South Korea Base Rate 2.25 12-Sept-14 No change 15-Oct-14
Malaysia O/N Policy Rate 3.25 18-Sept-14 No change 06-Nov-14
Thailand 1D Repo 2.00 17-Sept-14 No change 05-Nov-14
India Reverse repo rate 8.00 30-Sep-14 No change 02-Dec-14
UAE Overnight repo rate 1.00 19-Dec-08 Cut 25bps N/A
Saudi Arabia Repo rate 0.25 16-June-09 Cut 25bps N/A
Egypt Overnight Deposit 9.25 20-July-14 Raise 100bps N/A
Turkey Base Rate 8.25 25-Sept-14 No change 23-Oct-14
South Africa Repo rate 5.75 17-Sept-14 No change 19-Nov-14
Kenya Central Bank Rate 8.50 03-Sept-14 No change 05-Nov-14
Nigeria Monetary Policy Rate 12.00 19-Sept-14 No change 25-Nov-14
Ghana Prime Rate 19.00 17-Sept-14 No change 03-Nov-14
Angola Base rate 8.75 28-July-14 Cut 50bps N/A
Mexico Target Rate 3.00 05-Sept-14 No change 31-Oct-14
Brazil Selic Rate 11.00 03-Sept-14 No change 29-Oct-14
Armenia Refi Rate 6.75 23-Sept-14 No change N/A
Romania Policy Rate 3.00 01-Oct-14 Cut 25bps N/A
Bulgaria Base Interest 0.03 01-Oct-14 Cut 1bps N/A
Kazakhstan Refi Rate 5.50 04-Jan-13 No change N/A
Ukraine Discount Rate 12.5 17-July-14 Raise 300bps N/A
Russia Refi Rate 8.25 13-Dec-13 No change N/A
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