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Performance of Arab Stock Markets in the First 11 Months of 2014 (% change)

Performance of the Beirut Stock Exchange*
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Economic Indicators

$m (unless otherwise mentioned) 2013 June 13 Mar 14 April 14 May 14 June 14 % Change*
Exports 3,936 348 275 300 308 278 (20.11)
Imports 21,228 1,634 1,791 1,641 1,676 1,567 (4.10)
Trade Balance (17,292) (1,286) (1,516) (1,341) (1,368) (1,289) 0.23
Balance of Payments (1,128) (233) 139 (45) 520 (561) 140.77
Checks Cleared in LBP 17,047 1,444 1,520 1,447 1,619 1,518 5.12
Checks Cleared in FC 55,321 4,523 4,671 4,545 5,058 4,807 6.28
Total Checks Cleared 72,368 5,967 6,191 5,992 6,677 6,325 6.00
Budget Deficit/Surplus (4,220) (275.89) (595.29) (379.21) (170.31) (187.36) (32.09)
Primary Balance (239.68) (23.19) (128.1) 91.02 316.5 133.93 -
Airport Passengers 6,265,470 571,831 430,979 542,544 511,556 610,170 6.70

$bn (unless otherwise mentioned) 2013 June 13 Mar 14 April 14 May 14 June 14 % Change*
BdL FX Reserves 31.71 31.72 33.63 33.71 33.26 33.85 6.72
In months of Imports 17.65 19.41 18.78 20.54 19.84 21.60 11.28
Public Debt 63.46 60.02 65.15 64.86 65.08 65.71 9.48
Net Public Debt 53.18 50.90 54.37 54.67 54.92 55.17 8.39
Bank Assets 164.82 157.95 166.50 168.05 168.85 169.57 7.36
Bank Deposits (Private Sector) 136.21 131.30 136.55 138.20 138.85 140.35 6.89
Bank Loans to Private Sector 47.38 44.84 48.14 48.42 48.62 49.18 9.68
Money Supply M2 45.60 44.20 46.34 46.56 46.81 46.89 6.09
Money Supply M3 111.16 107.31 112.29 113.43 114.19 114.97 7.14
LBP Lending Rate (%) 7.29 7.87 7.26 7.18 7.48 7.45 (42bps)
LBP Deposit Rate (%) 5.44 5.39 5.48 5.47 5.50 5.49 10bps
USD Lending Rate (%) 6.88 6.97 6.87 6.92 7.04 6.97 -
USD Deposit Rate (%) 2.95 2.86 2.96 3.00 3.01 2.98 12bps
%* Change in CPI** 3.89 3.72 (0.23) (0.03) 0.63 1.19 (253bps)

Economic Indicators

* Year-on-Year; ** Consumer Price Index
Note: b.p. i.e. basis point
Sources: ABL, BdL

Source: Beirut Stock Exchange (BSE); *Week-on-week Source: Byblos Bank Capital Markets
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Most Traded Last Price % Change* Total Weight in 
Stocks on BSE ($) Volume Market 

Capitalization
Solidere "A" 11.41 (2.06) 123,578 10.10%
Solidere "B" 11.36 (3.15) 61,782 6.54%
Byblos Common 1.64 1.23 111,857 5.22%
Byblos Pref. 08 101.30 0.00 0 1.79%
Byblos Pref. 09 101.60 (1.36) 1,000 1.80%
BLOM GDR 9.60 0.00 39,600 6.28%
BLOM Listed 8.75 (0.57) 17,217 16.65%
Audi GDR 6.50 2.36 3,200 6.65%
Audi Listed 6.22 (1.89) 17,331 22.01%
HOLCIM 15.00 0.00 0 2.59%

Capital Markets

Sovereign Coupon Mid Price Mid Yield 
Eurobonds % $ %

Jan 2015 5.875 100.28 3.06
Apr 2015 10.000 103.05 1.85
Jan 2016 8.500 105.83 3.11
Mar 2017 9.000 111.25 3.80
Nov 2018 5.150 102.00 4.59
May 2019 6.000 104.00 4.99
Mar 2020 6.375 105.75 5.11
Apr 2021 8.250 115.50 5.34
Oct 2022 6.100 102.88 5.64
Nov 2026 6.600 103.88 6.14

December 1-6, 2014

Source: Beirut Stock Exchange (BSE)

c                                           Dec 1-5            Nov 24-28       % Change Nov 2014 Nov 2013 % Change
Total Shares Traded 469,006 333,655 40.57 3,438,292 15,046,249 (77.15)
Total Value Traded $3,589,295 $3,629,80 (1.12) $25,146,028 $108,272,444 (76.78)
Market Capitalization $11.30bn $11.29bn 0.04 $11.29bn $10.63bn 6.18
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Lebanon's sovereign ratings affirmed, outlook 'stable'
Capital Intelligence affirmed Lebanon's long- and short-term foreign and local currency sovereign ratings at 'B' with a 'stable' outlook.
It indicated that Lebanon's ratings reflect its adequate international liquidity and especially the level of its foreign currency reserves,
which constitutes a buffer against external economic shocks. It noted that foreign currency reserves and other liquid foreign assets stood
at $39.4bn at the end of September 2014 and were equivalent to 83% of GDP and to about 1.5 times the country's external financing
needs. The agency considered that deposits from the Lebanese Diaspora, which are equivalent to about 120% of GDP, support the accu-
mulation of foreign reserves, are the main source to cover the current account deficit, and indirectly allow the government to finance
its fiscal deficit. It added that non-resident deposit inflows have remained stable during previous periods of political instability, and
continue to grow so far this year despite the rise in domestic and regional tensions. It noted that the level of official foreign currency
reserves is adequate in case of moderate shocks, but could be insufficient in the event of large-scale currency conversions and deposit
outflows.

Further, the agency said that the government benefits from a supportive domestic banking sector and continues to roll over maturing
external debt maturities on favorable terms. It noted, however, that the heavy reliance of external and government financing on the
banking sector constitutes a major vulnerability for the Lebanese economy and is one of the main constrains on the ratings.

Capital Intelligence considered that Lebanon's refinancing risks remain high, with the government's gross financing requirements
equivalent to about 35% of GDP in 2014. It noted that the high level of external financing needs reflects a wide current account deficit
of about 24% of GDP and an elevated external debt level of 152% of GDP for the year. It also forecast the fiscal deficit at 11% of GDP
in 2014 and expected it to widen to more than 12% of GDP in 2015 in the absence of efforts to contain public spending and to mobi-
lize additional revenues. It forecast the public debt level to maintain its upward trend and to exceed 144% of GDP at the end of 2014.

It pointed out that the government relies on the domestic banking system to meet the bulk of its financing needs, which makes it vul-
nerable to a political or economic shock that would adversely affect the risk appetite of local banks or the confidence of depositors. But
it considered that, in the absence of such shocks, the government would be able to manage its financing needs in the short-term.

Lebanon ranks 136th globally, 13th in MENA region on corrup-
tion index
Transparency International's 2014 Corruption Perceptions Index (CPI) ranked
Lebanon in 136th place among 175 countries around the world and in 13th
place among 19 countries in the Middle East & North Africa region.
Lebanon's global rank regressed by nine spots from last year's survey, consti-
tuting along with Bangladesh, Kenya, Montenegro and Russia, the ninth
steepest decline globally. The countries that posted steeper declines are China
(-20 spots), Malawi (-19 spots), Comoros (-15 spots), Timor-Leste (-14
spots), Djibouti (-13 spots), Liberia and Turkey (-11 spots each) and Nepal (-
10 spots). Lebanon also came in 39th place among 45 upper-middle income
countries (UMICs) included in the 2014 survey. The CPI is a composite index
that uses data sources from independent institutions specializing in gover-
nance and business climate analysis to assess the degree of corruption in the
public sector of each country. The rankings are based on scores that range
between zero and 100, with zero reflecting economies perceived as highly
corrupt.

Globally, Lebanon is perceived as having the same level of corruption as
Cameroon, Iran, Kyrgyzstan, Nigeria and Russia. It is also considered to be
less corrupt than Comoros, Uganda and Ukraine; and more corrupt than
Madagascar, Nicaragua and Timor-Leste. Lebanon is considered to be less
corrupt than only Angola, Venezuela, Libya, Turkmenistan and Iraq among
UMICs; and to be less corrupt than Syria, Yemen, Libya, Iraq and Sudan in
the MENA region. 

CPI MENA Rankings & Scores in 2014  
MENA Global

Country Score Rank Rank 
UAE 70 1 25
Qatar 69 2 26
Israel 60 3 37
Bahrain 49 4 55
Jordan 49 4 55
Saudi Arabia 49 4 55
Oman 45 7 64
Kuwait 44 8 67
Tunisia 40 9 79
Morocco 39 10 80
Egypt 37 11 94
Algeria 36 12 100
Iran 27 13 136
Lebanon 27 13 136
Syria 20 15 159
Yemen 19 16 161
Libya 18 17 166
Iraq 16 18 170
Sudan 11 19 173
Source: Transparency International, Byblos Research

Lebanon received a score of 27 points, down from 28 points in last year's survey, and constituted the 21st steepest decline globally.
Lebanon's score came below the global average score of 43.2 points, the UMICs' average score of 39.1 points and the MENA region's
average score of 38.2 points. Also, Lebanon's score came below the average score of GCC countries of 54.3 points, and was similar to
the average score of non-GCC Arab countries. Lebanon was among 35 countries globally that received a score between 20 and 29
points, a category classified as the third worst globally in terms of corruption perception. Denmark ranked as the least corrupt country
worldwide, while Somalia was considered to be the most corrupt in the world.
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External Debt Performance in Midde East & Africa 
in First 11 Months of 2014 (%)  
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Lebanon's external debt posts 28th lowest return in emerging
markets, ninth lowest in the Middle East & Africa                      
Figures issued by Merrill Lynch indicate that Lebanon's external debt post-
ed returns of 8.9% in the first 11 months of 2014, constituting the 19th
lowest return among 41 markets in the Central & Eastern Europe, and the
Middle East & Africa (CEEMEA) region, as well as the 28th lowest return
among the 73 emerging markets included in Merrill Lynch's External Debt
EM Sovereign Index. Lebanon underperformed the overall emerging mar-
kets returns of 9.75% during the covered period.     

Further, Lebanon's external debt posted the ninth lowest return among 23
countries in the Middle East & Africa region in the covered period, ahead
of Gabon (+8.6%), Israel (+8.4%), Qatar (+8.2%), Mozambique (+7.1%),
Nigeria (+5.1%), Kenya (+5%), Jordan (+4.6%) and Angola (+1.9%). It
was outperformed by Egypt (+24.3%), Turkey (+19%), Zambia (+17%),
Tunisia (+16.8%), Morocco (+15.8%), Rwanda (+15.7%), the Ivory Coast
(+14%), Bahrain (+12.7%), South Africa (+11%), Namibia (+10.7%),
Senegal (+10.2%), Iraq (+10.2%), Ghana (+10.1%) and the UAE (+9.2%).

In parallel, Lebanon's external debt posted returns of 0.71% in November
2014, constituting the 18th highest return in the CEEMEA region and the
32nd highest return in emerging markets during the covered month.
Lebanon outperformed in November the CEEMEA returns of 0.28%, the
emerging markets returns of 0.15%, and those posted by 'B'-rated sover-
eigns of -3.05%. 

Further, Lebanon's external debt posted the 10th highest return in the
Middle East & Africa region in November 2014. It was outperformed by
Egypt (+3.1%), Turkey (+2.3%), the Ivory Coast (+1.5%), Morocco
(+1.5%), South Africa (+1.3%), Israel and Tunisia (+1% each), Senegal
(+0.9%) and the UAE (+0.8%).

Merrill Lynch indicated that the spread on Lebanese Eurobonds ended November 2014 at 375 basis points, constituting the 15th widest
spread in the CEEMEA region and the 26th widest among emerging markets. It was wider than the emerging markets' overall spread
of 279 basis points at end-November 2014. Lebanon has a weight of 3.24% on Merrill Lynch's External Debt EM Sovereign Index,
the fifth highest in the CEEMEA universe and the ninth highest among emerging economies. Lebanon accounted for 5.7% of alloca-
tions in the CEEMEA region.

Source: Merrill Lynch, Byblos Research

Balance of payments posts deficit of $868m in first 10
months of 2014
Central Bank figures show that Lebanon's balance of payments post-
ed a deficit of $867.7m in the first 10 months of 2014 compared to a
deficit of $1.47bn in the same period last year. The balance of pay-
ments posted a deficit of $565.9m in October 2014 compared to a
surplus of $131.1m in September 2014 and a deficit of $793.7m in
October 2013. The October 2014 deficit was caused by a deficit of
$1bn in the net foreign assets of banks and financial institutions, and
was partly offset by a surplus of $449.2m in those of the Central
Bank. The cumulative deficit over the first 10 months of 2014 was
caused by a deficit of $5.54bn in the net foreign assets of banks and
financial institutions, and was partly offset by a surplus of $4.68bn in
those of the Central Bank. The balance of payments posted surplus-
es of $7.9bn in 2009 and $3.3bn in 2010, and deficits of $2bn in
2011, $1.5bn in 2012 and $1.1bn in 2013.

Balance of Payments* (US$m)

*in the first 10 months of each year
Source: Central Bank of Lebanon
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Net public debt at $56.2bn at end-October 2014
Lebanon's gross public debt reached $66.2bn at the end of October 2014, constituting a rise of 4.3% from $63.5bn at the end of 2013
and an increase of 6% from $62.4bn at end-October 2013. Domestic debt totaled $40.3bn at end-October, rising by 7.8% from end-
2013 and by 11.6% annually; while external debt stood at $25.9bn, constituting a decrease of 0.7% from the end of 2013 and a decline
of 1.6% from a year earlier. Local currency debt accounted for 60.8% of gross public debt at the end of October 2014 compared to
57.8% a year earlier, while foreign currency-denominated debt represented 39.2% of the total relative to 42.2% a year earlier. The
weighted interest rate on outstanding Treasury bills was 6.88% and that on Eurobonds was 6.38% at the end of October 2014. Further,
the weighted life on Eurobonds was 5.49 years, while that on Treasury bills was 1,164 days. 

Commercial banks accounted for 51% of the local public debt at the end of October 2014 compared to 52% a year earlier. They were
followed by the Central Bank with 31.7%, up from 31% at end-October 2013; while public agencies, financial institutions and the pub-
lic accounted for 17.2% of local debt compared to 17% at the end of October last year. Eurobond holders, foreign private sector loans
and special T-bills in foreign currencies accounted for 90.8% of the external debt; followed by foreign governments with 4.7%; mul-
tilateral institutions with 4.2%; and Paris II loans with 0.3%. The net public debt, which excludes the public sector's deposits at the
Central Bank and at commercial banks from overall debt figures, increased annually by 7.1% to $56.2bn. In parallel, the gross market
debt accounted for about 65% of total public debt. Gross market debt is the total public debt less the portfolios of the Central Bank,
the National Social Security Fund, bilateral and multilateral loans, as well as Paris II and Paris III related debt. 

Environmental cost of Syrian refugees on the rise 
The United Nations Development Program indicated that the large num-
ber of Syrian refugees in Lebanon constitutes a heavy burden on the
country's already fragile environmental resources. The UNDP assessed
the environmental impact of the Syrian refugees on solid waste manage-
ment (SWM), water and wastewater management, air pollution, and
land-use and ecosystems in the country. 

The UNDP projected the incremental daily quantity of Municipal Solid
Waste (MSW) generated by Syrian refugees in Lebanon at 324,568 tons
per year at the end of 2014, equivalent to 15.7% of solid waste produced
by Lebanese citizens prior to the start of the Syrian crisis. It estimated
the cost of managing and disposing of the waste generated by refugees
at $23.8m. It indicated that 48% of MSW generated by refugees is han-
dled within the existing solid waste management infrastructure, which is
weighing on SWM facilities. It added that municipalities' spending on
SWM rose by 11% in 2012 and by an additional 40% in 2013. It point-
ed out that the remaining 52% of MSW are disposed of in existing open
dumps, which results in the contamination of land, soil and groundwa-
ter. It estimated the capital cost to mitigate environmental degradation at
$131.1m, with an additional operations & management cost of $57.6m
per year.   

*registered and awaiting to be registered
Source: UNHCR, Byblos Research

Number of Syrian Refugees in Lebanon*

In parallel, the UNDP estimated that water demand from Syrian refugees would lead to an increase in total water demand in Lebanon
by about 8% to 12% by the end of 2014, equivalent to a rise of between 43 million and 70 million cubic meters. It noted that the
increase in water demand is exacerbating the stress on water resources, especially on groundwater resources. Further, it projected
wastewater generation across Lebanon to rise by about 8% to 14% by the end of 2014, equivalent to between 34 million and 56 mil-
lion cubic meters. It indicated that water and wastewater mismanagement would result in the depletion of water resources, the deteri-
oration of water and air quality, and a rise in health risks. It estimated the capital cost to mitigate such impacts at about $1.3bn.

Further, the UNDP anticipated that the presence of the refugees would result in a 20% increase in the emission of air pollutants, which
would lead to a degradation of air quality in the country. It indicated that the main factors affecting air pollution in Lebanon include
road transportation, residential heating, solid waste management practices and electricity production. It estimated the capital cost of
potential measures to mitigate the effects of air pollution at $2bn, with about $139m in annual operations & management costs. 

In terms of land-use and ecosystems, the UNDP indicated that the influx of Syrian refugees increased Lebanon's population density by
about 37% from 400 to 520 persons per square meter, which is the 16th highest density worldwide. It considered that this urban den-
sification level results in more waste generation, water and sanitation problems, more vehicles on the roads, noise pollution, and
encourages new construction. It pointed out that the number of informal tented settlements rose steadily from 250 in June 2011 to 1,224
in May 2014, and expected them to increase further if the Syrian crisis intensifies. It said that the rising number of informal tented set-
tlements would affect environmentally sensitive areas, agricultural land and flood-prone regions. It estimated the capital cost for pri-
ority mitigation measures related to land use planning and ecosystem management at $16m, with about $78.5m in annual operations
& management costs.
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Lebanon in the news

UN suspends food assistance to Syrian refugees 
The United Nations World Food Program (WFP) announced that it
has suspended on December 1, 2014 its program that provides food
vouchers to more than 1.7 million Syrian refugees in Lebanon as well
as in Egypt, Iraq, Jordan and Turkey due to a funding crisis. It said
that its Syria emergency operations are currently in critical need of
funding, as many donor commitments are still unfulfilled. The UN
noted that the WFP requires the immediate disbursement of $64m in
order to support refugees in countries that border Syria during the
month of December. It added that it would immediately resume assis-
tance for refugees who use electronic vouchers to buy food in local
shops if new funding arrives in December. The WFP's voucher pro-
gram has injected since 2011 about $800m into the economies of host
countries that border Syria. The Office of the United Nations High
Commissioner for Refugees (UNHCR) estimated the number of reg-
istered and awaiting to be registered Syrian refugees in Lebanon at
1.1 million as at December 2, 2014. A survey commissioned by the
UNHCR and conducted in May 2014, indicated that 41% of Syrian
refugee households in Lebanon cited food vouchers as their main
source of income, and 70% of registered households received food
vouchers on a regular basis.

Main Sources of Income of Syrian Refugees

Source: UNHCR, Byblos Research
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Slow construction and public work activity in first quarter of 2014
The Central Bank's quarterly business survey indicated that construction activity improved in relative terms during the first quarter of
2014, as the balance of opinions stood at -14, compared to -20 during the preceding quarter and -24 during the same quarter of 2013.
The balance of opinions shows that construction activity was the lowest in the Bekaa at -31, followed by Beirut and Mount Lebanon
(-27), the South (+6) and the North (+21). The business survey reflects the opinions of enterprise managers about the evolution of their
businesses, in order to depict the evolution of a number of key economic variables. The balance of opinions for public works stood at
-19 in the first quarter of 2014 compared to -16 in the preceding quarter and -27 in the same quarter of 2013. Opinions about the level
of public works were the lowest in both Beirut and Mount Lebanon at -37, followed by the Bekaa (-18), the South (zero) and the North
(+23).

In parallel, the balance of opinions for the portfolio of projects was -20 in the first quarter of 2014 relative to -14 during the preceding
quarter, and compared to -19 in the same quarter of 2013. The balance of opinions on the portfolio of projects was the lowest in Beirut
& Mount Lebanon at -27, followed by the South (-19), the Bekaa (-15) and the North (-10). Also, the balance of opinions for general
construction activity was -14 during the first quarter of 2014, compared to -20 in the preceding quarter and relative to -23 in the first
quarter of 2013. Further, the balance of opinions for construction costs reached +19 in the covered quarter compared to +18 in the pre-
ceding quarter and +31 in the same quarter of 2013. The balance of opinions is the difference between the proportion of surveyed man-
agers who consider that there was an improvement in a particular indicator and the proportion of those who reported a decline in the
same indicator.

Construction and Public Work Activity: evolution of opinions
Aggregate results Q1-11 Q1-12 Q1-13 Q1-14
General activity -11 -21 -24 -14
Construction -9 -16 -23 -14
Public work -25 -33 -27 -19
Portfolio of projects -7 -7 -19 -20
Construction costs 52 34 31 19
Investments (% of yes) 30% 29% 38% 32%
Source: Central Bank Business Survey in first quarter of 2014

Value of cleared checks up 4%, returned checks nearly unchanged in first 10 months of 2014
The value of cleared checks reached $62.5bn in the first 10 months of 2014, constituting an increase of 4.2% from the same period
last year, and compared to a rise of 1.7% in the first 10 months of 2013 and to a decrease of 1.7% in the same period of 2012. The
value of cleared checks in Lebanese pounds rose by 8% annually to the equivalent of $15.2bn in the first 10 months of 2014, while
the value of cleared checks in US dollars increased by 3% to $47.4bn. The dollarization rate of cleared checks decreased to 75.8%
from 76.6% in the first 10 months of 2013. Also, the value of returned checks in domestic and foreign currencies regressed by 0.2%
year-on-year to $1.3bn in the first 10 months of 2014, compared to an annual drop of 0.9% in the same period of 2013 and to an annu-
al increase of 5.6% in the first 10 months of 2012. In parallel, the number of cleared checks totaled 10.8 million checks in the first 10
months of 2014, down by 1.8% from the same period last year. Also, the number of returned checks totaled 212,000 checks, down
5.4% from 224,100 in the first 10 months of 2013.
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October 2014. In comparison, they rose by $558m in January, by $744.9m in February, by $1.8bn in March, by $2bn in May, by $1.2bn
in June, by $203m in August and by $739m in October, but declined by $11.3m in April, by $87.6m in July and by $21.9m in
September 2013. In parallel, deposits of non-resident banks reached $5.47bn at the end of October 2014 and increased by 9.2% from
end-2013 and by 6.5% from a year earlier. The dollarization rate of deposits reached 65.7% at the end of October, down from 66.1%
at end-2013 and was unchanged from a year earlier. Further, the average deposit rate in Lebanese pounds was 5.58% in October 2014
relative to 5.44% in the same month of last year, while the same rate in US dollars was 3.12% compared to 2.94% in October 2013.

Loans to the private sector reached $50.1bn at the end of October 2014, constituting an increase of 5.7% from the end of 2013 and a
rise of 7.7% from a year earlier. In nominal terms, credit to the private sector rose by $2.72bn in the first 10 months of 2014 relative
to an increase of $3bn in the same period last year. Lending to the resident private sector totaled $44.5bn, growing by 7.2% from the
end of 2013 and by 8.5% year-on-year; while credit to the non-resident private sector reached $5.6bn, decreasing by 4.6% from end-
2013 and rising by 2% from end-October 2013. The dollarization rate in private sector lending regressed to 75.7% at the end of October
2014 from 76.7% a year earlier. The average lending rate in Lebanese pounds was 7.29% in October 2014 compared to 7.59% in the
same month last year, while the same average in US dollars was 6.95%, up from 6.85% in October 2013. In addition, claims on non-
resident banks reached $10.3bn at the end of October 2014, posting decreases of 26% from end-2013 and of 13.5% from a year earli-
er. In parallel, claims on the public sector stood at $37.4bn at the end of October, down by 0.8% from the end of 2013 and up by 2.1%
year-on-year. The ratio of private sector loans-to-deposits in foreign currencies stood at 40.6%, well below the Central Bank's limit of
70%, and compared to 41.1% a year earlier. In parallel, the same ratio in Lebanese pounds was 25% at end-October 2014, up from
23.9% at the end of October 2013. The ratio of total private sector loans-to-deposits was 35.3% compared to 35.2% a year earlier. The
banks' aggregate capital base stood at $15.47bn, up by 9% from $14.2bn at end-2013 and by 9.3% from $14.16bn at end-October 2013.

Fransabank to raise capital by issuing preferred shares
The Extraordinary General Assembly of Fransabank sal held on October 23, 2014 approved the increase of the bank's capital from
LBP446bn, equivalent to $295.9m, to LBP454.5bn or $301.5m, through the issuance of 425,000 Series D Preferred Shares. The issue
price is $200 per share of which LBP20,000 ($13.27) is par value and the remaining $186.73 constituting the issue premium. The
Series D Preferred Shares will carry an annual dividend of 6.5% of the issue price adjusted on a pro-rata basis, while the annual pay-
ment is contingent on the availability of sufficient unconsolidated declared net profits, among other factors. The dividends will be paid
net of a 10% withholding tax. The preferred shares are non-cumulative, perpetual and subject to a call option by the bank. Fransabank
has the right to call the Series D Preferred Shares in case of an organizational event at the bank at a call price of $200 per share. Also,
the bank has the option to call the shares after 2019 at a call price of $200 plus a premium of 3.5% of the issue price. The call price is
subject to change. The bank would have to redeem a minimum of 20% of the outstanding Series D shares in case it decides to exerci-
ce its call option. Fransabank posted unaudited consolidated net profits of $105.2m in the first nine months of 2014, down 1.1% from
$106.4m in the same period last year. Aggregate assets reached $18.28bn, while loans & advances to customers totaled $5.74bn and
customers' deposits stood at $14.7bn at the end of September 2014.

Commercial banks' assets reach $171.3bn at end of
October 2014
The consolidated balance sheet of commercial banks operating in
Lebanon shows that total assets reached $171.26bn at the end of
October 2014, constituting an increase of 3.9% from the end of 2013
and a rise of 6.6% from end-October 2013. Private sector deposits
totaled $142bn, increasing by 4.3% from the end of 2013 and by
7.5% from a year earlier. Deposits in Lebanese pounds reached
$48.7bn and rose by 5.6% from end-2013 and by 7.4% from end-
October 2013; while deposits in foreign currencies totaled $93.3bn,
constituting a rise of 3.6% from the end of 2013 and an increase of
7.6% from a year earlier. Non-resident foreign currency deposits
totaled $25.7bn at the end of October 2014, increasing by 2.2% from
end-2013 and growing by 11.3% year-on-year. Total non-resident
deposits reached $29.4bn at the end of October and rose by 3.4%
from end-2013 and by 11.7% from a year earlier. Total private sec-
tor deposits decreased by $1.3bn in January but increased by
$848.4m in February, by $843.8m in March, by $1.6bn in April, by
$650.7m in May, by $1.5bn in June, by $965.8m in July, by
$200.3m in August, by $508.1m in September and by $13.3m in

*in the first 10 months of each year
Source: Association of Banks in Lebanon, Byblos Research
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banks with $807m (24.6%), insurance firms with $153.4m (4.7%) and financial institutions with $83.4m (2.5%). Commercial banks
also represented 83.2% of investments in short-term debt securities, followed by medium and long-term banks with 7.7%, financial
institutions with 5.3% and insurance companies with 3.8%. In parallel, financial institutions' net assets in equities were $1.2bn and
accounted for 41.4% of total investments in such securities. They were followed by commercial banks with $788.7m (28%), medium
and long-term banks with $715.3m (25.4%) and insurance companies with $141.8m (5%).

The distribution of investments by destination shows that the United States was the leading recipient of equity investments by finan-
cial institutions operating in Lebanon, with investments reaching $1.47bn or 52.1% of the total at end-March 2014. Bahrain followed
with $251.4m (8.9%), Luxembourg with $141.5m (5%), France with $132.9m (4.7%) and Jordan with $132.7m (4.7%), while other
countries accounted for the remaining 24.5%. In parallel, the United Kingdom received $541.8m or 16.5% of investments in long-term
debt securities, followed by the United States with $442.6m (13.5%), France with $354.2m (10.8%), the UAE with $259.3m (7.9%),
and the Netherlands with $171.1m (5.2%), while other countries accounted for the remaining 46.2%. Further, Qatar attracted 51.4%
of Lebanese financial institutions’ investments in short-term debt securities, followed by the UAE with 17.1% and Australia with
14.2%.

Central Bank circular clarifies foreign borrowing of banks and financial institutions   
The Central Bank issued Intermediary Circular 378 dated November 12, 2014 that modifies Basic Circular 7274 dated April 15, 1999
about dealing with non-resident sectors. The amendments consist of adding a new article to the original circular.

The article puts conditions on banks and financial institutions domiciled in Lebanon that plan to borrow or to access funds from non-
resident financial institutions against guarantees or collateral in the form of Lebanese sovereign Eurobonds, foreign currency-denom-
inated Certificates of Deposits (CDs) issued by the Central Bank of Lebanon, and sovereign or corporate bonds from foreign issuers. 

First, it noted that the value of borrowed funds should not exceed 60% of the value of the sovereign Eurobonds and CDs or 50% of
the value of corporate bonds used as a guarantee. Second, it indicated that the total value of borrowed funds from non-resident finan-
cial sectors should not exceed 50% of the borrowing institution's Tier One capital. Third, it prohibited banks and financial institutions
from including the foreign currency-denominated CDs issued by the Central Bank of Lebanon as part of their net immediate liquidity
in foreign currency, in case they are used as guarantees against loans from non-resident financial institutions.   

Further, the new article stipulates that the deal between the two sides must allow Lebanese banks and financial institutions to freely
and unconditionally implement any necessary adjustments in case of a ratings downgrade to below 'BBB' of the foreign sovereign or
corporate bonds used as a guarantee. Finally, the article requires banks and financial institutions to build specific provisions, in case
of a downgrade in the ratings of the foreign sovereign or corporate bonds used as a guarantee, which would be commensurate with the
scale of the downgrade.

Foreign investments of financial sector at $6.2bn at end-
March 2014, commercial banks account for 68% of long-
term debt securities and for 28% of equity investments
Figures issued by the Central Bank show that the net investment
portfolio of Lebanese banks and financial institutions in foreign
debt and equity securities totaled $6.2bn at the end of March 2014,
constituting an increase of 0.6% from $6.1bn at end-2013.
Investments in long-term debt securities reached $3.3bn at the end
of March 2014 and accounted for 53.1% of the total, followed by
investments in equities with $2.8bn, or 45.5% of the total, while
short-term debt securities reached $83.2m or 1.3% of the total.
According to the Central Bank, the figures cover the net assets of
resident financial institutions in tradable debt and equity instru-
ments of non-resident issuers. They help provide a clearer picture
about the flow of funds from Lebanon and, therefore, about the bal-
ance of payments.

Commercial banks' net portfolio in foreign long-term debt securities
totaled $2.2bn and accounted for 68.2% of aggregate investments in
such securities at end-March 2014. The figure includes banks'
investment for their own account, on behalf of their clients and on a
custodial basis. They were followed by medium and long-term

Source: Central Bank, Byblos Research
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In parallel, the loss ratio of the fire category, or the ratio of claims incurred to earned gross premiums, was 30.8% in 2013 compared
to 55.1% in 2012 and to 54.7% for the sector's overall ratio last year. Also, the commission ratio for the fire category, or the ratio of
acquisition cost to earned gross premiums, reached 19% at end-2013 relative to 19.1% at end-2012 and to 17% for the sector last year.
Further, the fire segment's reinsurance ratio, or the ratio of net reinsurance income to earned gross premiums, increased to 25.5% in
2013 from 2.4% in 2012, relative to the insurance sector's ratio of 5.7%. The expense ratio, or the ratio of other general expenses to
earned gross premiums, stood at 15.1% in 2013 compared to 14.6% in 2012 and to the insurance sector's ratio of 13.4%. Finally, the
combined ratio of the fire category, which is the aggregate ratio of the above four ratios, was 90.5% in 2013 compared to 91.3% in
2012 and relative to the insurance sector's ratio of 90.8%.

Banque Libano-Française's net income down 3% to $74 in first nine months of 2014
Banque Libano-Française sal, one of Lebanon's top 10 banks, posted unaudited consolidated net profits of $73.8m in the first nine
months of 2014, constituting a decrease of 3.4% from the same period last year. Net operating income rose by 0.8% year-on-year to
$178.2m, with net interest income declining by a marginal 0.1% to $126m and net fees & commissions receipts rising by 4.4% to
$31.3m. Non-interest income accounted for 26.6% of total income, down from 31.4% in the first nine months of 2013, with net fees
& commissions accounting for 64.6% of non-interest earnings, up from 49.2% from the same period last year. Further, the bank's inter-
est margin was 1.66% in the first nine months of the year relative to 1.74% in the same period last year, while its net spread decreased
to 1.61% from 1.69% in the first nine months of 2013. Total operating expenditures grew by 3.9% year-on-year to $94.8 in the first
nine months of 2014, with staff expenses increasing by 7.6% to 57.4m. Also, the bank's return on average assets reached 0.89% on an
annualized basis in September 2014 relative to 0.97% in September 2013; while its return on average equity was 10.5% on an annu-
alized basis compared to 11.7% in September 2013. The bank's cost-to-income ratio increased from 46.9% in the first nine months of
2013 to 52% in the first nine months of 2014.

In parallel, total assets reached $11.1bn at the end of September 2014, constituting an increase of 0.4% from end-2013 and a rise of
5.1% from a year earlier. Loans & advances to customers, excluding loans & advances to related parties, rose by 9.6% from end-2013
and by 12.7% year-on-year to $3.9bn. Also, customer deposits, excluding deposits from related parties, totaled $9.5bn at end-
September 2014, constituting an increase of 1.9% from end-2013 and a rise of 5.2% from a year earlier. The loans-to-deposits ratio
rose to 41.5% at end-September 2014 from 39% a year earlier. In parallel, shareholders' equity rose by 1% from end-2013 to $926.2m
at end-September 2014.

Net profits of fire insurance segment at $12m, combined
ratio at 90.5% in 2013
Figures released by the Association of Insurance Companies in
Lebanon (ACAL) show that the aggregate net profits generated by the
fire insurance segment in Lebanon reached $12.4m in 2013, constitut-
ing an increase of 35.3% from net earnings of $9.1m in 2012, and rel-
ative to net profits of $8.9m in 2011 and $8.6m in 2010. The fire seg-
ment's gross written premiums rose by 7.9% to $94m in 2013 and
accounted for 6.7% of the sector's total written premiums. Policy fees
rose by 4.1% year-on-year to $18.1m and the cost of policies increased
by 4.4% to $6.6m, which resulted in net premiums of $69.3m in 2013.
Further, accepted premiums reached $5.9m last year, of which 29.4%
were from local sources.

Also, net investment income reached $4.2m last year, up 19.2% from
the preceding year. In parallel, the fire segment's paid claims increased
by 53.7% to $41.6m in 2013 and accounted for 5.7% of the insurance
sector's aggregate paid claims last year; while overall claim expenses
dropped by 40.4% to $28.5m in 2013. Further, net reinsurance expens-
es reached $23.6m in 2013, up 11.2 times from $2.1m in 2012; while
ceded premiums rose by 10.5% to $64.3m and paid reinsurance bene-
fits rose by 60.6% to $37.3m. Also, general insurance expenses
increased by 7.9% to $31.6m in 2013, with brokerage expenses rising
by 7.1% to $16.6m and administration costs surging by 12.8% to
$11.5m in 2013.      

Net Profits of the Fire Insurance Segment 
(US$m)



(in % unless specified) 2011 2012 2013         Change*
Nominal GDP ($bn) 40.1 42.5 44.3
Public Debt in Foreign Currency / GDP 52.2 57.4 58.9 150
Public Debt in Local Currency / GDP 81.7 78.3 84.3 600
Gross Public Debt / GDP 133.9 135.7 143.2 750
Total Gross External Debt / GDP 169.2 170.0 176.7 670
Trade Balance / GDP (39.7) (39.5) (39.0) 50
Exports / Imports 21.2 21.1 18.6 (250)
Fiscal Revenues / GDP 23.3 22.1 21.3 (80)
Fiscal Expenditures / GDP 29.1 31.3 30.8 (50)
Fiscal Balance / GDP (5.9) (9.2) (9.5) (30)
Primary Balance / GDP 4.2 (0.3) (0.5) (20)
Gross Foreign Currency Reserves / M2 79.2 69.4 69.6 20
M3 / GDP 242.6 244.6 250.8 620
Commercial Banks Assets / GDP 350.7 357.2 371.9 1,470
Private Sector Deposits / GDP 288.7 294.0 307.3 1,330
Private Sector Loans / GDP 98.3 102.2 106.9 470
Private Sector Deposits Dollarization Rate 65.9 64.8 66.1 130
Private Sector Lending Dollarization Rate 78.4 77.6 76.5 (110)

*year-on-year
Source: The PRS Group, Byblos Research
Note: Political & Composite Risk Ratings range from 0 to 100 (where 100 indicates the lowest risk)

Financial & Economic Risk ratings range from 0 to 50 (where 50 indicates the lowest risk)

* Change in basis points 12/13
Source: Institute of International Finance, Association of Banks in Lebanon, International Monetary Fund, Byblos Research Estimates & Calculations
Note: M2 includes money in circulation and deposits in LBP, M3 includes M2 plus Deposits in FC and bonds

Sovereign Ratings Foreign Currency Local Currency
LT ST        Outlook LT ST Outlook

Moody's B1 NP        Negative B1 Negative
Fitch Ratings B B          Negative B Negative
Standard & Poor’s B- B          Stable B- B Stable 
Capital Intelligence B B          Stable B B Stable
Source: Rating agencies
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Banking Ratings Banks' Financial Strength Banking Sector Risk Outlook
Moody's E+ Negative
EIU CCC
Source: Rating agencies

Risk Outlook

Regional Average Feb 2013 Jan 2014 Feb 2014 Change* Risk Level
Political Risk Rating 58.6 58.4 58.4 High
Financial Risk Rating 41.6 40.7              40.4              Very Low
Economic Risk Rating 36.3 35.8 35.9           Low
Composite Risk Rating 68.2 67.5 67.4 Moderate

Lebanon Feb 2013 Jan 2014 Feb 2014 Change* Risk Level
Political Risk Rating 53.0 52.0 52.0 High
Financial Risk Rating 35.0 38.0 38.0 Low
Economic Risk Rating 34.0 27.0 27.0 High
Composite Risk Rating 61.0 58.5 58.5 High
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