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Quote to Note

“As Lebanon is heavily reliant on its services sector, any disruption to stability, and
particulary to inflows of capital, will have a major impact both on economic growth and
the shape of any economy policy”

The Economist Intelligence Unit, on the link between political stability and eco-
nomic performance

Number of the Week

53%:

The percentage of members of Parliament who endorsed Mr. Najib Mikati's
candidacy for Prime Minister



Economic Indicators

$m (unless otherwise mentioned) 2008 Nov 09 2009 Sep10 Oct 10 Nov 10 % Change*
Exports 3,478 339 3,486 290 435 316 (6.78)
Imports 16,133 1,581 16,241 1,310 1,486 1,811 14.55
Trade Balance (12,655) (1,242) (12,755) (1,020) (1,051) (1,495) 20.37
Balance of Payments 3,462 280 7,899 186 (185) (673) (340.36)
Checks Cleared in LBP 9,350 850 11,122 1,124 1,849 1,626 91.29
Checks Cleared in FC 43,174 3,752 45,270 4,037 4,526 4,048 7.89
Total Checks Cleared 52,524 4,602 56,392 5,161 6,375 5,674 23.29
Budget Deficit/Surplus (2,921) (179) (2,960) (472) (460) (328) 83.24
Primary Balance 597 101 1,078 (44) (118) (32) (131.68)
Airport Passengers 4,085,334 380,342 4,986,544 550,421 417,378 467,131 22.82
$bn (unless otherwise mentioned) Dec 2008 Nov 09 July 10 Sep 10 Oct 10 Nov 10 % Change*
BdL FX Reserves 17.06 24.81 27.42 28.46 28.20 27.74 11.81
In months of Imports 15.03 15.69 18.92 21.7 18.9 15.3 (2.49)
Public Debt 47.02 50.46 51.00 50.85 51.13 51.77 2.60
Net Public Debt 41.49 44.01 44.13 44.64 4493 44.92 2.07
Bank Assets 94.25 113.57 121.68 126.74 126.65 127.57 12.33
Bank Deposits (Private Sector) 77.78 94.06 100.12 103.85 104.18 105.02 11.65
Bank Loans to Private Sector 25.04 28.81 31.71 33.82 34.39 34.92 21.21
Money Supply M2 24.76 33.19 38.02 39.32 39.31 39.31 18.44
Money Supply M3 68.66 81.04 86.74 90.06 90.57 91.00 12.29
LBP Lending Rate (%) 9.95 9.13 8.37 8.11 8.15 7.98 (115b.p.)
LBP Deposit Rate (%) 7.22 6.81 5.83 5.70 5.72 5.68 (113b.p.)
USD Lending Rate (%) 7.47 7.25 7.03 7.24 7.08 6.96 (29b.p.)
USD Deposit Rate (%) 3.33 3.07 2.75 2.78 2.81 2.80 (27b.p.)
%* Change in CPI** 6.36 4.47 7.42 7.15 8.69 10.82 635h.p.

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

Capital Markets

Most Traded | Last Price Total Weight in Sovereign Mid Price | Mid Yield
Stocks on BSE %) Volume Market Eurobonds $ %
Capitalization
Solidere "A" 19.67 8.20 346,300 15.31% May 2011 7.875 101.00 4.46
Solidere "B" 19.35 6.55 149,617 9.79% Mar. 2012 7.500 551.00 5.47
Byblos Common 1.92 6.67 185,107 5.37% Sep. 2012 7.750 106.00 3.84
Byblos Priority 191 3.24 643,451 3.06% June 2013 8.625 109.00 4.59
Byblos Pref. 08 103.00 0.00 20 1.60% Apr. 2015 10.000 117.50 5.32
BLOM GDR 10.34 0.88 77,826 5.95% Jan. 2016 8.500 113.00 5.47
BLOM Listed 10.37 1.17 132,259 17.36% May 2016 11.625 127.50 5.30
Audi GDR 8.20 (3.64) 57,041 5.98% Mar. 2017 9.000 116.50 5.77
Audi Listed 7.99 2.44 65,193 21.68% Nov. 2018 5.150 96.00 5.80
HOLCIM 16.50 (2.94) 2,463 2.51% Apr. 2021 8.250 115.00 6.24
Source: Beirut Stock Exchange (BSE); *Week-on-week Source: Byblos Capital Markets

January 24-28 | January 17-21 | % Change | December 2010 | December 2009 | % Change

Total Shares Traded 1,689,257 733,916 130.17 3,399,412 3,174,705 7.1
Total Value Traded $14,708,158 $733,916 104.00 $33,080,487 $49,395,829 (33.0)
Market Capitalization $12.85bn $12.50bn 2.78 $12.68bn $12.84bn (1.3)

Source: Beirut Stock Exchange (BSE)
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Lebanon in the News

Sustainable investments at $125m, Lebanon ranks last in
region in market readiness

The International Finance Corporation estimated the volume of sustain-
able investments (SI) in Lebanon at $125m, accounting for 0.2% of
overall Sl in the Middle East & North Africa region. It said that when
excluding the amount of Shari'ah-compliant investment, Sl in Lebanon

Market Preparedness Level (%)

would reach $25m, equivalent of 0.15% of the region's Sl ex-Shari‘ah Oman | 516
investment. The IFC defines sustainable investment as investment tech- UAE |47.8
niques that integrate environmental, social and governance (ESG) o

value drivers into financial research and investment processes. Also, Tunisia | |47.1
the IFC ranked Lebanon in last place in the MENA region on its Market Qatar |43.3
Preparedness Index, which evaluates market readiness for Sl in 11 Arab o

countries. The index rates the SI readiness of each country on a scale of Bahrain | |427

0 to 100, with 100% being the most ready market. Lebanon received a Jordan |40.1

score of 35%, significantly below the Arab average of 41.3%. The 8

assessment of market preparedness covers two main components that Kuwait |39.3

are investment, ESG regulations & country performance; and ESG dis- g, ,qi Arabia | |38.7

closure. The first component carries a weight of 66.7% and the second .

sub-index has a 33.3% weight in the index. The IFC said Lebanon, like Morocco |37.4

other Levant countries, is still at an early developmental stage for SlI Egypt 7—| 371

readiness and practices. 8

Lebanon | 34 7

Lebanon tied with Morocco in last place in the MENA region on the ‘ ‘ ‘ ‘ ‘ ‘ ‘
Investment, ESG Regulations & Country Performance Sub-Index. 25 30 3% 40 45 50 5
Lebanon came in last place with a score of 46% on the Investment
Laws and Regulation category. The survey said the impact of invest-
ment regulations on S| depends on the ease of investment, clear regu-
latory frameworks, type of investment incentives provided, level of foreign investment and level of domestic investment, among oth-
ers. Also, Lebanon ranked in last place regionally on the Corporate Governance laws and Regulations & Performance category. It came
in 10th place ahead of Morocco on the corporate governance laws & regulations segment and in last place in terms of corporate gov-
ernance performance. It received a weighted score of 49% on the overall category compared to a regional average of 61%. The survey
said sound corporate governance regulations and practices can have a significant impact on investment flows by building confidence
and building a stronger reputation for investors. It noted that this could lead to increased access to capital and lower cost of equity.
Further, Lebanon ranked in 6th place on the Environmenta, Regulations & Performance category, ahead of Saudi Arabia, Bahrain,
Morocco, Kuwait and Egypt. It received a weighted score of 55% compared to a regional average of 57%. The IFC said regulations
that aim to protect the local environment and that are strictly enforced represent strong drivers to accelerate Sl, with the potential to
influence corporate behavior towards sustainability practices. Finally, Lebanon ranked in third place on the Social Regulations &
Performance category, tying with Bahrain and Qatar. It received a score of 57% relative to the regional average of 61%. The survey
said the social development of a country and the process of safeguarding citizens' rights are the building blocks for fostering socially
responsible investment.

Source: International Finance Corporation, Byblos Research

In parallel, Lebanon tied with Bahrain, Kuwait and Qatar in last place on the ESG Disclosure Sub-Index, which reflects the level of
corporate ESG reporting by companies, and commitments to international voluntary arrangements by asset managers. The IFC said
disclosure of ESG performance is essential to Sl activity, as it is the primary source of ESG data. It noted that companies that are trans-
parent are more likely to be valued by Sl investors as well as by general investors and stakeholders.

Support for Iragi refugees in Lebanon at $13m in 2011

The United Nations High Commission for Refugees (UNHCR) estimated Lebanon's need to support registered Iraqgi refugees at $13.1m
in 2011. Lebanon's office has already raised $9.1m from the U.S., the European Union and other European countries, and aims to raise
more funds from Arab countries according to Le Commerce du Levant. The UNHCR estimates the number of Iraqi refugees registered
in Lebanon at around 8,285, placing Lebanon as the third largest host country after Syria and Jordan. It added that the number of Iraqi
refugees in Lebanon tripled since 2007, although 2,000 Iraqis left Lebanon to the U.S., Canada and Australia while only 47 returned
to Iraq in 2010. The Lebanese government approved in September 2010 a decree allowing Iraqi refugees to obtain a one-year residence
permit, but the decree has yet to be implemented. The UNHCR announced an inter-agency appeal for $280m to support over 190,000
Iraqi refugees living in the region
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Lebanon in the News

Lebanon ranks 43rd globally, 16th in developing countries in
terms of outstanding external debt

Figures released by the Bank for International Settlements (BIS) show that International Debt Securities as at September 2010
Lebanon's external debt totaled $23.7bn at the end of September 2010,  offshore centers Outstanding Amount ($bn) Rank
ranking it in 43rd place globally and in 16th place among developing coun-

N ; Cayman Islands 1,145.8 1
tries. Lebanon als_o rgnked |n_7th place among 15 off_shore cenFers and 4th Netherlands Antilles 98.9 5
among 20 countries in the Middle East & Africa region. The figure repre-

. . . S Bermuda 75.9 3

sents the outstanding amount of international debt securities issued by both i 56.0 A
public and private institutions residing in the country. Lebanon accounted Ingapore '

for 0.09% of the world's and for 2.1% of developing countries’ outstanding 709 Kong 55.6 °

external debt. Globally, Lebanon came ahead of Czech Republic, Colombia ~ VWest Indies, UK 33.0 6

and China and behind Qatar, South Africa and Switzerland. Lebanon 237 7

Panama 10.9 8

Lebanon's outstanding external debt increased by 0.1% in the first nine Bahamas 10.3 9

months of 2010 compared to an increase of 8.9% in developing countries Bahrain 7.0 10

and a 1.2% rlse |n offshore CenterS. It tOtalF.‘d $23.66bn at the end Of 2009. Source: Bank for International Sett'ements’ Byb'os Research
Lebanon's stock of external debt at end-September 2010 was above the
average of $16.8bn per country for developing countries.

Lebanon accounted for 1.5% of offshore centers' total external debt, ranking ahead of Panama and behind the West Indies. Further,
Lebanon accounted for 15.8% of international debt securities in the Middle East & Africa region, ahead of Israel with $16.4bn and
behind Qatar with $25.7bn. The outstanding amount of international debt securities in all offshore centers totaled $1,530.4bn, while
that of developing countries reached $1,109.9bn as at end-September 2010. The UAE had the highest outstanding external debt in the
Middle East & Africa region with $52.6bn as at end-September 2010.

In parallel, Lebanon's net debt issuance totaled $67 million in the first 9 months of 2010, ranking it in 63rd place globally and in 34th
place among developing countries. Globally, it came ahead of Liechtenstein, Aruba and Uruguay and behind Barbados, Nigeria and
Panama. Lebanon's net debt issuance in the first 9 months of 2010 was lower than the global average net issuance of $12.1bn and the
average net issuance in developing countries of $2bn. It accounted for 0.7% of the Middle East & Africa's net issues. Qatar was the
highest net issuer in the Middle East & Africa region in the first 9 months of 2010 with $3.9bn.

International Debt Securities ($bn)

Top 10 ME&A Outstanding Amount Net Issuance Net Issuance
issuers End- September 2010 End- September 2010 2009
UAE 52.6 24 8.7
South Africa 26.2 35 1.0
Qatar 25.7 39 10.5
Lebanon 23.7 0.1 -0.4
Israel 16.4 21 0.6
Saudi Arabia 7.8 0.2 2.4
Egypt 6.0 15 0.3
Tunisia 34 -0.4 -0.2
Iraq 2.7 - -
Cote d'lvoire 2.6 15 -

Source: Bank for International Settlements, Byblos Research

Telecommunications Ministry expects 3G services in seven months

The Ministry of Telecommunications launched a project to upgrade Lebanon's telecom network to third generation technologies (3G).
The implementation of the 3G service is expected to increase by 70 times the speed of current mobile Internet services. It said the
upgraded network will have the capacity to provide high-speed mobile Internet to up to 850,000 subscribers to the network, and medi-
um-level speed to 1.5 million subscribers. The ministry indicated that the overall investment costs for the network upgrade total
$80.3m, including $15.7m in maintenance fees, a $36.2m contract with Ericsson to upgrade the MIC1 network operated by Alfa, a
$25.6m contract with the Chinese firm Huawei to upgrade the MIC2 network operated by MTC Touch, and a $2.7m contract with
Nokia Siemens to provide equipments. The network upgrade is expected to be finalized in seven months. In parallel, the ministry
announced the extension of the Alfa and MTC Touch operating contracts for one year.
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Lebanon in the News

Lebanese economy at emerging stage for mergers & acquisitions
The Cass Business School's M&A Maturity Index ranked Lebanon in 13th Arab Countries M&A Scores and Maturity Levels

place among 18 Arab countries, and classified Lebanon as an 'emerging' Country Score Maturity Level
market for mergers and acquisitions (M&A). The index evaluates 175 UAE 70% Transitional
countries' capacity to attract and sustain M&A activity based on regulato- Tunisia 62% Transitional
ry, economic, financial, political, technological and socio-cultural factors. Qatar 60% Transitional
It classifies countries in three stages of developments for M&A that are - . .
\ L . ) ! N . Saudi Arabia 58% Transitional
mature', 'transitional' and 'emerging', with the latter category reflecting the Bahrai 560/ Transitional
lowest maturity level. The index rates the M&A maturity level of countries a ra}m . o° rans! !ona
on a scale of zero to 100, with 100% being the highest maturity level. ~ Mauritania 5% Transitional
Lebanon received a score of 39%, below the global average of 71% and the Kuwait 53% Transitional
Arab average of 49%. Oman 53% Transitional
Morocco 52% Transitional
Lebanon ranked in 15th place regionally on the Economic Factors catego- Jordan 51% Transitional
ry. The survey noted that existing firms as well as new entrants would ben- Egypt 48% Emerging
efit from high growth potential as a result of Lebanon's strong GDP growth. Sudan 40% Emerging
Also, Lebanon came in 9th place among Arab countries on the Financial Lebanon 39% Emerging
Factors category, as firms are expected to benefit from the easy access to Iraq 34% Emerging
domestic banking credit in the country, which would lead to business Syria 33% Emerging
expansion. Algeria 29% Emerging
; : o Libya 29% Emerging
Further, Lebanon came in 15th place in the Arab world on the Political .
Yemen 27% Emerging

Factors category. The survey considered that the weak political situation .
would cause high uncertainty and risk for investors. It added that the low ~ Source: Cass Business School, Byblos Research
level of corruption controls in Lebanon leads to a high level of uncertainty

. . . . Components of the Maturity Index for Lebanon
around transactions and future business operations. In addition, Lebanon

. . . Lebanon Arab
tied with Yemen in 12th place on the Regulatory Factors category. The sur- Score Average
vey stated that the country's low tax level reduces the risk of taxation as a Economic Factors 50% 65%
major constraint for transactions and future business operations. Financial Factors 46% 46%

. . . Political Factors 13% 49%

Lebanon ranked in fourth place regionally on the Socio-Cultural Factors Regulatory Factors 38% 48%
category. The study considered that the high level of education and train- Sociocultural Factors 63% 57%

ing of Lebanon's workforce would lead to high economic potential. Finally, Technological Factors 25% 20%
Lebanon tied with Syria and Kuwait in eighth place on the Technological

Source: Cass Business School, Byblos Research
Factors category.

Launch of wind power project

The National Wind Atlas project, an initiative intended to raise the country's output of sustainable energy, was launched under the
Country Energy Efficiency and Renewable Energy Demonstration Project for the Recovery of Lebanon (CEDRO). The initiative esti-
mates that utilizing wind power could generate up to 6.1 gigawatts each year, or about 75% of the country's 2010 electricity consump-
tion. CEDRO is managed by the United Nations Development Program (UNDP) program in partnership with the Ministry of Energy
& Water, Ministry of Finance, and the Council for Development & Reconstruction. It was established in October 2007 and has a five-
year mandate and a budget of $9.73m funded by the Lebanon Recovery Fund. The UNDP hopes that the Wind Atlas project could help
the country raise the contribution of sustainable energy to 12% of its total energy demand by 2020. Last June, the Central Bank of
Lebanon and the UNDP signed a memorandum of understanding for technical cooperation to launch a national initiative for energy
efficiency and renewable energies (NEEREA). The MoU includes a complete funding mechanism that allows organizations from dif-
ferent sectors to implement models of energy conservation for the first time in Lebanon.

Lebanon purchases 25,000 tons of wheat in anticipation of price increases

The Ministry of Economy & Trade purchased 25,000 tons of wheat at $368 per ton in anticipation of record-high prices in global wheat
markets. It expected the amount to meet local needs for at least three months, in addition to wheat traders' existing stocks that can meet
two months of local demand. Lebanon suspended wheat exports starting on August 13, 2010 as a precautionary measure aimed at pro-
tecting the domestic wheat market in light of developments in the international wheat markets. Last summer's drought and unusual heat
in Russia forced authorities to halt wheat exports following reports that 20% of this year's harvest has been destroyed, raising global
prices, as Russia is the world's third largest wheat producer after the United States and Australia. Lebanon imports 450,000 tons of
wheat and exports 50,000 tons of wheat annually.
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Lebanon in the News

Central Bank tightens anti-terrorism financing measures

The Central Bank of Lebanon issued Intermediary Circular 241 modifying Basic Circular 83 by explicitly adding "terrorism financing"
to Basic Decision No 7818 dealing with anti-money laundering procedures at banks and financial institutions. As such, the modified
circular's title becomes Regulations on the Control of Financial and Banking Operations for Fighting Money Laundering and the
Financing of Terrorism. The new directives ask banks to supervise operations with their customers to avoid involvement in the financ-
ing through several measures. These measures include essentially the same explicit procedures that existed for detecting and prevent-
ing money laundering activity. They cover, among others, verifying the identity and activities of foreign correspondent banks; exercis-
ing control on their operations with clients to avoid involvement in money laundering or terrorism financing operations; Know Your
Customer procedures, especially for determining the economic right owner; verifying the identity of all resident or non-resident per-
manent and transient clients, notably when opening any type of account and for lending operations; and for cashier's operations exceed-
ing $10,000 or the equivalent in any other currency.

Lebanon's Parliament voted Law 381 in April 2001 to combat money laundering while maintaining the country's banking secrecy. The
law established an independent Special Investigation Commission (SIC) against money laundering. The SIC received 202 suspected
cases of money laundering in 2009 and referred to judicial authorities 77 cases. As a result, authorities lifted banking secrecy on 14
cases, of which two cases were referred from foreign governments and organizations and 12 cases from domestic sources.
Counterfeiting and forgery accounted for 24% of reported cases, followed by terrorism & transfer of funds with 8.2%, embezzlement
of private funds with 7%, drugs with 4.1%, embezzlement of public funds with 2.3%, organized crimes with 1.8% and illegal weapons
trafficking with 0.6%, while the remaining 52% of cases were not categorized.

Lebanon ranks 118th globally, first in Arab world in political

freedoms

In its annual survey on political freedoms in 194 countries, non-profit Arab Countries’ Scores & Rankings
organization Freedom House ranked Lebanon in 118th place worldwide Arab  Global

and first among 19 Arab countries in 2011. Lebanon also ranked in 30th Country Score Rank Rank Category
place among the 37 Upper Middle Income countries (UMICs) included in Lebanon 4.0 1 118  Partly Free
the survey. Lebanon came in 115th place globally and first regionally in Morocco 45 2 127  Partly Free
the 2010 survey. The survey rates each country on political rights and on Kuwait 45 2 127 Partly Free

civil liberties based on a scale of one to 7, with one representing the high-
est degree of freedom and 7 the lowest level. The combined average of

e ) — : Algeria 55 4 148  Not Free
eac'h countr;lls ratings determines an overall status of 'Free', 'Partly Free', Bahrain 55 4 148 Not Free
or 'Not Free'. L

Djibouti 55 4 148 Not Free
Globally, Lebanon tied with eight countries that include Nepal, Egypt 5.5 4 148 Not Free
Guatemala and Nigeria. It ranked ahead of Pakistan, Thailand and Jordan 55 4 148  Not Free
Kosovo and came behind 14 tied countries that include Georgia, Mauritania 55 4 148  Not Free
Colombia and Bangladesh. It also tied with Malaysia, came ahead of Oman 55 4 148  Not Free
Venezuela and Russia and behind Turkey and Mexico among UMICs. Qatar 55 4 148  Not Free
Lebanon came in the 'Partly Free' category, unchanged from the previous UAE 55 4 148 Not Free
year. Lebanon's level of freedom was unchanged this year at four points, Yemen 55 4 148  Not Free
bel_ow the global average of 3.3 points and the UMICs average of .2.4 Iraq 55 4 148 Not Free
points, _but better than the MENA and Arab levels of 5.2, and 5.6 points Tunisia 6.0 15 169 Not Free
respectively. i .

Saudi Arabia 6.5 16 178 Not Free
Lebanon tied with 16 countries that include Singapore, Togo and Guinea, Syria 6.5 16 178 Not Free
and came immediately behind 17 tied countries such as Kenya and Libya 7.0 18 186 Not Free
Georgia on the Political Rights Sub-Index, which reflects the citizens' Sudan 7.0 18 186  Not Free
ability to participate freely in the political process. It tied with Morocco Source: Freedom House 2011

and Iraq, and ranked behind Kuwait only in the Arab region. Lebanon's
level of Political Rights reached 5 points, below the global average of 3.4
points and the UMICs' average of 2.4 points, but above the MENA and
Arab levels of 5.5 and 6 points respectively.

Lebanon tied with 31 countries that include Ukraine, Senegal and Paraguay, and ranked a behind 31 tied countries like Panama, South
Africa and Jamaica on the Civil Liberties Sub-Index. This category reflects the freedoms of expression and belief, associational and
organizational rights, rule of law, and personal autonomy. Lebanon ranked first in the Arab region on this category. Lebanon's level
of civil liberties reached 3 points, above the global average of 3.2 points, but below the UMICs average of 2.4 points, and above the
MENA and Arab levels of 4.9 and 5.2 points respectively.
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Lebanon in the News

Economy Ministry bans repatriation of rejected Lebanese exports

The Ministry of Economy & Trade announced the implementation of a 2009 law prohibiting the return of Lebanese exported goods
that were declined by destination countries. It stated that the law addresses specific situations such as fraud, damaged products, prod-
ucts with toxic substance and products that do not conform to international standards. The law exempts inadequately labeled products
and goods that do not cause harm to consumers. The ministry expected the exporting firm to bear the costs of disposing of the returned
merchandise or of freight charges in case the ministry allows the products' repatriation to Lebanon, as well as to notify the Consumer
Protection Department.

Trade deficit up 7% to $13.7bn, non-oil imports rise by 10% 2010

Total imports reached $18bn in 2010, constituting an increase of 10.6% in 2009, while aggregate exports rose by 22% to $4.25bn, lead-
ing to a trade deficit of $13.7bn, up 7% year-on-year. Imports of oil and mineral fuels increased by 14% year-on-year to nearly $3.7bn,
while non-hydrocarbon imports grew by 10% to $14bn. The rise of non-oil imports was mainly driven by higher imports of natural or
cultured pearls, reactors, boilers, machinery and mechanical appliances, iron and steel and pharmaceutical products. The coverage ratio
reached 23.7% in 2010 compared to 21.45% in the previous year. The trade deficit was $983m in December 2010, down 3.2% from
the same month of the previous year. Imports averaged $1.5bn and exports averaged $354m on a monthly basis in 2010, resulting in
an average monthly trade deficit of $1.14bn during the year.

In volume terms, imports reached 15 million tons 2010, constituting an increase of 3% from 2009, while exports rose by 5% to 3.1
million tons in the same period, leading to a trade deficit of 11.9 million tons, up 2% year-on-year. Imports of oil and mineral fuels
decreased by 8% year-on-year to nearly 6 million tons, while non-hydrocarbon imports rose by 11% annually to 9 million tons.

The United States was the main source of imports with $1.9bn or 11% of the total, followed by China with $1.6bn (9%), Italy with
$1.4bn (8%), Germany with $1.26bn (7%) and France with $1.2bn (7%). Imports from Germany rose by 20% year-on-year from
France by 18%, from Italy by 10%, from China by 3%, while imports from the U.S. dropped by 3% for the covered period. Switzerland
was the main export destination with $502m or 12% of the total, followed by the UAE with $418m (10%), Iraq with $267m (6%),
Saudi Arabia with $246m (6%) and Turkey with $231m (5%). Exports to Turkey rose by 120%, to the UAE by 26% year-on-year, to
Saudi Arabia by 1%, while exports to Switzerland declined by 35%, to Syria by 2% and Irag by 1%. Lebanon's main export was jew-
elry at $1,109m or 26% of total exports, followed by machinery and mechanical appliances with $742m (17%), base metals with
$460m (11%), prepared foodstuff with $324m (8%) and chemical products with $310m (7%). Re-exports totaled $153m in 2010, up
6.25% from $144m last year.

Customs receipts up 5% to $1.9bn in 2010

Customs revenues reached $1.93bn in 2010, up 5.2% from $1.83bn in 2009. Custom revenues totaled $150m in December compared
to $153.6m in November 2010 and to $155.2m in December 2009. The Port of Beirut continues to be the main point of customs
receipts, accounting for 87.8% of the total 2010, and was followed by the Hariri International Airport with 5.5%, the Port of Tripoli
with 3.3%, and the Masnaa crossing point with 2% of the total. Customs receipts from the value-added tax totaled $1.5bn last year, up
9.5% from $1.37bn in2009. The Port of Beirut accounted for 75.6% of such receipts, and was followed by the Hariri International
Airport with 8.8%, the Port of Tripoli with 6.8%, and the Masnaa crossing point with 6.1% of the total. As such, overall custom receipts
reached $3.42bn in 2010, with the Port of Beirut accounting for 82.5% of the total, and was followed by the Hariri International Airport
with 6.9%, the Port of Tripoli with 4.8%, and the Masnaa crossing point with 3.8% of the total. In addition, other entry points account-
ed for the balance, with the port of Saida for 1.5%, the port of Tyr for 0.2%, and the crossing points of Abboudieh, Arida and Kaa for
the rest. Overall customs receipts reached $276m in December 2010 when including revenues from the value-added tax that totaled
$125.8m in the same period. Total customs receipts declined by 4.3% month-on-month.
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Corporate Highlights

Byblos Bank's profits up 22.5% to $178m in 2010

Byblos Bank sal, one of Lebanon's top 3 banking and financial services groups in Lebanon, declared consolidated net profits of
$178.4m in 2010, constituting an increase of 22.5% from $145.6m in 2009. Net interest income reached $282.5m, up 10% from 2009,
while net fees & commission income increased by 9.4% to $84.7m and net trading income dropped by 41.5% to $14.6m in 2010. As
a result, operating income rose by 20% to $455.3m. Total assets reached $15.3bn at the end of 2010, constituting a rise of 12.6% from
the end of 2009, while net loans & advances to customers increased by 18% to $3.76bn at end-2010. Customers' deposits totaled
$11.8bn, up 16% from end-2009. The Bank's total equity reached $1.6bn at end-2010, up 25.4% from end-2009. Earnings per common
ordinary share rose by 4.6% to LBP 401.6, equivalent to $0.27 per share, and earnings per common priority share increased by 4.1%
to LPB 449.98, or $0.3 per share. The Byblos Bank Group has a direct presence in Irag, Syria, Sudan, the United Arab Emirates,
Nigeria, Armenia and the Democratic Republic of Congo, as well as in Belgium, France, the United Kingdom and Cyprus.

Bank of Beirut acquires Australian bank

Bank of Beirut sal agreed to acquire an 85% stake in Laiki Bank (Australia) Ltd for €104.3m. Laiki Bank is owned by the Cyprus-
based group Marfin Popular Bank Public Co Ltd (MPB). MPB will retain a 15% share in Laiki Bank and has an option to sell its
remaining stake to Bank of Beirut after February 2013. Laiki Bank (Australia) Ltd was incorporated in 2001 and offers banking serv-
ices and products to the Cypriot and Greek communities in Australia through a network of 10 branches and 125 employees. It had total
assets of €680m, loans of €543m and deposits of €565m at end-September 2010. MPB indicated that is has also agreed to a strategic
cooperation with Bank of Beirut regarding the operations of the two banks in Australia, Cyprus and Lebanon. Bank of Beirut has
already received the necessary approval from the Australian Prudential Regulatory Authority and MPB obtained the approval of the
Central Bank of Cyprus. The transaction's completion is subject to the approval of the Central Bank of Lebanon. The transaction rep-
resents a multiple of approximately 1.67 times of the net book value of Laiki Bank at end-September 2010. MBP is the second largest
banking group in Cyprus with a 15% market share in loans and a 19% share in deposits. It is also present in Greece, Russia, Ukraine,
Romania, Serbia, the UK, Malta, Estonia and Australia.

Muhanna Rating Services takes rating actions on insurance firms

In its annual set of ratings of insurance firms in the Arab world, insurance rating agency i.e. Muhanna & co Rating Services reaffirmed
the 'A" financial strength rating of ADIR Insurance sal, the insurance affiliate of the Byblos Bank Group. ADIR came in the 'secure'
category, which includes insurers with a sound and balanced capacity to meet policyholders' obligations. It said the financial strength
of ADIR is based on good levels of liquidity and underwriting profitability. Further, the agency upgraded Arabia Insurance Company's
financial strength rating to 'A+' from 'A’ due to a decrease in the firm's underwriting exposure and a decline in its combined ratio. It
said the rating is based on a good level of underwriting exposure, good liquidity and average underwriting profitability. It also reaf-
firmed the Mediterranean & Gulf Insurance and Reinsurance Co. sal (MEDGULF Lebanon) financial strength rating of 'A-' based on
an improved but still high level of underwriting exposure and good underwriting profitability.

The agency kept the financial strength rating of Crédit Libanais d'Assurance (CLA) at 'BBB+' and of LIA at 'A+' due to good levels of
underwriting exposure and underwriting profitability. It also maintained the rating of Arab Lebanese Insurance Group (ALIG) at 'BBB-
" due to high levels underwriting exposure and unfavorable underwriting profitability. It kept the ratings of Arab Re at 'BBB', with the
firm's rating based on a good level of underwriting exposure but an unfavorable level of underwriting profitability. Further, the agency
assigned a rating of 'BBB' to Capital Insurance & Reinsurance Company sal based on a high level of underwriting exposure and good
level of underwriting profitability. In parallel, it downgraded the rating of United Commercial Assurance sal to 'BBB+' from 'A-' due
to an increase in underwriting exposure, adding that the rating is based on good liquidity, good underwriting profitability and a high
level of underwriting exposure. It also downgraded the ratings of Victoire Insurance Co sal to 'BBB-' from 'BBB+' due to a rise in
underwriting exposure, an increase in the combined ratio and a decrease in liquidity. It said the firm's rating is based on very high under-
writing exposure, low liquidity and unfavorable underwriting profitability.

French firm to introduce mobile phone banking services

French company PayMobey SA announced plans to introduce mobile phone banking services in Lebanon, which would allow bank
customers to use their cellular phones to make payments, transfer money within and outside Lebanon, withdraw money from ATMs
and pay dues, bonds or bills. It will also allow for Real Time Processing, or the immediate implementation of banking operations, and
provides services in multiple languages and currencies, in addition to other advanced services. PayMobey SA is a subsidiary of French
Group Happydoo SA that specializes in Internet traffic management, electronic wallets and online bank systems.

Malaysian firm gets power plants contract

The Energy Ministry announced that YTL Corporation Berhad, a Malaysian group that specializes on the ownership and management
of regulated utilities and other infrastructural assets, won the operation and maintenance contract for the Zahrani and Deir Ammar
power plants. YTL Power is expected to succeed Keloco, the Lebanese subsidiary of the Korea Electric Power Corporation, whose con-
tract expires in February 2011. Also, the new contract is expected to increase Lebanon's power generation capacity by 50 Megawatts.
The ministry did not disclose the value of the new contract. The Zahrani and Deir Ammar power plants generate 900 Megawatts and
account for 60% of Lebanon's total 1,500 Megawatts output.

LEBANON THIS WEEK January 24-29, 2011



Ratio Highlights

(in % unless specified) 2007 2008 2009 Change*
Nominal GDP(1) ($bn) 25.0 29.9 34.9

External Debt / GDP 84.9 70.7 60.9 (980)
Local Debt / GDP 83.2 86.5 85.5 (100)
Total Debt / GDP 168.1 578 146.4 (1,090)
Total External Debt / GDP 194 172 169.2 (280)
Trade Balance / GDP (36.0) (42.3) (36.5) 580
Exports / Imports 23.8 21.6 215 (10)
Budget Revenues / GDP 23.2 21.7 22.9 120
Budget Expenditures / GDP 334 24.5 24.8 30
Budget Balance / GDP (10.2) (2.7) (1.9 80
Primary Balance / GDP 2.9 2.0 3.1 110
BdL FX Reserves / M2 59.4 67.5 71.2 370
M3/ GDP 239.3 229.6 235.2 560
Bank Assets / GDP 329.0 315.2 330.2 1,500
Bank Deposits / GDP 269.1 260.1 274.4 1,430
Private Sector Loans / GDP 81.7 83.7 81.3 (240)
Dollarization of Deposits 77.3 69.6 64.5 (510)
Dollarization of Loans 86.4 86.6 84.0 (260)

* Change in basis points 08/09
(1) Based on Ministry of Finance Estimations and the International Monetary Fund
Source: Association of Banks in Lebanon, Byblos Research Calculations

Note: M2 includes money in circulation and deposits in LBP, M3 includes M2 plus Deposits in FC and bonds

Risk Outlook

Lebanon Oct 2009 Sep 2010  Oct 2010 Change* Risk Level
Political Risk Rating 56.5 59.5 58.5 A High
Financial Risk Rating 28.0 28.0 28.0 > High
Economic Risk Rating 35.5 35.5 35.5 —— Low
Composite Risk Rating 60.0 61.5 61.0 A Moderate
Regional Average Oct 2009 Sep 2010 Oct 2010 Change* Risk Level
Political Risk Rating 65.1 64.6 64.5 Y Moderate
Financial Risk Rating 42.0 42.2 42.3 A Very Low
Economic Risk Rating 34.8 38.2 38.2 A Low
Composite Risk Rating 70.9 72.5 72.5 A Low
*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)
Ratings & Outlook
Sovereign Ratings Foreign Currency Local Currency
LT ST Outlook LT ST Outlook
Moody's B1 NP Stable B2 Stable
Fitch B B Stable B Stable
S&P B B Stable B B Stable
Capital Intelligence B B Stable B B Stable
Source: Rating agencies
Banking Ratings Banks' Financial Strength Banking Sector Risk Outlook
Moody's D- Stable
EIU B Stable

Source: Rating agencies
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Byblos Bank Group
P.O. Box 11-5605
Beirut — Lebanon
Tel: (961) 1 338 100
Fax: (961) 1 217 774
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Lebanon This Week is a research document that is owned and published by Byblos Bank sal. The contents of this publication, includ-
ing all intellectual property, trademarks, logos, design and text, are the exclusive property of Byblos Bank sal, and are protected pur-
suant to copyright and trademark laws. No material from Lebanon This Week may be modified, copied, reproduced, repackaged, repub-
lished, circulated, transmitted, redistributed or resold directly or indirectly, in whole or in any part, without the prior written authoriza-
tion of Byblos Bank sal.

The information and opinions contained in this document have been compiled from or arrived at in good faith from sources deemed
reliable. Neither Byblos Bank sal, nor any of its subsidiaries or affiliates or parent company will make any representation or warranty
to the accuracy or completeness of the information contained herein.

Neither the information nor any opinion expressed in this publication constitutes an offer or a recommendation to buy or sell any assets
or securities, or to provide investment advice. This research report is prepared for general circulation and is circulated for general infor-
mation only. Byblos Bank sal accepts no liability of any kind for any loss resulting from the use of this publication or any materials
contained herein.

The consequences of any action taken on the basis of information contained herein are solely the responsibility of the person or organ-
ization that may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities
or investment strategies that may be discussed in this report and should understand that statements regarding future prospects may not
be realized.
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BYBLOS BANK GROUP

LEBANON BELGIUM
Byblos Bank S.A.L Byblos Bank Europe S.A
Achrafieh - Beirut Bussels Head Office
Elias Sarkis Avenue - Byblos Bank Tower 10, Rue Montoyer
P.0.Box: 11-5605 B-1000 Brussels - Belgium
Riad El Solh - Beirut 1107 2811 - Lebanon Phone: (+32) 2 551 00 20
Phone: (+961) 1 335200 Fax: (+32) 251305 26
Fax: (+961) 1339436 E-mail: byblos.europe@byblosbhankeur.com
SYRIA ENGLAND
Byblos Bank Syria S.A London Branch
Abu Roummaneh Head Office Berkeley Square House - Suite 5
Al Chaalan - Amine Loutfi Hafez Str. Berkeley Sq.
P.O.Box: 5424 Damascus - Syria GB - London W1J 6BS - United Kingdom
Phone: (+963) 11 9292 -3348240/1/2/3/4 Phone: (+ 44) 207 493 35 37
Fax: (+963) 11 3348207 Fax: (+44) 207 493 12 33
E-mail: bybloshanksyria@bybloshank.com E-mail: byblos.europe@byblosbhankeur.com
IRAQ FRANCE
Erbil Branch, Kurdistan, Iraq Paris Branch
Street 60, 15 Rue Lord Byron
Near Sports Stadium F- 75008 Paris - France
P.O.Box: 34 - 0383 Erbil - Iraq Phone: (+33) 145631001
Phone: (+964) 66 2233457 /9 Fax: (+33)145611577
Fax: (+964) 66 2233458 E-mail: byblos.europe@byblosbhankeur.com
E-mail: iragbranch@byblosbank.com.Ib
SUDAN

Baghdad Branch, Iraq Byblos Bank Africa Ltd.
Karada - Salman Faeq Street Khartoum - Sudan
Facing Al Sheruk Building El Amarat -Street 21
P.0O.Box: 3085 Al Elweyah - Iraq P.0.Box: 8121 El Amarat - Khartoum - Sudan
Phone: (+964) 17177493 Phone: (+249) 183 566 444

(+964) 1 7177294 Fax: (+249) 183 566 454
E-mail: aabdelkader@byblosbank.com E-mail: byblosbankafrica@byblosbank.com
UNITED ARAB EMIRATES NIGERIA
Byblos Bank Abu Dhabi Representative Office Byblos Bank Nigeria Representative Office
Intersection of Muroor and Electra Streets 10-14 Bourdillon Road
P.O.Box: 73893 Abu Dhabi - UAE Ikoyi, Lagos - Nigeria
Phone: (+ 971) 2 6336400 Phone: (+234) 1 6653633
Fax: (+971) 2 6338400 (+234) 1 8990799
E-mail: bybloshankuae@byblosbank.com E-mail: nigeriarepresentativeoffice@byblosbank.com.lb
ARMENIA DEMOCRATIC REPUBLIC OF CONGO
Byblos Bank Armenia CJSC Byblos Bank RDC
18/3 Amiryan Street 4, Avenue du Marche
Yerevan, 37500 - Republic of Armenia C/Gombe, Kinshasa, Democratic Republic of Congo
Phone: (+ 374) 10 530 362 Phone: (+ 243) 817 070701
Fax: (+ 374) 10 535 296 (+243) 991 009001

E-mail: melamm@bybloshank.com.lb
CYPRUS
Limassol Branch
1, Arch. Kyprianou / St. Andrew Street
P.O.Box 50218
3602 Limassol - Cyprus
Phone: (+357)25341433/41/5
Fax: (+ 357) 25 367139
E-mail: bybloscyprus@byblosbank.com
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