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Economic Indicators

$m (unless otherwise mentioned) 2009 Dec 10 2010 Sep 11 Oct 11 Dec 11 % Change*
Exports 3,486 487 4,256 334 351 338 (30.60)
Imports 16,241 1,470 17,956 1,792 2,508 1,665 13.27
Trade Balance (12,755) (983) (13,700) (1,458) (2,157) (1,327) 34.99
Balance of Payments 7,899 1,243 3,326 (302) (590) 692 (44.33)
Checks Cleared in LBP 11,122 1,278 13,519 1,147 1,233 1,370 7.20
Checks Cleared in FC 45,270 4,370 53,925 5,181 5,123 5,094 16.57
Total Checks Cleared 56,392 5,648 67,444 6,328 6,356 6,464 14.45
Budget Deficit/Surplus (2,960) (62) (2,892) (419) (118) (391) 531.32
Primary Balance 1,078 276 1,232 44 280 (73) (126.57)
Airport Passengers 4,986,544 369,735 5,552,260 582,383 448,620 441,214 19.33

$bn (unless otherwise mentioned) Dec 2009 Dec 10 Aug 11 Sep 11 Oct 11 Dec 11 % Change*
BdL FX Reserves 25.66 28.60 30.64 30.62 30.51 30.82 7.74
In months of Imports 18.6 19.46 17.82 17.09 12.17 18.51 (4.87)
Public Debt 51.09 52.59 53.40 54.35 54.22 53.64 2.00
Net Public Debt 44.11 45.01 45.71 45.80 45.78 46.35 2.98
Bank Assets 115.25 128.93 138.06 138.42 139.54 140.58 9.04
Bank Deposits (Private Sector) 95.77 107.20 112.95 113.39 114.19 115.72 7.95
Bank Loans to Private Sector 28.37 34.93 38.92 38.76 39.22 39.38 12.74
Money Supply M2 34.16 39.40 37.35 37.68 37.90 38.90 (1.27)
Money Supply M3 82.08 92.15 95.21 95.63 92.26 97.23 5.51
LBP Lending Rate (%) 9.04 7.91 7.53 7.37 7.27 7.38 (53b.p.)
LBP Deposit Rate (%) 6.75 5.68 5.53 5.58 5.60 5.63 (5b.p.)
USD Lending Rate (%) 7.28 6.74 7.16 6.92 7.10 7.02 28b.p
USD Deposit Rate (%) 3.05 2.80 2.80 2.84 2.82 2.83 3b.p.
%* Change in CPI** 4.20 6.19 6.49 5.27 3.14 4.27 (192b.p.)

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" 14.44 0.91 85,763 13.48%
Solidere "B" 14.51 (0.76) 11,767 8.80%
Byblos Common 1.66 0.61 1,068,525 5.57%
Byblos Pref. 08 105.10 0.00 0 1.96%
Byblos Pref. 09 103.10 0.00 0 1.92%
BLOM GDR 7.90 0.38 48,017 5.45%
BLOM Listed 7.65 (1.92) 113,367 15.35%
Audi GDR 6.49 (0.15) 16,479 6.06%
Audi Listed 6.21  1.80 15,091 20.25%
HOLCIM 16.50 0.00 184 3.01%

Capital Markets

Sovereign Coupon Mid Price Mid Yield 
Eurobonds % $ %

Mar. 2012 7.500 99.96 11.59
Sep. 2012 7.750 100.25 7.18
June 2013 8.625 107.38 2.60
Apr. 2014 7.375 107.75 3.46
Jan. 2015 5.875 104.25 4.26
Apr. 2015 10.00 117.75 3.87
Jan. 2016 8.500 114.90 4.25
Mar. 2017 9.000 119.15 4.66
Nov. 2018 5.150 100.20 5.11
Apr. 2021 8.250 119.00 5.55

March 19-24, 2012

Source: Beirut Stock Exchange (BSE)

March 19-23 March 12-16 % Change February 2012 February 2011 % Change
Total Shares Traded 1,368,291 438,447 212 3,288,030 7,279,483 (54.83)
Total Value Traded $4,734,135 $2,103,526 125.1 $28,733,271 $29,306,533   (1.96)
Market Capitalization $10.71bn $10.68bn (0.12) $10.57bn $12.07bn (12.36)



Lebanon in the News
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Lebanon wins best sovereign borrower award in the EMEA region
EMEA Finance magazine, a leading provider of financial and capital markets information and analysis on the Emerging Europe, the
Middle East and Africa region, extended to the Republic of Lebanon its annual award for Best Sovereign Borrower in the EMEA region
for 2011. It said that, in a year when worries mounted over levels of leverage around the world, the emerging EMEA region still man-
aged to produce some truly groundbreaking deals. It indicated that Lebanon managed to raise $3.6bn across three international
issuances during 2011 even as debt markets around the world seized up. It noted that the three issues consisted of $1bn in May, $1.2bn
in July and $1.4bn in November. It added that the Lebanese government used a variety of local and international banks across the three
issuances that included Byblos Bank, Citi, HSBC, Deutsche Bank and Standard Chartered Bank, as well as Blom Bank and Fransabank.
Byblos Bank co-lead managed in May 2011 a $1bn dual-tranche Eurobond under the Republic of Lebanon's Global Medium Term
Note Program. The first tranche consisted of an 8-year $650m bond that matures in May 2019 and carries a coupon rate of 6% paid
semi-annually, and the second tranche consists of an 11-year $350m bond that matures in October 2022 and carries a coupon rate of
6.1% paid semi-annually. Also, Byblos Bank was the sole Lead Manager for the issuance of a long-term maturities denominated in
Lebanese pounds. The issue was a seven-year LBP 1,500bn bond that carries a coupon rate of 7.9%. The two transactions took place
on the basis of the Republic of Lebanon's Global Medium Term Note Program.  

In parallel, EMEA Finance extended its Best Sovereign Bond in the Middle East award to the $1.4bn raised by the Republic of Lebanon
in November 2011. Also, the award for Best Sovereign Bond in the EMEA region went to Qatar; the award for Best Sovereign Bond
in Central & Eastern Europe went to the Slovak Republic; and the Best Sovereign Bond in Africa award went to the Republic of
Namibia. EMEA Finance will officially present the awards to the winners at a ceremony to be held in London in July.

Economic recovery this year to mainly depend on developments in Syria 
Barclays Capital estimated that real GDP growth in Lebanon could reach 3.5% in 2012, in case capital spending in the energy sector
materializes and if the wage increase drives consumption, as well as from favorable base effects. But it warned that downside risks to
growth and to the economy's external position have considerably exacerbated with the escalation of the Syrian crisis. It noted that the
effects of the crisis are gradually spilling over into Lebanon. It said that security incidents in the North have dented confidence, and
institutional paralysis and domestic political infighting had a serious negative effect on growth in 2011. It indicated that this has led to
a contraction in tourism activity, a slowdown in trade and in the real estate sector, as well as to milder demand for credit. It added that
the crisis negatively impacted the country's external position, as the balance of payments posted a deficit of $2bn in 2011 compared to
an average surplus of $3.6bn over the past five years. It attributed the shift to a larger deficit in goods trade as oil prices soared, and to
a fall in non-goods flows, namely in tourism receipts and capital inflows.

It considered that Lebanon's economic recovery this year will mainly depend on developments in Syria; how Lebanese political fac-
tions respond to them; and the effects they will have on investor confidence, tourism and trade. It added that many traders have
bypassed the transit route through Syria and have resorted to alternative and more expensive routes to export their goods to Middle
Eastern countries; while Lebanese banks significantly reduced their exposure to Syria in order to limit the spillover to their balance
sheets. 

Barclays noted that the impact on Lebanon's growth from protracted civil strife in Syria is difficult to quantify at this stage. It said that
the Lebanese economy has proved its resilience during past episodes of severe stress, such as the Hariri assassination in 2005 and the
war with Israel in 2006, but it warned not to under-estimate the complicated nature of the Syrian crisis and the severity of possible sce-
narios that may unfold given Lebanon's fractious political landscape. It pointed out that the risk of an extended conflict in Syria brings
to the fore Lebanon's long-standing vulnerabilities, including the short-dated maturity structure of bank deposits, relatively high levels
of deposit dollarization, and the Central Bank's reliance on issuing high yielding Certificates of Deposits to manage bank liquidity,
which weigh on its financial position and that of its net international reserves. However, it said that Lebanon benefits from significant
buffers to face external shocks; as the country has more than $33bn in gross foreign exchange reserves, enough to deal with around
$3.5bn short-term foreign currency denominated public debt; and still moderate deposit growth.

Finance Ministry raises yields on 12-month Treasury bills by 50 basis points 
The Ministry of Finance raised the yield on 12-month Treasury bills by 50 basis points to 5.33%, the highest yield since May 2010.
The increase came in response to the recommendation by the International Monetary Fund in its Article IV Consultation earlier this
year to raise interest rates on Lebanese pound-denominated debt. The Fund considered that letting interest rates on T-bills with matu-
rities of less than 7 years rise would compensate for higher risks and make them attractive to banks. In turn, this would allow the
Treasury to reduce its reliance on the Central Bank or on 7-year T-bills, and would encourage the government to finance its operations
from the market. It noted that this could also lower the average cost of borrowing and allow targeting a smoother maturity profile of
government debt. Political uncertainties and tight liquidity in Lebanese pound reduced banks' appetite for pound-denominated govern-
ment debt in 2011. Only high-yielding 7-year T-bills drew strong demand, as banks stayed away from T-bills with shorter maturity that
yield about the same or less than what banks pay on pound deposits. The resulting shortfall in demand for T-bills with shorter maturi-
ties was picked up by the Central Bank, which prevented interest rates from rising.
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Occupancy at Beirut hotels at 62%, room yields up 48% in
first two months of 2012
Ernst & Young's benchmark survey of the Middle East hotel sector indi-
cated that the average occupancy rate at hotels in Beirut was 62% in the
first two months of 2012 compared to 43% in the same period last year.
The occupancy rate at Beirut hotels was the 12th highest among 21 mar-
kets in the region, while it was the lowest in the first two months last
year. Beirut's occupancy rate was higher than that of cities in Kuwait,
Bahrain and Egypt. Occupancy rates at Beirut hotels were 60% in
January and 64% in February 2012 compared to 44% in January and
42% in February 2011. 

The survey said the average rate per room at Beirut hotels was $216 in
the first two months 2012, ranking the capital's hotels as the 10th most
expensive in the region. The average rate per room at Beirut hotels
increased by 3% year-on-year, and posted the 10th highest increase
among all markets in the region. The average rate per room in Beirut
came above the regional average of $189.5, which dropped by 3.4%
from $196 in the same period last year. 

Further, revenues per available room (RevPAR) were $135 in Beirut in
the first two months of 2012, up from $92 in the same period last year,
and ranking it in 10th place in the region. Beirut's RevPAR increased
47.5% year-on-year, compared to a decrease of 1.7% across the region,
and posted the second highest increase in the region after Madina with a
rise of 62.6%. Beirut posted RevPARs of $139 in January and $131 in
February 2012 compared to $99 in January and $84 in February 2011.
Dubai-Beach posted the highest average room rate in the region at $392
and the highest RevPAR at $321, while Dubai-Apartments posted the
highest occupancy rate at 94% in the first two months 2012.

Hotel Performance in first two months of 2012
Occupancy RevPAR RevPAR
Rate (%) (US$) % change

Dubai Apartments 94 127 15.3 
Dubai City 90 196 11.9 
Makkah 87 192 22.0 
Dubai Overall 87 238 8.1 
Dubai Beach 81 321 1.4 
Abu Dhabi 80 177 (19.7)
Muscat 78 165 (6.8)
Jeddah 78 178 29.1 
Amman 76 108 40.1 
Madina 68 118 62.6 
Doha 63 165 (24.3)
Beirut 62 135 47.5 
Riyadh 62 149 (2.1)
Sharm Shaikh 57 27 (10.8)
Al Ain 56 85 (24.0)
Cairo Pyramids 51 63 (10.9)
Kuwait 51 133 (28.9)
Hurghada 47 16 (34.4)
Manama 40 93 (31.0)
Cairo Overall 34 38 (39.2)
Cairo City 31 34 (44.6)
Source: Ernst & Young, Byblos Research

Central Bank asks banks to abide by international sanctions and to apply FACTA
In its monthly meeting with the Association of Banks in Lebanon (ABL), Central Bank Governor Riad Salamé indicated that the bank-
ing sector needs to face the challenges related to the sanctions imposed on some countries in the region, and urged banks to abide by
the sanctions in order to maintain relations with correspondent banks in the United States and Europe. He encouraged Lebanese banks
to cooperate as closely as possible with the Banking Control Commission to conduct a new stress test following information about pay-
ment problems that some Syrian borrowers are facing, which would result in an increase in provisions. The governor also urged banks
to follow a conservative policy and to limit dividend distribution to 25% of profits, so they can use the balance of 75% to strengthen
their capital and to meet the Basel III targets by the end of 2015.

In parallel, Governor Salamé considered that Lebanese banks need to apply the United States' Foreign Account Tax Compliance Act
(FACTA). He stressed on the need to reach an agreement similar to the one reached between European countries and the U.S.
Department of the Treasury. He considered that the Central Bank will have to play the role of agent on behalf of the Lebanese bank-
ing sector, rather than having each bank reach a separate agreement with the U.S. Internal Revenue Service. FACTA seeks to identi-
fy U.S. taxpayers who have accounts at non-U.S. financial institutions, and aims to enforce reporting of those accounts through with-
holding. It requires non-U.S. financial institutions to enter into compliance agreements with the U.S. Treasury by June 30, 2013 and
to identify and report U.S. accounts annually.

Number of tourists down 6% in the first two months of 2012
The number of incoming tourists to Lebanon totaled 193,384 in the first two months of 2012, constituting a decrease of 5.7% from
204,979 tourists during the same period last year. Arab tourists accounted for 44.2% of total visitors in the first two months of the year,
and were followed by visitors from Europe with 28.3%, the Americas with 11.4%, Asia with 9%, Africa with 4.7%, and Oceania with
2.2%. The number of African tourists increased by 30.1% annually in the first two months of 2012, followed by Arab tourists with a
15.2% increase and tourists from the Americas with a rise of 4.8%. In parallel, the number of tourists from Asia declined by 57.1%
annually, those from Oceana dropped by 5.4%, and tourists from Europe decreased by 4.4%. Also, tourists from Iraq accounted for
9.6% of total visitors in February 2012, followed by visitors from France with 8.1%, Jordan with 7.5%, Saudi Arabia with 6.7%, and
Kuwait with 6%. Incoming tourists totaled 1.66 million in 2011, down 24% year-on-year. 
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Structural reforms to add up to 2.9 percentage points to economic growth annually
The World Bank indicated that implementing reforms, such as increasing public investment, improving the efficiency of public spend-
ing, reducing macroeconomic volatility, and enforcing intellectual property rights (IPRs) would lead to an increase in long-term
growth. It considered that Lebanon's core infrastructure in electricity, roads and sanitation is deficient in several respects; and that
access to reliable and cost-effective infrastructure services constitutes a major constraint on economic activity. It added that the effi-
ciency of public spending is poor and many infrastructure sectors suffer from deficiencies in their regulatory frameworks, poor gover-
nance, and inefficiencies of public utilities. It pointed out that these deficiencies are detrimental to domestic and foreign long-term
investments, and that the non-implementation of structural reforms would result in opportunity costs in terms of long-term growth
prospects.   

According to World Bank simulations, a 50% increase in public investment would add 0.6 percentage points to a benchmark real GDP
growth rate of 4%; while an improvement by about 25% in the efficiency of public spending on infrastructure and education would
generate an additional 0.5 percentage point of growth. The Bank added that the reduction in volatility and macroeconomic imbalances,
as measured by an 80% rise in FDI, would add 0.08 percentage points to long-term growth; while an improvement in the enforcement
of IPRs would generate up to 0.8 percentage points in additional growth. 

In parallel, the World Bank said that the combined effect of higher public investments, improved efficiency of public spending,
improved competition and reduced macroeconomic volatility would add 1.3 percentage points to the average yearly long-term GDP
growth over a horizon of 15 years. It noted that this would lead to a real GDP per capita that is 21% higher than it would have been if
long-term growth had remained at the annual average benchmark rate of 4%. It stated that the growth reward can start materializing at
the first year of reforms implementation, but added that the full impact on growth will be realized with the completion of all reforms,
which may take up to five years. It noted that when including the enforcement of IPRs to the reforms, long-term GDP could improve
by up to 2.9 percentage points, while real GDP per capita in 15 years would be at least 50% higher than the benchmark rate of 4%. 

The World Bank said that structural reforms in Lebanon are indispensable to generate employment for the young and skilled segments
of the population, to increase wealth generated domestically, and to raise the welfare of the population in general. It added that the
recent developments in the Arab region and in host countries of the Lebanese Diaspora have underlined the urgency for decision-mak-
ers to build an economy that is more resilient to external shocks and that promotes employment creation. It noted that Lebanon lacks
the political will to engage in a process of reform that would create a more diversified, innovation-driven economy that is capable of
generating the high number of jobs required to absorb the increase in the country's skilled labor force.

Consumer Price Index up 3.4% annually in February
The Central Administration of Statistics' Consumer Price Index indicates that inflation increased by 3.4% in February 2012 from
February 2011. Prices of alcoholic beverages & tobacco increased by 11.1%, followed by education (+7.5%), food & non-alcoholic
beverages (+6.3%), clothing & footwear (+5.3%), recreation & entertainment (+5.2%), water, electricity, gas & other fuels (+4.8%),
restaurants & hotels (+4.6%), miscellaneous goods & services (+3.4%), health care (+2.3%) and furnishings & household equipment
(+2.1%). In parallel, housing prices and communication prices remained unchanged, and those of transportation declined by 0.8% year-
on-year. Imported inflation accounts for about 70% of inflation in the country, as Lebanon has an import-based economy. Lebanon
imports most of its energy needs and the value of imports historically has been equivalent to about five times that of exports.

The Consumer Price Index increased by 0.8% in February 2012 from January 2012. Prices of transportation increased by 3.2%, fol-
lowed by restaurants & hotels (+1.3%), water, electricity, gas & other fuels and miscellaneous goods & services each (+1.1%), health
care (+0.7%), food & non-alcoholic beverages (+0.6%), furnishings & household equipment and recreation & entertainment each
(+0.2%) and clothing & footwear (+0.1%). Further, the cost of housing, communication and education remained unchanged month-
on-month and that of alcoholic beverages & tobacco declined by 0.4%. The Consumer Price Index grew by 3.1% year-on-year in
December 2011 and increased by 3.6% year-on-year in November.

Launch of national bioenergy strategy
The Ministry of Energy & Water and the UNDP-CEDRO project launched the National Bioenergy Strategy for Lebanon. The strate-
gy focuses on the development of waste-to-energy plants and on enhancing government support for the production of electricity and
heat with biomass. It also plans to promote a national action plan for the development of liquid fuels production to reduce the coun-
try's dependence on imported fossil fuels and to develop the agricultural sector. Also, the strategy focuses on financial incentives that
include the restructuring of existing tariffs to eliminate the financial deficit in the electricity sector and to improve collection rates. It
aims to contribute to the government's goal of achieving 12% of the country's total energy needs from renewable energy sources by
2020. It noted that Lebanon could produce biofuels equivalent to 17% of current fossil fuel consumption in the transportation sector. 

In parallel a study that aims to define and develop key elements to be considered in the formulation of the National Bioenergy Strategy
indicated that Lebanon has a relatively abundant availability of bioenergy resources. It said that approximately one third of the coun-
try's land is arable, with the most fertile areas located along the coastal strip and in the Beqaa Valley. It noted, however, that the devel-
opment of sustainable bioenergy in rural areas is lagging behind the modest goals that have been formulated in the past. It found that
the most promising bioenergy streams are residues from forestry fellings, residues from fruit and olive trees, and residues from cere-
als and energy crops on currently unused land. 
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Arab Countries’ Scores & Rankings 
Overall Arab      Global
Score Rank Rank

UAE 0.6454 1 103
Kuwait 0.6322 2 105
Tunisia 0.6255 3 108
Bahrain 0.6232 4 110
Qatar 0.623 5 111
Mauritania 0.6164 6 114
Jordan 0.6117 7 117
Lebanon 0.6083 8 118
Algeria 0.5991 9 121
Egypt 0.5933 10 123
Syria 0.5896 11 124
Oman 0.5873 12 127
Morocco 0.5804 13 129
Saudi Arabia 0.5753 14 131
Yemen 0.4873 15 135
Source: World Economic Forum, Byblos Research

Components of the Global Gender Gap Index in 2011
Global Arab UMIC

Global Arab UMIC Lebanon Average Average Average
Category Rank Rank Rank Score Score Score Score
Economic Participation & Opportunity 123 7 29 0.4482 0.6340 0.4458 0.6166
Educational Attainment 90 6 29 0.9773 0.9487 0.9288 0.9864
Health & Survival 1 1 1 0.9796 0.9711 0.9696 0.9718
Political Empowerment 128 11 31 0.0282 0.1631 0.0553 0.1329
Source: World Economic Forum, Byblos Research

Lebanon ranks 118th globally, eighth among Arab countries in terms of
gender gap
The World Economic Forum ranked Lebanon in 118th place among 135 countries on
its Global Gender Gap Index for 2011, and in eighth place among 15 Arab countries.
It also ranked Lebanon in 29th place among 32 upper-middle income countries
(UMICs) included in the survey. Lebanon ranked in 116th place globally, in sixth
place among Arab countries and in 29th place among UMICs and in the 2010 survey.
The index ranks countries according to gender equality rather than women empow-
erment, and aims to capture the magnitude and scope of gender-based disparities in
each country and to track their progress over time. The index is based on four sub-
indices that measure Economic Participation & Opportunity, Educational
Attainment, Health & Survival, and Political Attainment.

Globally, Lebanon ranked ahead of Cameroon, Nigeria and Algeria, and came behind
Jordan, Ethiopia and Burkina Faso. It also ranked ahead of Algeria and Turkey, and
came behind Fiji and Suriname among UMICs. Lebanon received a score of 0.6083
points, lower than the global and the UMICs averages of 0.6792 points and 0.6769
points respectively, but slightly above the MENA and the Arab averages of 0.6042
points and 0.5999 points respectively. Lebanon's score was unchanged from the 2010
survey when it was included in the index for the first time. 

Lebanon ranked ahead of Algeria and Iran, and came behind Egypt and Nepal on the
Economic Participation & Opportunity Sub-Index, which captures the participation,
remuneration and advancement gaps between men and women in the work environ-
ment. It ranked ahead of Algeria and behind Fiji among UMICs, and ahead of Algeria
and behind Egypt in the Arab world.  

Also, Lebanon ranked ahead of Madagascar and Saudi Arabia, and came behind Cyprus and Peru on the Educational Attainment Sub-
Index, which captures the gap between women's and men's current access to education through ratios of women to men in primary-,
secondary- and tertiary-level education. Lebanon ranked ahead of Algeria and behind Peru and Jamaica among UMICs, and came
ahead of Saudi Arabia and behind Kuwait in the Arab world. 

Further, Lebanon ranked first along with 37 other countries on the Health & Survival Sub-Index, as it came ahead of the United States
and the Czech Republic. It ranked ahead of Russia, Colombia, Romania and Bulgaria among UMICs, and tied with Mauritania and
came ahead of Egypt and Saudi Arabia in the Arab world. Further, Lebanon ranked ahead of Oman and Iran, and came behind Hungary
and Egypt on the Political Empowerment Sub-Index. This category captures the ratio of women to men in minister-level and parlia-
mentary positions, in addition to the number of years in executive office. It ranked ahead of only Iran among UMICs, and came ahead
of Oman and behind Egypt in the Arab world
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Social safety net and subsidies programs are costly, badly-targeted and fragmented 
The International Monetary Fund estimated the amount that the Lebanese government spends on subsidies and on its social safety net
at about 4% of GDP annually, of which 3% of GDP go to direct subsidies and 1% of GDP to social programs. It indicated that
Lebanon's allocation to its social safety net is below the global average of 2% of GDP and to the Middle East & North Africa histori-
cal average of about 1.7% of GDP. 

It noted that the official social safety net in Lebanon is provided through three channels, which are social services to specific vulnera-
ble groups administered by the Ministry of Social Affairs through welfare institutions and non-governmental organizations; fee waivers
for hospitalizations that cover 85% of private hospital fees for those who do not have any insurance coverage; and price subsidies for
diesel, tobacco and bread. It said that fee waivers for hospitalization account for more than half of the social safety net funds, while
the remaining funds are equally divided between the Ministry of Social Affairs' services and price subsidies. Further, the IMF said that
the subsidy provided to Electricité Du Liban (EdL) accounted for 97.3% of total subsidies provided in Lebanon in 2010. It added that
transfers to EdL were equivalent to 2.9% of GDP in 2010, which is higher than the region's oil importing countries of 2% of GDP. It
noted that production subsidies accounted for the remaining 0.1% of GDP, including wheat subsidy at 0.03% of GDP and agricultur-
al export subsidy at 0.08% of GDP.      

In parallel, the IMF pointed out that Lebanon's social safety net and subsidies programs are costly, badly-targeted and fragmented. It
said that Lebanon relies largely on generalized subsidies, which are relatively easy to administer but that tend to benefit the well-off.
It noted that the services are provided by different agencies with little coordination, and that some of them lead to waste in resources
and distortions. It said that the hospitalization program is subject to leakages and weaknesses. It added that there is also an abuse of
some subsidies, such as petroleum stations buying and stocking large quantities of subsidized diesel in order to sell them at higher
prices when the subsidy is not provided. It also considered that tobacco subsidies hamper the development of the sector because farm-
ers have no incentive to increase their production and raise quality to international standards.  

The Fund considered that the government should focus on gradually replacing universal subsidies with cost-effective and well target-
ed ones, especially in the electricity sector. It also encouraged Lebanon to narrow the scope of some subsidies and integrate new pro-
grams with existing ones. It added that the government should address data gaps on social indicators, and should have a communica-
tion strategy to raise awerness and generate broad support for reforms.
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Byblos Bank declared consolidated net profits of $179.7m in 2011, constituting an increase of 1.2% from $177.7m in 2010. Total assets
reached $16.6bn at end-2011, constituting a rise of 8.6% from the end of 2010; while net loans & advances to customers increased by
6.3% to $4bn at end-2011. Customers' deposits totaled $12.7bn, increasing by 7.6% from end-2010. The Byblos Bank Group has a
direct presence in Syria, Sudan, Iraq, the United Arab Emirates, Nigeria and Armenia, as well as in Belgium, France, the United
Kingdom, and Cyprus.

Profits of top 12 banks up 1.2% to $1.5bn in 2011
The unaudited consolidated net profits of the Alpha Group of banks reached $1.48bn in 2011, constituting an increase of 1.2% from
$1.46bn in 2010. The Alpha Group consists of 12 banks with deposits in excess of $2bn each. Total net operating income rose by 6%
to $3.6bn, with aggregate net interest income increasing by 5.5% to $2.4bn and net fees & commissions receipts growing by 13.9% to
$657.8m year-on-year. Also, non-interest income accounted for 34.7% of total income 2011, down from 35.5% in 2010; with net fees
& commissions earnings representing 49% of non-interest income. The net interest spread remained unchanged at 1.97% for 2011 from
the previous year. Also, total operating expenditures increased by 9.1% year-on-year to $1.8bn, with staff expenses increasing by
13.5% to $1bn. Further, the cost-to-income ratio increased marginally to 47.4% in 2011 relative to 47.2% in the previous year. The
banks' total assets reached $143.3bn at end-2011, constituting a 12% increase from end-2010; while aggregate loans & advances rose
by 19% annually to $39.6bn. Customer deposits totaled $117.1bn at the end-2011, constituting an increase of 12% from end-2010. 

In parallel, the banks' loans-to-assets ratio increased to 28.5% at end-2011 from 26.9% at end-2010, while the loans-to-deposits ratio
increased to 34.1% at end-2011 from 32.2% a year earlier. The ratio of loans-to-deposits in local currency increased to 18.4% at end-
2011 compared to 15% at end-2010, while that in foreign currency increased slightly to 41.1% at end-2011 from 40.7% a year earli-
er. Also, the banks' net return on average assets reached 1.16% in 2011 relative to 1.25% in 2010; while their net return on average
equity was 13.12% last year relative to 13.87% in 2010. Further, the primary liquidity-to-deposits ratio reached 39.6% at end-2011,
down from 40.2% at end-2010. The equity-to-assets ratio declined to 8.3% at end-2011 compared to 9.1% a year earlier. Also, the col-
lective provisions-to-net loans ratio increased to 1% at end-2011 from 0.83% at end-2010. 

BankMed's net income up 11% to $118m in 2011
BankMed sal, one of Lebanon's top 10 banks, announced unaudited consolidated net profits of $117.5m in 2011, up 11.2% from 2011.
Net operating income rose by 7.3% to $343.8m, with net interest income rising by 11% to $216.7m and net fees & commission income
growing by 7% to $43.3m year-on-year. Non-interest income accounted for 39.5% of total income, down from 45.2% in 2010. The
bank's interest margin was 2.1% last year relative to 1.95% in 2010, and its net spread improved to 1.94% from 1.79% in the previous
year. Also, operating expenditures increased by 1.6% to $208.2m year-on-year. The cost-to-income ratio declined to 56.6% in 2011
from 57.6% in the previous year. Total assets reached $11.8bn at end-2011, constituting a 5.4% rise from end-2010, while loans &
advances to customers increased by 21% year-on-year to $3.5bn. Customer deposits totaled $8bn at end-2011, constituting an increase
of 2.8% from end-2010. The bank's return on average assets improved from 0.97% in 2010 to 1.02% in 2011; and its return on aver-
age equity rose from 9.4% in 2010 to 11.2% in 2011.

Byblos Bank announces dividends for 2011, invites share-
holders to General Assembly
The Board of Directors of Byblos Bank sal announced that it will pro-
pose to the Bank's Ordinary General Assembly the distribution of divi-
dends of LBP 200 per share for holders of Common Shares. Upon the
General Assembly's approval, the shares' dividends will be paid net of
a 5% distribution tax. In parallel, the Board of Directors of Byblos
Bank sal invited its shareholders to its Annual General Assembly to be
held on April 10, 2012. The agenda of the meeting includes hearing the
Board of Directors and the auditors' reports for 2011, approving the
financial statements of 2011, granting clearance to the Chairman and
Board members for their administrative duties during 2011, and elect-
ing a new Board of Directors for the financial year 2012. 

Byblos Bank maintains a Capital Adequacy Ratio (CAR) well above
the Basel II criteria, as its Common Equity CAR reached 9.64% at end-
2011, above the 8% minimum required ratio by Basel III. Also, the
bank's Net Tier One CAR was 13.29% at end-2011, compared to the
minimum Basel III required ratio of 10%; while the Bank's Total Equity
CAR reached 13.61% relative to the 12% minimum required ratio by
2015. The CAR figures do not incorporate the Bank's profits for 2011.

Byblos Bank CAR at end-2011 vs Basel III Targets

Source: Byblos Bank

13.3% 13.6%

8%

12%

9.6% 10%

0%

5%

10%

15%

Common Equity
CAR

Net Tier O ne
CAR

Total Equity
CAR

Byblos Bank Basel III



Corporate Highlights

LEBANON THIS WEEK March 19-24, 20128

Muhanna Rating Services takes rating actions on insurance firms
In its annual set of ratings of insurance firm 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 and average level of underwriting exposure. Also, the
agency upgraded the Mediterranean & Gulf Insurance and Reinsurance Co. sal (MEDGULF Lebanon) financial strength rating to 'A'
from 'A-' due a drop in underwriting exposure and an increase in profitability. It said that the rating is based on improved but still high
level of underwriting exposure, good underwriting and overall profitability and stronger loss reserve. It also upgraded the rating of
Arab Re to 'BBB+' from 'BBB' as a result of a decrease in underwriting exposure and in the combined ratio. It said that the rating
reflects the firm's good level of underwriting exposure, satisfactory capital position, good overall profitability and stronger loss reserve,
but unfavorable level of underwriting profitability. Further, it increased the rating of United Commercial Assurance sal to 'A-' from
'BBB+' due to a decrease in underwriting exposure and strengthening of reserves, adding that the rating is based on good liquidity and
underwriting exposure as well as good underwriting and overall profitability. It also increased the ratings of Victoire Insurance Co sal
to 'BBB' from 'BBB-' due to a fall in underwriting exposure and in the combined ratio. It said the firm's rating is based on better lev-
els of underwriting and overall profitability, better level of liquidity, but high level of underwriting exposure and weak loss reserve. 

In parallel, the agency kept the financial strength rating of Crédit Libanais d'Assurance (CLA) at 'BBB+' due to good levels of under-
writing exposure and overall profitability and that of LIA at 'A+' due to good levels of underwriting exposure and underwriting prof-
itability. It also maintained the rating of Arab Lebanese Insurance Group (ALIG) at 'BBB-' due to high levels underwriting exposure
and unfavorable level of underwriting profitability. Further, it affirmed the rating of Capital Insurance & Reinsurance Company sal at
'BBB' based on a good level of underwriting profitability, but high level of underwriting exposure. The agency downgraded Arabia
Insurance Company's financial strength rating to 'A' from 'A+' due to an increase in the firm's underwriting exposure. It said the rating
is based on a good level of liquidity and underwriting profitability, but the firm has a high level of underwriting exposure.

CMA CGM's ratings downgraded on poor results 
Moody's Investors Service downgraded the corporate family rating of the Lebanese-owned and France-based container shipping group
CMA CGM to 'B3' from 'B2' and the firm's probability of default to 'Caa1' from 'B2'. It also downgraded to 'Caa2' from 'Caa1' the com-
pany's $325m and $475m worth of senior unsecured notes that mature in 2019 and 2017, respectively. It kept the company's ratings
on review for further downgrade. 

The agency attributed the downgrades to the group's weaker-than-expected results last year, mainly due to the poor performance of the
industry in 2011 that was caused by the oversupply of vessels and severely reduced freight rates. It said the downgrades also reflect
the company's plan to submit a proposal to its banks to restructure part of its debt. It noted that CMA CGM's negative performance
last year led to a significant reduction in its liquidity headroom, which drove the company to discuss with banks a restructuring of its
debt for 2012 and 2013. Moody's noted that a restructuring of CMA CGM's debt would help the company maintain a sufficient cash
buffer to better withstand the business volatility of the industry. It warned that the weakening of the group's profile increased signifi-
cantly its probability of default. In parallel, the agency indicated that CMA CGM has a sound business profile with solid market shares
globally, as well as a distinctive position in some secondary lanes that are more profitable. It added that the group's limited order-book
limits its financial needs for capital spending in the near future. Moody's said the ratings would come under pressure if a lack of short-
term improvement in market conditions negatively affects CMA CGM's financial leverage ratio, in case of liquidity pressure, and if
the company fails to restore headroom under covenants.

Earlier this month, Standard & Poor's downgraded its long-term corporate credit ratings on CMA CGM SA to 'B-' from 'B+'. It also
lowered its issue ratings on the company's debt to 'CCC' from 'B-', and placed all issuer and issue ratings on CreditWatch with nega-
tive implications. It attributed the downgrade to CMA CGM's significantly lower than projected operating profits in 2011 due to
depressed freight rates and elevated operating costs. 

Libano-Française profits down 21% to $63m in 2011
Banque Libano-Française sal, one of Lebanon's top 10 banks, posted unaudited consolidated net profits of $62.9m in 2011, constitut-
ing a decrease of 20.8% from 2010. Net operating income dropped by 1.8% year-on-year to $188.4m, with net interest income falling
by 13.7% to $131.9m. Non-interest income accounted for 27.8% of total income, up from 25.2% in 2010; with net fees & commis-
sions accounting for 74% of non-interest earnings. The bank's interest margin was 1.69% last year relative to 2.03% in 2010, while its
net spread regressed to 1.52% from 1.81% in the preceding year. Also, operating expenditures increased by 9.1% to $114m, with staff
expenses increasing by 12.3% to $67m. The cost-to-income ratio rose to 57.6% in 2011 from 53.3% in the previous year.  Total assets
reached $10.16bn at end-2011, constituting a 17.3% rise from end-2010, while loans & advances to customers increased by 15.5%
year-on-year to $3.3bn. Customer deposits totaled $8.6bn at end-2011, up 18.7% from end-2010. The bank's return on average assets
regressed from 0.92% in 2010 to 0.67% in 2011; and its return on average equity declined from 11.1% in 2010 to 8.1% in 2011.



(in % unless specified) 2009 2010 2011 Change*
Nominal GDP(1) ($bn) 34.7 37.1 39.1
External Debt / GDP 61.3 55.4 53.5 (190)
Local Debt / GDP 86.0 86.3 83.7 (260)
Total Debt / GDP 147.2 141.8 137.2 (460)
Total External Debt / GDP 176.1 167.0 163.2 (380)
Trade Balance / GDP (36.8) (36.9) (40.7) (380)
Exports / Imports 21.5 23.7 21.2 (250)
Budget Revenues / GDP 24.3 22.7 22.7 (5)
Budget Expenditures / GDP 32.8 30.6 27.2 (342)
Budget Balance / GDP (8.5) (7.9) (6.0) 191
Primary Balance / GDP 3.1 3.2 4.3 105
BdL FX Reserves / M2 74.0 77.1 78.8 172
M3 / GDP 236.5 248.4 248.7 30
Bank Assets / GDP 332.1 347.5 359.5 1,200
Bank Deposits / GDP 276.0 289.0 296.0 695
Private Sector Loans / GDP 81.8 94.2 100.7 650
Dollarization of Deposits 64.5 63.2 65.9 270
Dollarization of Loans 84.0 80.3 78.4 (190)

*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 10/11
(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

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

Moody's B1 NP Stable B2 Stable
Fitch Ratings B B Stable B Stable
Standard & Poor’s B B Stable B B Stable
Capital Intelligence B B Stable B B Stable
Source: Rating agencies
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Ratings & Outlook

Banking Ratings Banks' Financial Strength Banking Sector Risk Outlook
Moody's D- Negative
EIU B Stable
Source: Rating agencies

Risk Outlook

Regional Average July 2010 June 2011 July 2011 Change* Risk Level
Political Risk Rating 64.7 59.9 59.8 Moderate
Financial Risk Rating 42.1 42.0 42.1 Very Low
Economic Risk Rating 38.3 36.6 36.8 Low
Composite Risk Rating 72.5 69.3 69.4 Moderate

Lebanon July 2010 June 2011 July 2011 Change* Risk Level
Political Risk Rating 59.5 55.5 55.5 High
Financial Risk Rating 28.0 28.5 28.5 High
Economic Risk Rating 35.5 32.5 32.5 Moderate
Composite Risk Rating 61.5 58.2 58.2 High



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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BELGIUM
Byblos Bank Europe S.A.
Brussels Head Office
Rue Montoyer 10
Bte. 3, 1000 Brussels - Belgium
Phone: (+ 32) 2 551 00 20
Fax:     (+ 32) 2 513 05 26
E-mail: byblos.europe@byblosbankeur.com

UNITED KINGDOM
Byblos Bank Europe S.A., London Branch
Berkeley Square House - Suite 5 
Berkeley Square
GB - London W1J 6BS - United Kingdom
Phone: (+ 44) 207 493 3537
Fax:     (+ 44) 207 493 1233
E-mail: byblos.europe@byblosbankeur.com

FRANCE
Byblos Bank Europe S.A., Paris Branch
15 Rue Lord Byron 
F- 75008 Paris - France 
Phone: (+33) 1 45 63 10 01 
Fax: (+33) 1 45 61 15 77 
E-mail: byblos.europe@byblosbankeur.com   

SUDAN
Byblos Bank Africa
Khartoum Head Office
Intersection of Mac Nimer and Baladiyya Streets
P.O.Box: 8121 - Khartoum - Sudan
Phone: (+ 249) 1 56 552 222
Fax:     (+ 249) 1 56 552 220
E-mail: byblosbankafrica@byblosbank.com

NIGERIA
Byblos Bank Nigeria Representative Office
161C Rafu Taylor Close - Off Idejo Street
Victoria Island, Lagos - Nigeria
Phone: (+ 234) 706 112 5800 

(+ 234) 808 839 9122
E-mail: nigeriarepresentativeoffice@byblosbank.com.lb

DEMOCRATIC REPUBLIC OF CONGO
Byblos Bank RDC S.A.R.L
Avenue du Marché No. 4
Kinshasa-Gombe, Democratic Republic of Congo
Phone: (+ 243) 81 7070701

(+ 243) 99 1009001
E-mail: byblosbankrdc@byblosbank.com

ADIR INSURANCE
Dora Highway - Aya Commercial Center
P.O.Box: 90-1446  
Jdeidet El Metn - 1202 2119 Lebanon
Phone: (+ 961) 1 256290 
Fax: (+ 961) 1 256293

LEBANON
Byblos Bank S.A.L
Achrafieh - Beirut
Elias Sarkis Avenue - Byblos Bank Tower
P.O.Box: 11-5605
Riad El Solh - Beirut 1107 2811 - Lebanon
Phone: (+ 961) 1 335200 
Fax: (+ 961) 1 339436

SYRIA
Byblos Bank Syria S.A.
Damascus Head Office 
Al Chaalan - Amine Loutfi Hafez Street  
P.O.Box: 5424 Damascus - Syria
Phone: (+ 963) 11 9292 - 3348240/1/2/3/4 
Fax: (+ 963) 11 3348205
E-mail: byblosbanksyria@byblosbank.com 

IRAQ
Erbil Branch, Kurdistan, Iraq
Street 60, Near Sports Stadium
P.O.Box: 34 - 0383 Erbil - Iraq
Phone: (+ 964) 66 2233457/8/9 - 2560017/9
E-mail: erbilbranch@byblosbank.com.lb

Baghdad Branch, Iraq
Al Karrada - Salman Faeq Street
Al Wahda District, No. 904/14
Facing Al Shuruk Building
P.O.Box: 3085 Badalat Al Olwiya – Iraq
Phone: (+ 964) 770 6527807

(+ 964) 780 9133031/2
(+ 964) 1 7177493

E-mail: baghdadbranch@byblosbank.com.lb

UNITED ARAB EMIRATES
Byblos Bank Abu Dhabi Representative Office
Intersection of Muroor and Electra Streets 
P.O.Box: 73893  Abu Dhabi - UAE
Phone: (+ 971) 2 6336050 - 2 6336400 
Fax:     (+ 971) 2 6338400
E-mail: abudhabirepoffice@byblosbank.com.lb

ARMENIA
Byblos Bank Armenia CJSC
18/3 Amiryan Street - Area 0002
Yerevan - Republic of Armenia
Phone: (+ 374) 10 530362
Fax:     (+ 374) 10 535296
E-mail: infoarm@byblosbank.com

CYPRUS
Limassol Branch
1, Archbishop Kyprianou Street
Loucaides Building
P.O.Box 50218
3602 Limassol - Cyprus
Phone: (+ 357) 25 341433/4/5
Fax:     (+ 357) 25 367139
E-mail: byblosbankcyprus@byblosbank.com.lb
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