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Lebanon in the News

$m (unless otherwise mentioned) 2015 Aug 2015 May 2016  Jun 2016 Jul 2016 Aug 2016 % Change*
Exports 2.952 219 237 280 247 340 515,255
Imports 18,069 1479 1,629 1,533,447 1,951 31.91
Trade Balance (15,117) (1,260) (1,392) (1,253) 00) (1,2 (1,611) 27.86
Balance of Payments (3,354) (332) (862) a3 2 35 1,788 -
Checks Cleared in LBP 18,714 1,597 1,591 1,577 1,490,616 1.16
Checks Cleared in FC 50,845 4,294 4,018 4,076 3,748205 (2.07)
Total Checks Cleared 69,559 5,891 5,609 5,653 5,238821 (1.20)
Budget Deficit/Surplus (3,952) (131.05) (40.18) (263.20) (49.46) (542.16) 313.71
Primary Balance 724.40 119.82 542.95 103.48 1722322.41) -

Airport Passengers*** 7,241,463 893,708 618,581 572,461 892,417.286 91 2.64

$bn (unless otherwise mentioned) 2015 Aug 2015 May 2016  Jun 2016 Jul 2016 Aug 2016 % Change*
BdL Gross FX Reserves 30.64 32.77 32.03 33.20 32.786.67 8.86

In months of Imports 20.35 22.15 19.66 21.65 22.60 18.28 (17.48)
Public Debt 70.31 68.89 71.49 72.9073.39 74.05 7.48
Bank Assets 185.99 181.62 188.63 190.36 19036.77 7.79
Bank Deposits (Private Sector) 151.59 149.63 153.89 154.66 1551%77.09 4.99

Bank Loans to Private Sector 54.22 52.41 55.52 55.88 56.066.38 7.57
Money Supply M2 52.15 51.08 52.98 53.25 53.354.00 5.71
Money Supply M3 123.62 121.52 125.65 126.38 126.628.15 5.46

LBP Lending Rate (%)**** 7.45 6.89 8.53 8.31 8.32 8.29 140bps
LBP Deposit Rate (%) 5.56 5.61 5.58 556 7 5.5 5.56 (5bps)
USD Lending Rate (%) 7.06 7.12 7.29 7.20 7.257.28 16bps
USD Deposit Rate (%) 3.17 3.19 3.26 3.31 3.303.39 20bps
Consumer Price Index** (3.75) (4.60) (2.45) (0.98) (0.48)0.79) 381bps

* Year-on-Year ** Year-on-Year percentage change ***includes arrivals, departures, transit
**** Jarting January 2016, lending rates in Lebanese pounds are reported before any subsidy or facility from reserve requirements according to Intermediate Circular
No 389, and as such they are not comparable year-on-year

Note: bpsi.e. basis points

Source: Association of Banksin Lebanon, Banque du Liban, Ministry of Finance, Central Administration of Statistics, Byblos Research

Capital Markets

Most Traded Last Price | % Change Weight in Sovereign | Coupon Mid Price| Mid Yield
Stocks on BSE 6)] Volume Marke Eurobonds % $ %
CapitaliZZsmn
BLOM Listed 10.20 0.89 457,805 18.17% |Mar 2017 9.00 101.00 5.64
Solidere "A" 11.49 0.35 184,697 9.52% |Nov 2018 5.15 98.25 6.11
Solidere "B" 11.31 (0.79) 116,836 6.09% |May 2019 6.00 99.27 6.33
Audi GDR 7.00 6.06 45,480 6.96% | Mar 2020 6.38 99.75 6.46
BLOM GDR 10.80 1.89 24,000 6.61% | Apr 2021 8.25 105.50 6.77
Audi Listed 6.75 3.85 10,175 22.36% | Oct 2022 6.10 96.25 6.89
Byblos Common 1.69 1.20 8,341 7.92% |Jun 2025 6.25 93.75 7.24
Byblos Pref. 09 102.00 0.49 1,310 1.69% | Nov 2026 6.60 93.00 5.00
HOLCIM 13.53 (2.45) 106 2.19% |Feb 2030 6.65 92.00 6.00
Byblos Pref. 08 101.30 0.10 100 1.68% | Nov 2035 7.05 93.50 7.71
Source: Beirut Sock Exchange (BSE); * \Week-on-week Source: Byblos Bank Capital Markets
| Nov21-25 | _Nov14-18 | % Chande October2016 _ October 2015 % Chai
Total Shares Traded 879,281 2,743,665 (68.0) 22,970,630 3,521,768 552.3
Total Value Traded $9,591,678 $16,146,551 (40.6) $169,756,567 $28,446,467 496.8
Market Capitalization $12.07bn $11.88bn 1.57 $11.87bn $10.89bn 9.0

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

Total private net wealth in Lebanon at $94.4bn, 69th highest

worldwide and 11th highest in the Arab world

Global investment bank Credit Suisse estimated the aggregate @euntries with Highest Net Wealth per Capita in UMICs
wealth of Lebanese citizens at $94.4bn at the end of June 2016, consti-

tuting a decline of 0.5% from $94.9bn a year earlier. Lebanon's tot:

private net wealth peaked at $99.9bn at the end of 2010 and regres: Turkmenistan

to $92.5bn at the end of 2011, then it gradually rose to about $95bn
the end of June 2015. The aggregate net wealth of Lebanese citizen:
the end of June 2016 was the 69th highest among 174 countries and Lebanon
risdictions globally, and the 11th highest among 19 Arab countries. _
was also the 20th highest among 49 upper middle-income countric  Costa Rica
(UMICs) included in the survey.

Mauritius

Libya

Credit Suisse defined a country's net wealth as the sum of its popul ..
. . . . . . Dominica
tion's marketable value of financial and non-financial assets less its a
gregate personal debt, with non-financial assets consisting mainly China
real estate holdings. It excluded a country's stock of human capital
well as its stock of public assets and liabilities, such as the public det Peru
The investment bank provided annual data for the period between 20 )
and 2014, and semi-annual figures for each of 2015 and 2016. Malaysia

Georgia

Globally, Lebanon's total net wealth was higher than the wealth ¢ | : , ,
Uruguay ($89.7bn), Bulgaria ($87.3bn) and Azerbaijan ($86.3bn), an 0 10,000 20,000 30,000
lower than the wealth of Oman ($105.3bn), Costa Rica ($105bn) and —

Slovenia ($95.3bn). It was higher than that of Bulgaria, Azerbaijan angpurce: Credit Suisse, Byblos Research

Venezuela ($84.4bn), and lower than that of Libya ($129.9bn), Ecuador

($125.9bn) and Costa Rica among UMICs. Regionally, it was higher

than the net wealth of Jordan ($63.7bn), Yemen ($63.6bn), Bahrain

($30.9bn), Sudan ($27.4bn), Syria ($25.8bn), the West Bank & Gaza

($15.4bn), Mauritania ($3.8bn) and Djibouti ($2.2bn).

Lebanon's net wealth accounted for 0.04% of the global net wealth, for 0.3% of the UMICs' total net wealth and for 2 Afatbof the

region's cumulative net wealth at end-June 2016. American citizens had the world's highest aggregate net wealth atrf;&dh#erilli

citizens of Saudi Arabia accumulated $725.2bn at the end of June 2016, the highest level in the Arab world. The total imet wea
Lebanon included $68.5bn in financial wealth at the end of June 2016, which rose by 1% year-on-year; $68.8bn in nondaitincial w

that grew by 5.6% from a year earlier, and $43bn in personal debt that rose by 12.6% from end-June 2015.

Further, net wealth per capita in Lebanon stood at $21,245 at the end of June 2016, down by 1.2% from $21,513 at endnlline 20

compared to a peak of $23,480 at the end of 2010. Lebanon's net wealth per capita was the 48th highest globally, testtambhggh

UMICs and the seventh highest among Arab countries at the end of June 2016. Globally, Lebanon's net wealth per capita at en
2016 was higher than the wealth per capita of Costa Rica ($21,061), Slovakia ($19,947) and Poland ($19,761), and lotvefr than |
Hungary ($27,152), Uruguay ($26,102) and Saudi Arabia ($24,835). It was also lower than the wealth per capita of Turkmen
($32,000) and Mauritius ($24,836) among UMICs. Regionally, it was lower than the net wealth per capita of Qatar ($128J4E5), the
($113,871), Kuwait ($84,583), Bahrain ($34,726), Oman ($32,629) and Saudi Arabia. Switzerland has the world's highe$t net w

per capita at $448,758, while Qatar is the wealthiest Arab country on a per capita basis.

Wealth in Lebanon ($bn)
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Source: Credit Suisse, Byblos Research
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Lebanon in the News

Beirut has second most expensive retail rent in Arab world
Property consultants Cushman & Wakefield's 2016 survey of #igst Expensive Retail Locations in Middle East & Africa
world's most expensive rents for retail space ranked Beirut as the (€ per square meter per ygar

44th most expensive retail location among 71 cities worldwide, t*~~
fourth most expensive city among 16 cities in the Middle East .
Africa (ME&A) region, and the second most expensive among D“bf"
Arab cities. Each city is represented by its most expensive re Tel Aviv
street. Beirut's global rank rose by four spots from 48th place in ~ Johannesburg

2015 survey, constituting the third biggest jump in rank worldwid Beirut | ]
similar to Luxembourg City and behind Amman (+15 spots) al Doha
Sofia in Bulgaria (+5 spots). In addition, Beirut's rank among citi Amman
in the ME&A region increased by two spots from sixth place in le Jeddah
year's survey. Accra
Th ; ; Muscat
e study evaluated retail rental prices between June 2015 and
2016 in over 462 locations in 71 countries around the world. In p Lagos
vious surveys, Cushman & Wakefield included both key shoppi Nairobi
centers and main retail streets locations in its coverage, but it limi Lusaka*
its coverage to main retail streets since the 2015 survey. Maputo**

. . . L Dar es Salaam
On a global basis, the rent of retail space in Beirut is more expen: Harare***

than in Doha in Qatar, Saint Peter Port in the Channel Islands Windhoek**+*
Zaghreb in Croatia, and is less costly than in Belgrade in Serbia, ] . : : : . ‘
gota in Colombia and Mexico City in Mexico. The most expensi' 0 250 500 750 1,000 1,250 1,500
retail rental location in Beirut is Hamra Street at €900.1 per SQUAG i ** Mozamt ique; ***Zimbabwe, ****Namibia

meter (sqm) per year, or around $1,000 per sqm. Source: Cushman & Wakefield 2016, Byblos Research

In parallel, when including all the 40 surveyed locations in the ME&A region, Verdun Street and Kaslik Street follow Hanhia Stre
second place with yearly retail rents of $750 per sqm each. Rents at Hamra Street rose by 17.6% in the 12 months entiing Jun
while rents in Verdun Street and Kaslik Street regressed year-on-year by 21.1% and 11.8% respectively. Retail rentd itdleased a
cations in the ME&A region, while they declined in 12 locations and were unchanged in 14 locations. New York's Upper Eith Ave
remained the world's most expensive retail location at €29,066 per sgm per year.

Consumer Price Index down 1.5% in first 10 months of 2016

The Central Administration of Statistics' Consumer Price Index regressed by 1.5% year on-year in the first 10 monthagb2@&1b co
to a decline of 3.8% in first 10 months of 2015. Also, the CPI increased by 1.1% in October 2016 from October 2015. Adterent
by 7.6% year-on-year in October 2016, followed by the prices of clothing & footwear (+6.3%), recreation & entertainmedt tésts (
imputed rents (+3.9%), the cost of education (+3.5%), prices at restaurants & hotels (+2.4%), miscellaneous goods &1s&¥ices (+
transportation costs and prices of alcoholic beverages & tobacco (+1% each), and those of furnishings & household eq@igghent (+(
The distribution of actual rents shows that old rents grew by 14.6% annually in October 2016, while new rents increasdbhy 2.9%
the same month of 2015. In contrast, the prices of water, electricity, gas & other fuels regressed by 1.6% year-on-fjesarlid the
months of the year, followed by the prices of food & non-alcoholic beverages (-1.6%), healthcare costs (-0.8%) and communic
costs (-0.1%).

Further, the CPI grew by 0.9% in October 2016 from the preceding month, relative to a month-on-month increase of 1.5%én Septe
2016. Prices of clothing & footwear increased by 4.7% month-on-month, followed by the cost of education (+3.5%), thevatiees of
electricity, gas & other fuels (+1.6%), transportation costs (+1.3%), recreation & entertainment costs (+1.2%), imput€ddsénts (
prices of food & non-alcoholic beverages (+0.3%), miscellaneous goods & services, actual rents, furnishings & househatd equip
and alcoholic beverages & tobacco (+0.2% each), and prices at restaurants & hotels (+0.04%). In contrast, healthcaessmbts re
by 0.1% from the preceding month, while communication costs were unchanged month-on-month in October 2016. The CPI incre
by 1.6% month-on-month in each of the Bekaa and Nabatieh, by 1.2% in the North, by 1% in the South, by 0.7% in Mount Leb:
and by 0.5% in Beirut. In parallel, the Fuel Price Index grew by 3.8% month-on-month in October 2016, while the Education P
Index increased by 3.6% from the preceding month.

LEBANON THIS WEEK 3 November 21-26, 2016



Lebanon in the News

Fiscal deficit widens by 27% to $2.5bn in first eight months of 2016, equivalent to 27% of expenditures

Figures released by the Finance Ministry show that the fiscal deficit reached $2.5bn in the first eight months of 2016exhdywide
27.1% from $2bn in the same period of 2015. The deficit was equivalent to 26.9% of total budget and Treasury expendittegs com
to 23.1% in the first eight months of 2015. Government expenditures reached $9.4bn and increased by 9.5% from the sashe peri
year, while revenues grew by 4.1% annually to $6.9bn. As such, the widening of the deficit reflects a rise of $812.3ireixpeveral
ditures that was partly offset by an increase of $272.7m in total revenues during the first eight months of 2016.

On the revenues side, tax receipts grew by 1.4% year-on-year to $5bn, of which 29.7%, or $1.5bn, were in VAT receigiasiet incr
by 2% year-on-year. Tax receipts accounted for 77.6% of budgetary revenues and for 72.4% of total Treasury and buddstary re
The distribution of other tax revenues shows that receipts from taxes on income, profits & capital gains grew by 1.9%ege&r-on-y
$1.6bn in the first eight months of 2016; revenues from customs increased by 2.7% to $922.3m; receipts from propertyptasces imp
by 2.5% to $532.1m; while revenues from taxes on goods & services regressed by 3.7% to $252.1m and receipts from stam
declined by 5.8% to $211.8m.

The distribution of income tax receipts shows that the tax on profits accounted for 45% of income tax revenues in thatfiositlesy

of 2016, followed by taxes on wages & salaries with 22.6%, the tax on interest deposits with 21.3% and the capital ghi@s38x wi
Receipts from taxes on wages & salaries grew by 5.2% in the covered period, those from taxes on profits increased bs\28&esnd r
from the capital gains tax improved by 0.7%, while receipts from the tax on interest deposits were nearly unchanged egttte firs
months of 2016. Also, the distribution of property taxes shows that revenues from real estate registration fees incréésed by 3.
$335.4m in the first eight months of the year, receipts from the built property tax improved by 0.5% to $126.8m and revetinees fr
inheritance tax grew by 0.8% to $70m. Further, non-tax budgetary receipts increased by 4.7% year-on-year to $1.4bn. Tihey mair
cluded $995.7m in revenues generated from government properties that rose by 4.9% year-on-year, as well as $338.2geim receif
erated from administrative fees and charges that decreased by 1% year-on-year. Receipts from telecommunications seetces in
by 5.5% to $797.5m and accounted for 80.1% of income from government properties and for 55.4% of non-tax budgetary revent

On the expenditures side, budgetary spending, which includes general expenditures and debt servicing, increased bybh2fb to $8
the first eight months of 2016. General budgetary spending grew by 8.2% to $5.2bn, and included $894.5m in outlays frem pre
years that rose by 38.8% year-on-year, as well as $521.2m in transfers to Electricité du Liban that declined by 33.8%ayear-on
among others. Also, debt servicing totaled $2.9bn in the first eight months of 2016 and grew by 5.4% from the same yesiod last
Debt servicing accounted for 31.2% of total expenditures and for 36% of budgetary spending, while it absorbed 42.7%eavieonesi|
and 45.7% of budgetary receipts. Interest payments on Lebanese pound-denominated debt grew by 8.8% to $1.9bn in the firs
months of the year, while debt servicing on foreign currency debt rose by 1.3% to $935.8m. Also, the repayment of pforeigal on
debt, including concessional loans earmarked for project financing, regressed by 9.4% to $124.4m in the first eight rdd@6ths of :
The primary budget balance posted a surplus of $1.2bn in the first eight months of 2016, or 14.7% of budgetary expdatiterres, re
to a surplus of $1.5bn, or 19.2% of budgetary spending, in the same period of 2015. The overall primary balance possedf a sury
$405.1m, or 4.3% of spending, compared to a surplus of $793.9m, or 9.2% of total expenditures, in the first eight mo&ths of 201

Comparative Fiscal Results in First Eight Months of the Year

2015 2016 Change
(US$m) (US$m) (%)
Budget revenues 6,283 6,417 2.1
Tax revenues 4,909 4,978 1.4
Non-tax revenues 1,374 1,438 4.7
of which Telecom revenues 756 798 55
Budget expenditures 7,607 8,152 7.2
Budget Surplus/Deficit (2,323) (1,736) 31.2
I'n % of budget expenditures (17.4%) (21.3%)
Budget Primary Surplus 1,459 1,197 -17.9
I'n % of budget expenditures 19.2% 14.7%
Treasury Receipts 320 460 43.6
Treasury Expenditures 985 1,252 27.1
Total Revenues 6,604 6,876 4.1
Total Expenditures 8,592 9,404 9.5
Total Deficit (1,989) (2,528) 27.1
I'n % of total expenditures (23.1%) (26.9%)
Total Primary Surplus/Deficit 794 405 -49.0
In % of total expenditures 9.2% 4.3%

Source: Ministry of Finance, Byblos Research
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Lebanon in the News

Industrial exports down 16% to $1.9bn in first nine months of 2016

Figures released by the Ministry of Industry show that industrial exports totaled $1.9bn in the first nine months of 2bd6ngans
decrease of 15.7% from $2.2bn in the first nine months of 2015. Industrial exports reached $184.3m in September 2016,%down b
from $233m in the preceding month and by 24% from $242.5m in September 2015. The fluctuation in industrial exports ster the
nine months of the year was due to the increasing cost and challenges faced by land and maritime exporters, as wellessmtbwer
from Lebanon's key export markets.

Exports of machinery & mechanical appliances totaled $462.8m and accounted for 24.4% of aggregate industrial exposs in the
nine months of 2016, followed by prepared foodstuffs with $337.7m (17.8%), chemical products with $328.4m (17.3%), base m
with $181.3m (9.6%), and plastics & articles with $104.2m (5.5%). Arab countries were the destination of 55.8% of Lebatréde indu
exports during the first nine months of 2016, followed by European economies with 16.3%, African countries with 12.8%, As
economies with 9.2%, countries in the Americas with 4.2%, and markets in Oceania with 0.5%. On a country basis, Saud Arabi:
the main destination of Lebanese industrial exports and accounted for 12.9% of the total in the first nine months ob2etigyyoll
the UAE with 10.3%, Iraq with 9.4%, Syria with 6.6% and Jordan with 3.7%. In September 2016, 11 Arab states, 11 Europées, econc
seven African countries, three Asian economies, three countries in the Americas and one market in Oceania imported $antor mor
in industrial products from Lebanon. Overall, Lebanon exported its industrial products to 45 European economies, 43 Afriean cou
28 Asian economies, 25 countries in the Americas, 19 Arab economies and four markets in Oceania in September 2016.

In parallel, industrial imports reached $183.1m in the first nine months of 2016, down by 3.3% from $189.3m in the fimtthime m
of 2015. Italy was the main source of such imports and accounted for 21.5% of the total in the first nine months of 2@&tbbyollo
China with 21.3% and Germany with 13.1%. Further, imports of industrial equipment and machinery reached $16.2m in Septe
2016, decreasing by 17.3% from the same month of 2015. China was the main source of imports of industrial equipment in Septt
and accounted for 25.7% of the total, followed by Germany with 14% and Italy with 13.2%.

Revenues through Port of Beirut at $185m in first nine months of 2016

Figures released by the Port of Beirut show that the port's overall revenues reached $184.5m in the first nine montonefi2Qite,

an increase of 1.7% from $181.5m in the same period of 2015. The Port of Beirut handled 6.6 million tons of freighttinitiee firs
months of 2016, up by 8.8% from 6.1 million tons in the same period of 2015. Imported freight amounted to 5.88 millichéons in
covered period and accounted for 88.6% of aggregate freight, while the remaining 753,000 tons, or 11.4%, consisted @feexport
Atotal of 1,552 ships docked at the port in the first nine months of the year compared to 1,327 vessels in the sani0gériod of

In parallel, revenues generated through the Port of Tripoli reached $11m in the first nine months of 2016, constituteggamincr
9.4% from $10.1m in the same period of 2015. The Port of Tripoli handled 1.37 million tons of freight in the covered phkyiod, uf
4.1% from 1.31 million tons in the same period of 2015. Imported freight amounted to 1.08 million tons and accounted fdr 79.2¢
the total, while the remaining 283,880 tons, or 20.8% of the total, were export cargo. A total of 601 vessels docketl @it Thipdtior

in the first nine months of 2016, constituting a drop of 5.9% from 639 ships in the same period of 2015.

Italy extends €75m in loans to support development projects in Lebanon

The Council for Development and Reconstruction signed a framework agreement with the Italian government that extends €7¢
soft loans to Lebanon to finance infrastructure and socio-economic development projects in Lebanon. The agreementig'part of
commitments at the 2007 international conference for support to Lebanon, known as Paris Ill. The loans will mature iardd year:
will not carry an interest rate during a five-year grace period. The projects aim to develop new infrastructure in Lehapbaotio-
economic needs, to foster sustainable agro-food activities and to protect the environment.

The framework agreement, once ratified, would consist of a €50m credit facility to complete the construction of sewageptegdasmen
in the towns of Bakhoun in the Minieh-Danniyeh district, in Bint Jbeil and Hasbaya in the Nabatieh governorate, and im Hermel i
Bekaa governorate. Also, an €8m credit facility will be allocated to develop eco-cultural tourism; €7m will be earmarkedeohen

first phase of development of the industrial zones in Baalbek, Terbol in the Zahlé area, and Joun in the Chouf distOict;veilidy€1
towards the sustainable socio-economic development of Lebanese coastal communities. The Council for Development and Recol
tion noted that it prepared these projects in coordination with the concerned ministries, and the detailed implemerstigmajétts

will be submitted to the Lebanese Cabinet once completed. It added that the majority of the projects are still at tfieastidgiyof
studies and are expected to be launched within a year.
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Lebanon ranks 67th worldwide, eighth among Arab economies
in ease of paying taxes

The PricewaterhouseCoopers/World Bank Group Index of Paying Taxes Ease of Paying Taxes Rankings for 2017

for 2017 ranked Lebanon in 67th place among 189 countries and juriedi=- Global Rank
tions worldwide and in eighth place among 20 Arab economies incl

in the survey. Lebanon also ranked in 16th place among 52 upper m UAE 1
income countries (UMICs) included in the survey. Qatar 1
Bahrain 4
The index measures a medium-size firm's mandatory taxes and cor Kuwait 6
tions that have a direct impact on its income, and reflects the govern Oman 12
mandated tax burden that a standard business incurs. PwC and the
Bank updated the methodology of the 2017 index to include a fourth Morocco 41
indicator, which is the Post-Filing Sub-Index that measures ce Iraq 52
processes that might take place after a firm files a tax return. The Lebanon | I 67
three sub-indicators cover the number of tax payments incurred by a Saudi Arabia | 69
ness, the total time to comply and the total tax rate as a percentage ¢
mercial profits. Taxes include corporate, labor and other sub-categc Jordan 79
Syria 81
The ease of paying taxes rankings are based on the distance to f Yemen 92
(DTF) score, instead of a simple percentile distribution. The DTF Iy« Bank/Gaza 101
ures how far economies have progressed towards the best peri .
o . . Tunisia 106
around the world on each sub-indicator, rather than simply looking ai
they compare to other economies. The DTF scores range from zero t Djibouti 106
with a score of 100 representing the "frontier", or the best perfor Libya 121
Lebanon's DTF score reached 77.17 in the 2017 survey. Sudan 141
o . L ' Algeria 155
Globally, it is easier for companies in Lebanon to pay taxes than firr
Saudi Arabia, Japan and Namibia, but it is more difficult than firm Egypt 162
France, Greece and Belgium among economies with a GDP of $1(  Mauritania 188
more. Also, it is easier for Lebanese companies to pay their taxes 010 200 30 40 50 c0 70 50 50 100

firms in Namibia, Serbia and Jordan, and more difficult than firm%cmrce: PricewaterhouseCoopers, World Bank, Byblos Research
Kazakhstan, Malaysia and Costa Rica among UMICs. ' '

The survey shows that a medium-size Lebanese firm pays its corporate income taxes once a year, performs 12 labor tagrpayme
year, and pays all of its other mandatory taxes seven times a year. In comparison, businesses in non-GCC Arab couiegeay co
taxes 1.7 times per year, labor taxes 12.14 times and other mandatory taxes 12.07 times per year, relative to globtBalvérages o
9.7 times and 12.2 times per year, respectively.

Further, a standard Lebanese firm needs 100 hours per year to process its labor taxes; 40 hours to prepare, file apdnady its cc
income tax; and 41 hours to process its consumption taxes. In comparison, it takes a medium-size firm in non-GCC Arab cou
119.3 hours to prepare, file and pay its corporate income taxes; 102.4 hours for its labor taxes and 83.4 hours for filsrctmasnp
relative to worldwide averages of 65 hours, 90 hours and 96 hours, respectively.

Also, the corporate income tax rate for a medium-size Lebanese business represents 6.1% of its commercial profitsxtfedador ta
equivalent to 23.8% of its profits, and the non-corporate and non-labor tax rates represent 0.4% of corporate profitasbmnctimpa
tax rate as a percentage of commercial profits in a standard firm in non-GCC Arab countries is 14.4% for corporate tax|da®8% f
tax and 9.5% for other taxes, relative to global averages of 16.3%, 16.3% and 8%, respectively.

Finally, it would take a medium-size Lebanese firm 45 hours to comply with a VAT refund, 27.4 weeks to obtain a VAT refund «
seven hours to comply with a corporate income tax audit, compared to global averages of 14.2 hours, 21.6 weeks andrd6.7 hot
spectively.

Components of the 2017 Paying Taxes Index for Lebanon
Global Arab  UMICs Lebanon Global Arab iVl
Rank Rank Rank Score  Average Averagegé

Number of Tax Payments 84 11 28 20 25 20171
Time to Comply* 72 12 18 181 251 22%212.5
Total tax Rate** 49 10 15 30.3 40.8.8 3414
Post-Filing Index*** 90 7 22 63.3 612 5 5957.8

*Measured in hours ** As a percentage of commercial profits *** As distance to frontier
Source: PricewaterhouseCoopers, World Bank, Byblos Research
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Net profits of top 14 banks up 10% to $1.6bn in first nine
months of 2016, profitability metrics improve

The unaudited consolidated net profits of the Alpha Group of banks
reached $1.64bn in the first nine months of 2016, constituting an increase
of 9.7% from net earnings of $1.5bn in the same period of 2015. Th
Alpha Group consists of 14 banks with deposits in excess of $2bn eac
Total net operating income grew by 24.1% to $4.76bn, with aggregat 12.0% -
net interest income rising by 8.6% to $2.81bn and net fees & commis

sions jumping by 96.6% to $1.28bn. Also, net gains on financial asse 0%

at fair value grew by 11.8% year-on-year to $491.7m in the first nine 100% -

months of 2016. Non-interest income accounted for 40.6% of total in  9,0% -

come in the first nine months of 2016, up from 31.7% in the same perio 8.0% |

last year; with net fees & commissions representing 61.6% of non-in

terest income, up from 50% in the first nine months of 2015. Also, the 70% 1

net interest spread improved to 1.94% in the first nine months of 201 ¢, -

from 1.9% in the same period last year. In parallel, total operating ex 50% | .

penditures grew by 20.8% year-on-year to $2.5bn in the covered perio
with staff expenses rising by 10.4% to $1.3bn and administrative & othe
operating expenses increasing by 22.6% to $909.5m. Further, the cost+in the first nine months of each year

to-income ratio was 48.4% in the first nine months of this year, down Source: Bankdata Financial Services, Byblos Research
from 49.9% in the same period of 2015. The banks' return on average

assets was 1.17% in September 2016 on an annualized basis relative to

1% in September 2015; while their return on average equity was 13.05%

in September 2016 compared to 11.3% in September 2015.

Return on Average Equity*

13.0% -

2014 2015 2016

The Alpha Group of banks' total assets reached $214.2bn at the end of September 2016, constituting an increase of 5:28d.§om er
and a rise of 7.3% from end-September 2015. Net loans & advances to customers totaled $66bn and expanded by 4.8% from en
while credit extended to related parties regressed by 4% to $773.4m at end-September 2016. Customer deposits totalédH169.9k
end of September 2016, reflecting a rise of 3.2% from end-2015; while deposits from related parties grew by 0.3% to 88-7bn a
September 2016. The banks' shareholders' equity reached $19.3bn at the end of September 2016 and increased by 6.1%from e

In parallel, the banks' loans-to-deposits ratio increased from 37% at the end of September 2015 to 38.5% at end-Septdimber 20:
loans-to-deposits ratio in local currency was 24.1% compared to 22.4% at end-September 2015, while that in foreign currenc
44.7% at the end of September 2016 relative to 43.3% a year earlier. Further, the primary liquidity-to-assets ratio wiath&21786 a
of September 2016, up from 31.4% at end-September 2015. The banks' gross doubtful loans-to-gross loans ratio regre€8éd from
at end-September 2015 to 5.72% at the end of September 2016. Also, the loan-loss reserves on doubtful loans covereds8}.4% ¢
doubtful loans at end-September 2016, down from a coverage of 76.3% a year earlier. Further, the ratio of collective-torogisions
loans increased from 1.16% at the end of September 2015 to 1.27% at the end of September 2016.

Balance sheet of financial institutions down 4% in first nine months of 2016

Figures released by the Central Bank show that the consolidated balance sheet of financial institutions in Lebanon redsdired LBF
or $1.65bn at the end of September 2016, constituting a decrease of 3.9% from the end of 2015 and an increase of 1%pfernbend-Se
2015. On the assets side, financial institutions' cash and bank deposits totaled $623.6m at the end of September 2@id aconsti
drop of 1.8% from end-2015 and a decline of 2.8% from a year earlier. Claims on the private sector reached $898.1m atleed-Sep
2016, reflecting a decrease of 5% from end-2015 and an increase of 4.9% from a year earlier. Also, investments in goseritiegent se
totaled $134.5m at the end of September 2016, constituting a decline of 9.2% from end-2015 and a drop of 8.1% from end-Sept
2015.

In parallel, liabilities to the private sector totaled $356.6m at the end of September 2016, constituting a decreasenoeh8920tH

and a rise of 4.4% from end-September 2015; while those to the financial sector reached $664.1m at end-September 20a§, repre
a drop of 5.5% from end-2015 and a decline of 7.2% from a year earlier. Further, the aggregate capital accounts ofdfiitatnaies in
amounted to $488.6m at the end of September 2016, constituting an increase of 5.9% from end-2015 and a rise of 6.7%from en
tember 2015. There were 51 financial institutions with a total of 71 branches operating in Lebanon as at the end of March 2016.
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Support for Lebanese startups to enter new markets

The UK Lebanon Tech Hub (UKLTH) signed a partnership agreement with 1776, a global incubator and seed fund, to assistthe UK
based fastest-growing Lebanese technology startups enter new markets, mainly Gulf Cooperation Council countries. The partn
provides startups with access to 1776’s global digital platform, which includes learning resources and a global netwaris @inthent
investors, as well as a working space at the 1776 Dubai campus.

Under the agreement, the UKLTH and 1776 will jointly select Lebanese startups for a three-month acceleration progranpasthe c:
of 1776 in Dubai. The selection of firms is based on their scalable business model and sectoral focus in educational fecmuédgy
technology, and digital health, as well as on their readiness to enter international markets, among other selectiorefali{aiidi Th
noted that three startups have already been chosen to join the accelerator program in Dubai. They are Kamkalima, a atbrmased [
for schools that helps teachers create assignments in Arabic; RIEGO, a solar-powered agricultural irrigation device;csj &mntsco
online art platform that offers buyers the opportunity to purchase contemporary art.

The Washington DC-based incubator 1776 is a public-benefit corporation that identifies and funds high-growth startups d¢hnat foc
solving society’s most fundamental challenges in the education, energy, financial services and transportation secteesvedsalso
startups and institutions worldwide through its innovation curriculum, mentorship and programs. Incubator 1776 is thétitniat
technology incubator to set-up a direct presence in the Middle East and North Africa region.

The UKLTH is a joint initiative by the Central Bank of Lebanon and the United Kingdom government through the British Embass
Beirut that aims to support the development of the knowledge economy in Lebanon. The UKLTH was established as a result of
mediate Circular 331 that the Central Bank issued in August 2013.

IM capital launches mentorship program for entrepreneurs in Lebanon

Insure & Match (IM) Capital launched the Confideo Venture Mentoring (Confideo VM) program to assist entrepreneurs in Lebanc
expand their business and attract additional capital. The program allows entrepreneurs to receive advice and guidaraza 5tbm a t
mentors with proven skills and experience. It also provides assistance with concept development, team formation, it apérat
access to funding, among other services. The Confideo VM program falls under the Middle East and North Africa Investtivent Initi:
(MENA II) funded by the United States Agency for International Development (USAID), and is co-funded by the World Bank throt
the Early Stage Innovation Financing initiative in Lebanon.

The initiative is based on the model used by the Massachusetts Institute of Technology Venture Mentoring Service (MIT VMS).
model consists of implementing best practices in selecting and retaining highly qualified and committed volunteer memgirsstusin
guiding principles to provide objective input to entrepreneurs; and a long-term mentorship commitment to entrepreneurgesnd thei
tures, among others.

IM Capital is a fully-owned subsidiary of the Berytech Foundation that provides matching capital, equity guaranteestashvatas
assistance and support to a broad range of entrepreneurs. It provides technical assistance to qualified early staganblesiaddsss
Qualified Early Stage Investors to identify successful investment strategies and to continue investing in early stags.businesse

First National Bank's net earnings at $28m in first nine months of 2016

First National Bank sal, one of Lebanon's top 14 banks, announced unaudited consolidated net profits of $27.9m in¢hadingisin

of 2016, up by 29.2% from the same period of 2015. Net operating income grew by 13.1% year-on-year to $77.4m in the first
months of 2016, with net interest income increasing by 9.8% to $34.2m and net fees & commissions receipts dropping by 6.3%
on-year to $7.9m. Non-interest income accounted for 22.65% of total income in the first nine months of 2016, down frontt&2.8% i
same period last year; while net fees & commissions decreased to 44.95% of non-interest earnings from 53.97% in theofitstsnine
of 2015. Further, the bank's interest margin was 1.99% in the first nine months of 2016 relative to 1.85% in the sanst pesiod |la
while its interest spread was 1.91% in the covered period, up from 1.77% in the first nine months of 2015. Total operatinges<pe
increased by 3.6% year-on-year to $44.7m in the first nine months of 2016, with staff expenses rising by 5% to $27.3nistradiaelmin
& other operating expenditures nearly unchanged at $15.2m. Also, the bank's return on average assets increased to @:8®#r in Se
2016 on an annualized basis from 0.72% in September 2015; while its return on average equity grew to 9.15% on an anisualize:
from 8.93% in September 2015. The cost-to-income ratio declined to 57.66% in the first nine months of 2016 from 63.06&#%en the
period last year.

In parallel, total assets reached $4.27bn at end-September 2016, constituting an increase of 3.5% from end-2015 ad&w@frisa of 6
a year earlier. Loans & advances to customers, excluding those to related parties, grew by 9.5% from end-2015 and by %6 from
earlier to $976.8m. Also, customer deposits, excluding those from related parties, totaled $3.32bn at the end of Septamber-2016
creased by 5.1% from end-2015 and by 4.2% from a year earlier. The loans-to-deposits ratio rose to 29.85% at end-Septembe
from 28.8% a year earlier. In parallel, the bank's shareholders' equity rose by 4.5% from the end of 2015 to $415.2ntexhbed-Sep
2016.
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(in % unless specified) 2013
Nominal GDP ($bn) 47.7
Public Debt in Foreign Currency / GDP 54.8
Public Debt in Local Currency / GDP 78.3
Gross Public Debt / GDP 133.1
Total Gross External Debt / GDP** 167.1
Trade Balance / GDP (36.3)
Exports / Imports 18.5
Fiscal Revenues / GDP 19.7
Fiscal Expenditures / GDP 28.6
Fiscal Balance / GDP (8.8)
Primary Balance / GDP (0.5)
Gross Foreign Currency Reserves / M2 69.5
M3/ GDP 233.0
Commercial Banks Assets / GDP 345.5
Private Sector Deposits / GDP 285.5
Private Sector Loans / GDP 99.3

Private Sector Deposits Dollarization Rate 66.1
Private Sector Lending Dollarization Rate 76.5
* Changein basis points 14/15

2014
50.0
51.2
81.9
133.1
170.0
(34.4)
16.2
21.8
27.9
(6.1)
2.6
66.5
235.4
351.4
288.9
101.8
65.7
75.6

2015
51.1
53.0
84.6
137.6
174.7
(29.5)
16.6
18.7
26.5
(7.7)
1.4
58.7
241.9
364.0
296.6
106.1
64.9
74.8

Change*

176
271
447
470
481
41
(302)
(143)
(159)
(120)
(780)
657
1258
779
432
(83)
(73)

**|ncludes portion of public debt owed to non-residents, liabilities to non-resident banks, non-resident deposits (estimated by the IMF), Bank for International Set-

tlements' claims on Lebanese non-banks

Source: Association of Banksin Lebanon, Institute of International Finance, International Monetary Fund, World Bank, Byblos Research Estimates & Calculations

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

Risk Metrics

Lebanon Oct 2014 Sep 2015
Political Risk Rating 52.0 54.5
Financial Risk Rating 38.0 39.0
Economic Risk Rating 27.0 33.0
Composite Risk Rating 58.5 63.25
MENA Average* Oct 2014 Sep 2015
Political Risk Rating 57.1 57.6
Financial Risk Rating 40.6 39.2
Economic Risk Rating 35.6 31.3
Composite Risk Rating 66.6 64.0

*excluding Lebanon
**year-on-year changein risk
Source: The PRS Group, Byblos Research

Oct 2015
54.5
39.0
33.0
63.25

Oct 2015
57.7
39.3
31.2
64.1

Change**
Y

y
\l
Y

Change**

> > > «

Note: Palitical & 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

LT ST Outlook
Moody's B2 NP Negative
Fitch Ratings B- B Stable
Standard & Poor's B- B Stable
Capital Intelligence B B Negative

Source: Rating agencies

Banking Ratings Banks' Financial Strength
Moody's E+
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Risk Level
High
Low
Moderate
Moderate

Risk Level
High
Low
Moderate
Moderate

Local Currency

ST

Banking Sector Risk

Outlook
Negative
Stable
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Negative
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Lebanon This Week is a research document that is owned and published by Byblos Bank sal. The contents of this publidatipn, inc
all intellectual property, trademarks, logos, design and text, are the exclusive property of Byblos Bank sal, and ar@prstecteid
copyright and trademark laws. No material from Lebanon This Week may be modified, copied, reproduced, repackaged, republi
circulated, transmitted, redistributed or resold directly or indirectly, in whole or in any part, without the prior writteization of
Byblos Bank sal.

The information and opinions contained in this document have been compiled from or arrived at in good faith from sources-deem
liable. Neither Byblos Bank sal, nor any of its subsidiaries or affiliates or parent company will make any representatiantgrtova
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 buny assetsa
or securities, or to provide investment advice. This research report is prepared for general circulation and is cirgelaged| fioifor-
mation only. Byblos Bank sal accepts no liability of any kind for any loss resulting from the use of this publication deaals man-
tained herein.

The consequences of any action taken on the basis of information contained herein are solely the responsibility of therganson o
ization that may receive this report. Investors should seek financial advice regarding the appropriateness of investixunitiany

or investment strategies that may be discussed in this report and should understand that statements regarding futurepmspects
be realized.
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BYBLOS BANK GROUP

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) 1339436

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: erbilboranch@byblosbank.com.lb

Sulaymaniyah Branch, Kurdistan, Iraq
Salem street, Kurdistan Mall - Sulaymaniyah
Phone: (+ 964) 773 042 1010 / (+ 964) 773 041 1010

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
E-mail: baghdadbranch@byblosbank.com.lb

Basra Branch, Iraq

Intersection of July 14th, Manawi Basha Street, Al Basra — Iraq

Phone: (+ 964) 770 4931900 / (+ 964) 770 4931919
E-mail: basrabranch@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.0.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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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)251305 26

E-mail: byblos.europe @byblosbankeur.com

UNITED KINGDOM

Byblos Bank Europe S.A., London Branch
Berkeley Square House

Berkeley Square

GB - London W1J 6BS - United Kingdom
Phone: (+ 44) 20 7518 8100

Fax: (+44)20 7518 8129

E-mail: byblos.london@byblosbankeur.com

FRANCE

Byblos Bank Europe S.A., Paris Branch

15 Rue Lord Byron

F- 75008 Paris - France

Phone: (+33) 145631001

Fax: (+33) 145611577

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) 156 552 220

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
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Dora Highway - Aya Commercial Center
P.O.Box: 90-1446

Jdeidet El Metn - 1202 2119 Lebanon
Phone: (+961) 1 256290

Fax: (+961) 1 256293
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