Issue 475
December 19, 2016 - January 7, 2017

BYBLOS BANK-:sa

Economic Research & Analysis Department

LEBANON THIS WEEK

Ecor_womlc [ Bl oscoezooocon: . Performance of MENA Stock Markets in 2016 (% change)
Capital Markets..............c..c.c..... 1. 80 - 762
Lebanon in the News................. 2 70 —
Cost of sending remittances fromthe U.S. g0 -
declines in fourth quarter of 2016
50 +
Lebanese banking sector has similar level
of vulnerability as sectors in the U.S., 40 - 317 305 o5
Germany and Saudi Arabia 30 - :
Central Bank regulates banks' proceeds 20 - 12.1
from financial swap operations 10 - 89 7 62 56 43
: T 2416 05 04 01
Central Bank's foreign assets up 10% to i A , . ] l T E = . , . l .
$41bn in 2016 05
-10 - ’
Financial conditions of Syrian refugees
regress 20 - -173
o : T T N SR R i M A IR S N S
Coincident Indicator up 4% year-on-year ‘S F OO S W P @SS
in first 10 months of 2016 e S & A N &QQ 0"Q = Q¥ Y;& @»“ Sé ‘Q‘b’Q ‘gé Q A& A
> & A i
New Cabinet sets ambitious agenda > %5,0
Tourist arrivals up 11% in first 11 months Performance of the Beirut Stock Exchange*
of 2016
Occupancy rate at Beirut hotels at 58%, 125 -
room yields down 15% in first 11 months
of 2016 120 4
Consumer Price Index down 1% in first 115
11 months of 2016 )
Number of real estate transactions up 2% 110 +
in first 11 months of 2016, transactions by 105
foreigners down 23% ]
Number of new construction permits up 100 -
16%, surface area up 0.5% in first 11
months of 2016 95 1
Cabinet approves oil & gas decrees 90 -
Trade deficit widens by 7% to $14bn in 85 ' ' ' ' ' ' ' ' ' ' ' '
first 11 months of 2016 ) o D & Y 5 < 5 %
N «\ \\"d ‘)‘8}‘ Q(\ @Qﬁ < o s\\\% 03,% o &° o o
. N SOMRN > > & & &
Gross public debt at $74.54bn at end-No- Qéo g Q\ ) & &
vember 2016 < > Ay

Value of cleared checks down 2%, re-
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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 % $ %
CapitaliZ n
Solidere "A" 10.22 (1.54) 74,201 8.60% |Mar 2017 9.00 100.88 4.58
BLOM GDR 11.20 1.82 8,931 6.96% |Nov 2018 5.15 99.00 5.72
Solidere "B" 10.19 (2.95) 6,944 5.57% |May 2019 6.00 99.63 6.17
BLOM Listed 10.62 0.19 4,833 19.21% | Mar 2020 6.38 99.88 6.42
Byblos Common 1.70 0.00 84 8.09% | Apr 2021 8.25 106.00 6.61
Audi Listed 6.80 0.00 - 22.87% | Oct 2022 6.10 97.13 6.71
Byblos Pref. 08 102.60 0.00 - 1.73% |Jun 2025 6.25 94.75 7.09
Byblos Pref. 09 101.30 0.00 - 1.70% |Nov 2026 6.60 96.38 7.12
HOLCIM 11.75 0.00 - 1.93% | Feb 2030 6.65 95.50 7.18
Audi GDR 6.50 0.00 - 6.56% | Nov 2035 7.05 97.13 7.33
Source: Beirut Sock Exchange (BSE); * \Week-on-week Source: Byblos Bank Capital Markets
| Jan35 | Dec2730| % Chane December 2016 December 015 % Chd
Total Shares Traded 98,011 1,500,875 (93.5) 17,811,981 4,158,263 328.4
Total Value Traded $1,089,011 $14,553,886 (92.5) $121,409,329 $32,073,440 278.5
Market Capitalization $11.89bn $11.90bn (0.14) $11.90bn $11.22bn 6.1

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

Cost of sending remittances from the U.S. declines in fourth

quarter of 2016
Figures issued by the World Bank show that the cost of sending $500 Costliest Destinations of Remittances
in remittances from the United States to Lebanon reached 5.93% in the from the United States* (%)

fourth quarter of 2016, constituting a decrease from 6.08% in the third
quarter of 2016 and an increase from 5.91% in the fourth quarter of  cypa
2015. The cost includes the transaction fee and exchange rate margin,
and represents the average cost of transferring money through com- g,

. . eyp
mercial banks and money transfer operators (MTOs). In nominal terms,
the cost of sending $500 from the U.S. to Lebanon was $29.65 in the
fourth quarter of 2016 relative to $30.38 in the preceding quarter.
Lebanon is the ninth most expensive destination for sending $500 froni .

. . . ndonesia

the U.S. among 42 countries with available data.

uyana

. . Cape Verd
Further, the cost of sending remittances from Canada to Lebanon wag® Yerde

8.11% in the fourth quarter of 2016 for a transfer of CAD500, up from

7.60% in the preceding quarter and from 7.45% in the fourth quarter
of 2015. In nominal terms, the cost of sending CAD500 from Canada
to Lebanon was CAD40.53 in the fourth quarter of 2016 relative to

CAD38.01 in the previous quarter and to CAD37.27 in the same quar- .
ter of 2015. Lebanon is the second most expensive destination for send- BraZl
ing CAD500 from Canada among 15 countries with available data. :I

Lebanon

Jordan

Thailand

Also, the cost of sending remittances from Australia to Lebanon )
reached 7.28% in the fourth quarter of 2016 for a transfer of AUD500, Semalia _

down from 7.52% in the third quarter of 2016 and from 7.65% in the ' ' ' ' ' '
fourth quarter of 2015. The cost of sending AUD500 from Australia to 2 4 6 8 10 12
Lebanon was AUD36.42 in the fourth quarter of 2016 relative to* Cost of sending $500 from the U.S

AUD38.24 in the fourth quarter of 2015. Lebanon is the eighth moskource: World Bank, Byblos Research

expensive destination for sending AUD500 from Australia among 16

countries with available data.

In addition, the cost of sending remittances from France to Lebanon was 6.06% in the fourth quarter of 2016 for a tldRgébpf E
down from 6.88% in the preceding quarter and from 7.94% in the fourth quarter of 2015. In nominal terms, the cost of $e8dbhg EU
from France to Lebanon was EUR20.92 in the fourth quarter of 2016 relative to EUR23.74 in the previous quarter and toiEUR27.
the fourth quarter of 2015. Lebanon is the fourth most expensive destination for sending EUR345 from France among 1Gittountrie:
available data.

Further, the cost of sending remittances from the United Kingdom to Lebanon reached 10.52% in the fourth quarter ot20iéeior a
of GBP300, up from 9.6% in the preceding quarter. In nominal terms, the cost of sending GBP300 from the UK to Lebanon
GBP31.57 in the fourth quarter of 2016 relative to GBP28.79 in the previous quarter. Lebanon is the second most expeaisive desti
for sending GBP300 from the UK among 33 countries with available data.

Also, the cost of sending remittances from Germany to Lebanon was 8.24% in the fourth quarter of 2016 for a transfer ofif UR34
from 7.22% in the preceding quarter and relative to 7.11% in the fourth quarter of 2015. In nominal terms, the cost &l#R8dg
from Germany to Lebanon was EUR28.42 in the fourth quarter of 2016 relative to EUR24.89 in the previous quarter and EUR24.
the fourth quarter of 2015. Lebanon is the third most expensive destination for sending EUR345 from Germany among 24 coul
with available data.

Finally, the cost of sending remittances from Saudi Arabia to Lebanon reached 1.83% in the fourth quarter of 2016 forod trans
SAR1,870, equivalent to $500, down from 2.08% in the preceding quarter. In nominal terms, the cost of sending SAR1,87%0 from ¢
Arabia to Lebanon was SAR34.29 in the fourth quarter of 2016 relative to SAR38.97 in the previous quarter. Lebanon ig#éise sixth
expensive destination for sending SAR1,870 from Saudi Arabia among 17 countries with available data.
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Lebanon in the News

Lebanese banking sector has similar level of vulnerability as sectors in the U.S., Germany and Saudi Arabia

In its semi-annual risk assessment of 114 banking systems in advanced and emerging economies, Fitch Ratings placednkéfiginon's
sector among 77 banking systems with a "low level of potential vulnerability", the highest category on Fitch's Macro-Pndittal
(MPI). The MPI identifies the build-up of potential stress in banking systems due to a specific set of circumstances.Higgalight
potential systemic stress that could materialize up to three years after an early warning is first detected. As suiibs instantes

of rapid real credit growth over successive two-year periods, along with growth in real property prices, an appreciatiealin the
exchange rate or a rise in real equity prices. Its assessment is based on three years of annual data, with a trigtier ihraeyyetrs
determining a country's MPI score. It said that an MPI score of '1' denotes low potential vulnerability, while a sceflecit'#oderate
vulnerability and a score of '3' denotes a high level of vulnerability to potential systemic stress.

Lebanon's MPI score has been unchanged since October 2013, when Fitch upgraded Lebanon's score to '1' from a prev&us sco
As such, Lebanon, along with Angola, Bahrain, Cameroon, Cape Verde, Egypt, Israel, Kenya, Kuwait, Morocco, Namibia, Nigt
Oman, Saudi Arabia, the Seychelles, South Africa, Tunisia, the UAE and Uganda have an MPI score of '1' in the MiddleiEast & A
region. Other countries in this category include Canada, Denmark, France, Germany, Japan and the United States.

In parallel, the agency indicated that Lebanon's banking sector was among 15 banking systems that have a Banking System In
(BSI) of 'b". The BSl is a measure of intrinsic banking system quality or strength, derived from Fitch's Viability Ratiagkolt de-
liberately excludes potential support from shareholders or governments since the objective is to highlight systemic weaknesse
might trigger the need for such support. The BSI is an asset-weighted average of bank Viability Ratings for at least dWwioathiksls

in any banking system, including systemically important unrated banks. Lebanon came in the 'b' category, along with Eggpgand N
in the Middle East & Africa region, as well as with Argentina, Armenia, Ecuador and Kazakhstan, among others, worldwsgéd Fitch
that 60% of banking systems in developed countries have BSls of 'a’ and higher. It added that only three banking sesltgyedn dev
economies have a BSI of 'aa’ and only one sector has a BSI of 'ccc' or lower. Also, it indicated that the typical levred strieagikh

in emerging markets is weaker and is distributed evenly across the 'bbb’, 'bb' and 'b' categories, with only three laskimtheeat

and two sectors in the 'ccc' categories. Lebanon, Belarus, the Dominican Republic, Ecuador, Egypt, El Salvador, Kazakietan, N
Slovenia, Sri Lanka and Vietham are the only countries with an MPI score of '1' and a BSI Strength of 'b'.

Central Bank regulates banks' proceeds from financial swap operations

The Central Bank of Lebanon issued Intermediate Circular 446 on December 30, 2016, which amends Basic Circular 66 dated Dec
24, 1999 about the financial operations and financial market activity of banks, financial institutions and financial imtesniedia
Lebanon. Intermediate Circular 446 replaces Intermediate Circular 440 issued on November 8, 2016 about the excess bahksdls tha
generated from the Central Bank's recent financial swap operations.

Circular 446 asked banks to book the surplus of funds, which they generated from simultaneously selling local-currendyon@sisury
from their portfolio and buying financial instruments in foreign currency, under deferred liabilities to be included irethBiroT
Capital. It said that banks should use the surplus of funds to meet the collective provisions requirements set by then€etdral B
comply with the new capital adequacy ratios and to cover any additional costs related to the implementation of the IFRIS§ accol
standards. It noted that banks should use the surplus of funds to build provisions in Lebanese pounds to cover thettessapdicim

of currency devaluation on the banks' participation in foreign operations. In addition, banks should also cover the goarceéli ge
from mergers and acquisitions.

The circular indicated that, in case the surplus of funds at banks exceeds the amount they need to meet the previoudlyementio
quirements, they can release up to 70% of the excess amount. The released amount can be recognized as non-distritmligible profits
under Common Equity Tier One as reserve for capital increase. Further, the circular pointed out that the capital intieakel&dno

in the calculation of the banks' foreign currency position.

Central Bank's foreign assets up 10% to $41bn in 2016

The Central Bank's interim balance sheet totaled $102.3bn at the end 2016, constituting a decrease of 1.7% from $1@hdwf at the
September 2016 and an increase of 12.6% from $90.9bn at the end of 2015. Assets in foreign currency reached $40.7lof at the
2016, nearly unchanged from $40.6bn at end-September 2016 and reflecting an increase of 9.7% from $37.1bn at end-2015. As
foreign currency regressed by $74.6m in January, by $581.4m in March, by $558.1m in April, by $1bn in June, by $129.2nbéar,Septe
by $38m in October and by $297m in November; while they increased by $156.5m in February, by $1.3bn in May, by $447.2m in
by $4bn in August and by $531.8m in December 2016. This resulted in an aggregate increase of $3.6bn in 2016. In comparisc
Central Bank's assets in foreign currency increased by $2.6bn in 2014, while they declined by $771m in 2015 and by $85m in 2

In parallel, the value of the Central Bank's gold reserves regressed by 12.5% from the end of September 2016 and rosary 8.7¢
on-year to $10.7bn at end-2016. Also, the Bank’s securities portfolio grew by 43.3% year-on-year to $25.8bn in 2016epositer, d
of the financial sector at the Central Bank reached $84.2bn at the end of 2016 and grew by $2bn, or 2.4% from the enldeof Sept
2016 and by $9.9bn, or 13.3% from end-2015. In comparisen; public sector deposits totaled $5.5bn at the end of 2016damg declil
$1.46bn, or 21%, from end-September 2016, while they increased by $105m or 2% year-on-year.
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Lebanon in the News

Financial conditions of Syrian refugees regress

A survey commissioned by the United Nations High Commissioner spending per Syrian Refugee by Governorate (US$)
for Refugees (UNHCR), the World Food Program (WFP) and the
United Nations Children's Fund (UNICEF) indicated that Syrias -
refugees continue to exhaust their limited resources and are adopgjng
more severe coping mechanisms to survive, while their personal debt
is on the rise. The survey is part of the 2016 Vulnerability Assessmiéht
for Syrian Refugees in Lebanon. 120
The survey shows that a Syrian refugee in Lebanon spent a meall(r)?cf
$104 per month in 2016, down by 2.8% from $107 in 2015. Refuge¥s
in Beirut spent $180 per capita, followed by Syrians in the Metn araa
at about $161 per capita, in Jbeil at $141 per capita and the Kser\%a_
district at about $140 per capita, while refugees in Hermela and Baal-

=

beck spend around $60 per capita. It added that per capita expenditureg\’\ S & & & ¢ i &
. . . N . . . L o o & ® Y)l- ¥ &
increased in just nine districts in Lebanon, while per capita spending X K 3
contracted by more than 20% in each of Baabda, Baalbek, Bécharré, e@‘ N

Bint Jbeil, Hermel and Jbeil. It indicated that spending on food ac- & ‘b‘p

counted for 44% of total monthly expgnditures in 2015, followed RY \ce: United Nations High Commissioner for Refugees, World

rent (17%) and healthcare (12%), while other categories, such asg¥¢y program, United Nations Children's Fund, Byblos Research

giene, telecom, water, transport and electricity, represented the remain-

ing 27%. In addition, the survey pointed out that 85% of Syrian households said that they pay rent, and that this caegdingas
among the top concerns for them. It noted that the average monthly rent was $189, with a high of $327 in Beirut and H/ldnv of $1
each of the Akkar and Baalbek-Hermel governorates. It added that rent ranges from $53 for a tent to an average of $24Bdoed no
apartment or house. Further, the survey revealed that 53% of households spend less than $87 per month, which is bel@ak the S
Minimum Expenditure Basket that includes basic items needed for the physical survival of a household. It estimated tBgtiah% of
refugee households lived below the poverty line of $3.84 per person per day in 2016, nearly unchanged from 70% a et @arlier,
from 49% in 2014.

In parallel, the survey indicated that income opportunities remain a challenge for Syrian refugee households. It noteaf thet £3%
holds cited informal credit from shops, friends and family as the primary source of income; followed by food vouchersn(pdvayyte
construction work (32%); work in the services sector (25%); employment in agriculture (21%) and work in manufacturing48%). A
result, the survey pointed out that households have adopted coping strategies, as 85% of households said that they spéuadétthei
on food, 77% noted that they bought food on credit and 67% reported a decrease in spending on essential non-food itethat It add
refugees in 2016 have increasingly used coping strategies that directly affected the households' livelihood, such asseéltillg ho
goods, personal assets or real estate held in Syria.

Further, the survey showed that 90% of Syrian households are currently in debt, with 78% of households reporting deltfin exce
$200 each and 44% having debt in excess of $600 each. It noted that indebted refugees have accumulated an averag&oh$857 ir
2016 per household, up from $842 in 2015. It added that households in Beirut, the Minieh-Dannieh area and Jezzine hate the
amount of debt, and that the percentage of households with debt in these districts decreased since 2015. It said thas&tidlelsf ho
reported that they borrowed money to buy food, 38% said that they resorted to debt to cover healthcare expenses andi3b%i revea
they borrowed funds to pay rent. Also, 70% of households cited friends and relatives as the main sources of borrowedbmedey, fol
by supermarkets and shops (38%) and landlords (8%). The survey was conducted between May and June 2016 for quant#ative ai
and discussion groups were held to gather qualitative information. The data was collected from 4,596 Syrian refugee aoussholds
Lebanon.

Coincident Indicator up 4% year-on-year in first 10 months of 2016

The Central Bank's Coincident Indicator, an index of economic activity in Lebanon, reached 287.1 points in October 2016toompar
284.2 in September 2016 and 281.4 in October 2015. The Coincident Indicator, an average of 8 weighted economic indkeatls, inc
by 1% month-on-month and by 2% year-on-year in October 2016. The indicator averaged 286.7 in the first 10 months of 216, up
from 274.8 in the same period of 2015. Also, the indicator averaged 288.6 in the 12-month ending October 2016, comparied to 28
the 12-month ending September 2016 and 275.8 in the 12-month ending October 2015. As a result, the 12-month averaga-coincic
dicator rose by a marginal 0.2% month-on-month and by 4.6% year-on-year. In parallel, the indicator improved 21 timebsjwegresse
times and was unchanged one time on a monthly basis in the month of October since 1993. It averaged 249.5 points in 2010,
points in 2011, 256.6 points in 2012, 264.7 points in 2013, 273.2 points in 2014 and 278.6 points in 2015.
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Lebanon in the News

New Cabinet sets ambitious agenda

The new Council of Ministers indicated in its Ministerial Statement that the government plans to set a series of ptiogitesnimg
months to restore investor confidence, improve the investment climate, create jobs, and achieve sustainable econontielggowth in
These measures include the ratification of a budget for 2017, the implementation of structural reforms, and putting fortmfyans
structure and economic development projects. Also, the Cabinet plans to submit a series of draft laws to Parliamenhdthatre ai
improving the business environment in the country, as well as to implement measures to stimulate and improve producsivelsector
as tourism, industry and agriculture. Further, the Cabinet noted that macroeconomic stability will remain the cornerdtanerd$ Le
economic policy, along with preserving monetary stability.

The Cabinet also pledged in its statement to speed up the processes of approving and formulating the necessary decrelegexhd law
to the licensing, exploration and extraction of the country’s hydrocarbon resources. Further, the government plans teedefatop t
mation technology and telecommunication sectors in the country through reducing the cost to end-users and improvingritie spe
quality of services. In parallel, the government committed to immediately address the chronic issues of public servicedeilinegy
electricity and water, road infrastructure and traffic jams, in addition to the solid waste management problem and thieiticetexf po
the Litani River. Also, the Cabinet intends to expand the country’s social safety net, along with achieving a universakesasitiim

and giving the right of education for all Lebanese and for all children residing in Lebanon. It aims to continue implemeardingnal
program to fight poverty and, in particular, it committed to secure the necessary funds to combat extreme poverty.

In parallel, the government pledged in its statement to develop a national strategy to fight corruption and to swiftlytieffdethen
measures in the sectors that are prone to fraud. First, it plans to abolish the influence of the political class on qugdiviagencies
that were not properly functioning, along with reactivating and improving the supervisory roles of these organizationsh&eoand,
ernment plans to appoint qualified personnel to the vacant positions in the public administration and at public institutions.

Tourist arrivals up 11% in first 11 months of 2016

The number of incoming visitors to Lebanon totaled 1,546,820 in tr@nange in the Number of Tourist Arrivals from Main
first 11 months of 2016, constituting an increase of 10.9% from Sources in First 11 Months of 2016*
1,394,340 tourists in the same period of 2015, and a drop of 23.3% from
2 million visitors in the first 11 months of 2010. Also, the number of if2”
coming visitors reached 121,725 in November 2016, up by 21.8% from

99,952 in November 2015. Visitors from European countries accounted l -

for 33.5% of the total in the first 11 months of 2016, followed by visitor&% 1

from Arab economies with 31.1%, the Americas with 17.5%, Asia with ' ' ‘
7.3%, Africa with 6.1% and Oceania with 4.4%. Also, tourists from Iraq

accounted for 14.3% of total visitors in the covered period, followed13yo -

visitors from the U.S. (9.1%), France (8.6%), Canada (5.9%), Germany

(5.3%), Jordan (5.2%), Egypt (4.9%) and the United Kingdom (3.7%).

-35% -
In parallel, the number of visitors from Oceania rose by 24.6% year-on-
year in the first 11 months of 2016, followed by visitors from African
countries (+22.1%), the Americas (+11.9%), Europe (+10.9 %), the Assds -
region (+9%) and Asia (+2.5%). On a country basis, the number of
tourists from Venezuela and Iraq surged by 24.9% each year-on-year in
the first 11 months of 2016, followed by visitors from Sweden (+22.5%5y, |
Turkey (+19.6%), Germany (+16.4%), the U.S. (+13.1%), EQypt  QOceania Europe America Africa  Arab Asia
(+11.9%), Jordan (+11.1%), Brazil (+10.3%), Canada (+9.2%), Frar;u%
(+7.5%) and the United Kingdom (+6.7%). In contrast, the numbersg
visitors from the UAE fell by 74.7%, followed by those from Kuwait
(-25.1%), Saudi Arabia (-19.1%) and Italy (-0.7%).

e -
fom the same period of 2010
urce: Ministry of Tourism, Byblos Research
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Occupancy rate at Beirut hotels at 58%, room yields down
15% in first 11 months of 2016
EY's benchmark survey of the hotel sector in the Middle East indicaté{btel Sector Performance in First 11 Months of 2016

that the average occupancy rate at hotels in Beirut was 58% in the first Occupancy RevPAR RevPAR

11 months of 2016, unchanged from the same period of 2015 and com- Rate (%) (US$) % change
pared to an average rate of 61% in 14 Arab markets included in theJagtdah 72 207 (5.7)
vey. The occupancy rate at Beirut hotels was the sixth lowest in the reQigyai 80 198 (7.5)
in the first 11 months of 2016, similar to its rank in the same periodvifdina 60 141 (13.6)
2015. In comparison, the average occupancy rate in Arab markets falifkah 47 136 (6.5)
2.8 percentage points year-on-year in the first 11 months of 2016. Opeiira 63 136 (17.3)
pancy rates at Beirut hotels were 53% in January, 57% in February, Mfgcat 65 121 (13.0)
in March, 55% in April, 66% in May, 44% in June, 63% in July, 63% Ras Al Khaimah 72.6 116 10.9
August, 70% in September, 54% in October and 65% in November 2&lgadh 57 110 (19.2)
In comparison, occupancy rates were 50% in January, 56% in Februamyait City 39 105 (15.4)
56% in March, 58% in April, 64% in May, 58% in June, 58% in Julyianama 50 100 (5.6)
64% in August, 55% in September, 55% in October and 57% in Nov@ing Dhabi 77 97 (16.6)
ber 2015. The survey noted that the 8% year-on-year increase in Be®alito City 63 83 54.0
hotel occupancy in November 2016 could be due to a more stable poltigahan 51 81 (10.5)
environment in Lebanon as a result of the election of a new PresideBgirut 58 81 (15.2)

. ) ] Source: EY, Byblos Research
The average rate per room at Beirut hotels was $137 in the first 11 months

of 2016, ranking the capital's hotels as the third least expensive in the re-
gion relative to Abu Dhabi ($125) and Cairo ($132). The average rate per
room at Beirut hotels regressed by 16.2% year-on-year and constituted
the steepest drop among all markets in the region. The average rate per
room in Beirut came below the regional average of $201.4 that decreased
by 3.7% from the same period of 2015.

Further, revenues per available room (RevPAR) were $81 in Beirut in the first 11 months of 2016, down from $95 in theosame pi
of 2015 and were, along with those in Amman, the lowest in the region. Beirut's RevPAR decreased by 15.2% year-on-yedr and |
the fifth steepest decline among Arab markets. Beirut posted RevPARs of $79 in January, $78 in February, $68 in Marghil$72 in
$94 in May, $55 in June, $92 in July, $88 in August, $112 in September, $72 in October and $85 in November 2016, conpared t
in January, $91 in February, $90 in March, $97 in April, $118 in May, $89 in June, $111 in July, $113 in August, $92 ire6&&&mb

in October and $85 in November 2015. Makkah posted the highest average rate per room in the region at $290, Jeddah pos
highest RevPAR at $207, while Dubai posted the highest occupancy rate at 80% in the first 11 months of 2016.

Consumer Price Index down 1% in first 11 months of 2016

The Central Administration of Statistics' Consumer Price Index regressed by 1.2% year on-year in the first 11 monthswp@@tH co
to a decline of 3.8% in first 11 months of 2015. But the CPI increased by 1.8% in November 2016 from November 2015. &he prici
clothing & footwear grew by 8% year-on-year in November 2016, followed by actual rents (+7.9%), recreation & entertairgsnent c
(+4.3%), imputed rents (+4.1%), the cost of education (+3.5%), prices at restaurants & hotels (+2.5%), transportatid¥;osts-(+2
cellaneous goods & services (+1.6%), prices of alcoholic beverages & tobacco (+0.9%), those of furnishings & household equip
(+0.8%) and the prices of water, electricity, gas & other fuels (+0.1%). The distribution of actual rents shows thatgskelrdyts
15.3% annually in November 2016, while new rents increased by 3.1% from the same month of 2015. In contrast, healtlesare co
gressed by 1.1% year-on-year in the first 11 months of the year, followed by the prices of food & non-alcoholic bevefajjasd-0.6
communication costs (-0.19%).

Further, the CPI grew by 0.4% in November 2016 from the preceding month, relative to a month-on-month increase of 0.986 in Oc
2016. Prices of clothing & footwear increased by 2.2% month-on-month, followed by the prices of water, electricity, gatu&l®ther
(+0.8%), prices of food & non-alcoholic beverages and actual rents (+0.5% each), imputed rents (+0.3%), recreation &estitertain
costs, furnishings & household equipment and transportation costs (+0.2% each), prices at restaurants & hotels and sgoetlaneou
& services (+0.1% each). In contrast, healthcare costs regressed by 0.3% and communication costs decreased by 0.2%«fdamg the pr
month, while the prices of alcoholic beverages & tobacco and the cost of education were unchanged month-on-month in Nove
2016. The CPI increased by 0.8% month-on-month in each of the Bekaa and the North, by 0.5% in Beirut, by 0.3% in théb@outh a
0.2% in Mount Lebanon, while it regressed by 0.1% in Nabatieh. In parallel, the Fuel Price Index grew by 0.9% month-on-mont
November 2016, while the Education Price Index was unchanged from the preceding month.
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Number of real estate transactions up 2% in first 11 months of 2016, transactions by foreigners down 23%

Figures released by the Ministry of Finance indicate that there were 57,774 real estate transactions in the first 126idhtbsrof
stituting an increase of 2% from 56,637 deals in the same period of 2015. In comparison, the number of real estate tteoygaetions

by 11.1% in the first 11 months of 2015. There were 12,209 real estate transactions in the Baabda area during the fasbil mont
2016, representing 21.1% of the total. The North followed with 9,253 transactions (16%), then the Zahlé region with a@Rihsans
(12.5%), the Metn district with 6,359 transactions (11%), the Keserwan area with 6,180 transactions (10.7%), the South with 5,
transactions (10.1%), Nabatieh with 5,302 transactions (9.2%) and Beirut with 3,699 transactions (6.4%).

Also, the aggregate value of real estate transactions reached $7.5bn in the first 11 months of 2016 and increased b$5B14% from
in the same period of 2015. In comparison, the value of real estate deals totaled $8.1bn in the first 11 months of 2QtofThe va
real estate transactions in Beirut reached $1.9bn and accounted for 25.1% of the total in the covered period. The Badidaveidtri

with $1.8bn (24.2%), then the Metn region with $1.3bn (17.9%), the Keserwan area with $766.9m (10.2%), the North with $526.¢
(7%), the South with $512.4m (6.8%), the Zahlé area with $282.3m (3.8%), and Nabatieh with $217.8m (2.9%).

In parallel, the average value per real estate transaction was $129,623 in the first 11 months of 2016, up by 3.3% fega an ave
value of $125,490 in the same period of 2015 and relative to $126,378 in the first 11 months of 2014. Further, thereeaére 967
estate transactions executed by foreigners in the first 11 months of 2016, which constituted a decrease of 23.3% frol® ih,260 de:
the same period of 2015, and compared to an annual increase of 23.5% in the first 11 months of 2015 and a drop of am% in the
period of 2014. The number of real estate transactions by foreigners accounted for 1.7% of total real estate deald Imtioafirst

of 2016 compared to 2.2% of deals in the same period of 2015 and to 1.6% of deals in the first 11 months of 2014. 27 j8dfallel,

of the real estate transactions executed by foreigners were in the Baabda district during the first 11 months of 2016y Bkawed
(19.2%), the Metn region (14.1%), the South (12.6%), the Keserwan area (9.5%), the North (8.7%), Zahlé (5.4%), and [S&batieh (2.

Number of new construction permits up 16%, surface area up
0.5% in first 11 months of 2016

The Orders of Engineers & Architects of Beirut and of Tripoli issuegrface Area of new Construction Permits in Beirut*
15,891 new construction permits in the first 11 months of 2016, consti- (% of Total)

tuting an increase of 15.6% from 13,743 permits in the first 11 months
of 2015, and relative to a drop of 10.5% in the same period of 20085
Mount Lebanon accounted for 35.7% of newly-issued construction per-
mits in the first 11 months of 2016, followed by the South with 18.898% 1
the North with 15.8%, Nabatieh with 13.7%, the Bekaa with 9.1% and
Beirut with 3.9%. The remaining 3% represent permits issued by the
Order of Engineers & Architects of Tripoli for regions located outsid %
northern Lebanon. The number of new construction permits issued for
the North rose by 75.2% year-on-year in the first 11 months of 2016, fgb, |
lowed by permits for the South (+28.1%), Nabatieh (+19.2%) and the
Bekaa (+2.5%). In contrast, the number of new construction permits §34 -
sued for Beirut dropped by 17.1% year-on-year in the first 11 months of
2016 and those issued for Mount Lebanon regressed by 1.1%, while gé&t- -
mits issued for regions located outside northern Lebanon grew by 89.9%
year-on-year. 3%

2010 2011 2012 2013 2014 2015 2016
Fngher, the surface area of.grante_d construction permits reached *,lﬂ’f%efirst 11 months of each year
m|I.I|on square meters (sgm) in the first 11 months of 2016,. representii@ce: Orders of Engineers & Architects of Beirut and Tripoli
a rise of 0.5% from the first 11 months of 2015. In comparison, the sur-
face area of granted construction permits regressed by 10.3% year-on-year in the first 11 months of 2015. Mount Lebaedticaccou
4.9 million sgm, or 42.9% of the total, in the first 11 months of 2016. The North followed with 1.65 million sgm (14.5%) tBeath
with 1.6 million sgm (14.2%), the Bekaa with 1.15 million sqm (10.2%), Nabatieh with 1.09 million sgm (9.6%), and Beir&7\&2iTi0 4
sgm (4.3%). The remaining 475,235 sqm, or 4.2% of the total, represent the surface area of permits that were issued loy Ere Orde
gineers & Architects of Tripoli for regions located outside northern Lebanon. The surface area of construction permits tbgued f
Bekaa region grew by 22.7% year-on-year in the covered period, followed by the South (+16.1%), Nabatieh (+15.2%) and the
(+11.1%). In contrast, the surface area of construction permits issued for Beirut decreased by 20.2%, and that issuedebaivount
regressed by 9.8%. The surface area of granted construction permits for regions located outside northern Lebanon dédigedrby 7.
on-year. In parallel, cement deliveries totaled 4.4 million tons in the first 10 months of 2016, constituting an incré&sé&aim74.1
million tons in the same period of 2015 and relative to a drop of 12.3% in the first 10 months of 2015.
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Cabinet approves oil & gas decrees

The new Cabinet approved two decrees related to the development of the offshore oil & gas industry in Lebanon, includéig bloc
scription, the tender protocol and the model exploration and production agreement (EPA). The decrees outline the tePAdaf the E
Lebanon’s offshore hydrocarbon resources, and specify the maritime border and number of blocks in Lebanon’s Exclusive Ecor
Zone (EEZ) that will be open for bidding. The EPA is an agreement between the government and pre-qualified oil compamigiethat p
the petroleum right holders the exclusive right to explore, develop and produce oil and gas in Lebanon’s offshore EEdetHils full
concerning the tender protocol and the model EPA have not been released yet.

The two decrees pave the way for the first licensing round of offshore gas and oil exploration in Lebanon’s EEZ, whicbfchsists
blocks with the size of each block ranging from 1,259 square kilometers to 2,374 square kilometers. The total area sfisHZLBOCK
square kilometers, in addition to a buffer zone along the coast with an area of 1,200 square kilometers where petrdkesiar@aciyit
allowed. The Ministry of Energy & Water indicated that Lebanon will offer five offshore blocks for bidding. It estimatepldinatix
phase to take about five years before extraction begins. It noted that Lebanon could sign its first deal with the winmires edthpa
nine months.

The ministry plans to conduct another pre-qualification round for companies interested in participating in the first fmemdjrzond

that subsequently may be awarded exclusive petroleum rights. In 2013, 46 companies were qualified to take part in the dildding
and gas tenders, of which 12 were pre-qualified as right-holder operators and 34 as right-holder non-operators. Irepaadlieétth
agreed to form a ministerial committee to study the tax regime for the hydrocarbon industry, and another committee tamicuss ¢
hydrocarbon law.

Trade deficit widens by 7% to $14bn in first 11 months of 2016

The total value of imports reached $17.2bn in the first 11 months of 2016, constituting an increase of 5.8% from the davhe peri
2015; while the aggregate value of exports increased marginally by 0.6% to reach $2.7bn in the covered period. As dedfefiog tra
widened by 6.8% year-on-year to $14.4bn in the first 11 months of 2016 due to an increase of $941.7m in imports. Thgoritse in i
mainly reflects an increase of $657m, or 23.1%, in the value of imported oil & mineral fuels to $3.5bn in the first 11 f2d#his o
The value of oil & mineral fuels accounted for 20.4% of total imports in the covered period compared to a share of 17{5%6 111 the
months of 2015. The coverage ratio was 15.9% in the first 11 months of 2016 compared to 16.7% in the same period of 2015, w
reached 17.1% in November 2016 relative to 14.4% in the same month of 2015.

In volume terms, imports reached 16.1 million tons in the first 11 months of 2016 compared to 14 million tons in the shimie peric
2015, while exports regressed by 16.6% annually to 1.5 million tons in the covered period. Imports of oil & mineral fas&libgre
27% year-on-year to 8.2 million tons, while non-hydrocarbon imports grew by 5.4% annually to 7.9 million tons. Also, ini@rted o
mineral fuels accounted for 50.8% of total imports in the covered period relative to a 46.2% share in the first 11 mdrgh3lod 20
increase in the imports of oil & mineral fuels is mainly due to the discrepancy in the data reported by Electricité dullL)bas (E
EdL's imports' schedule varies from year to year.

China was the main source of imports with $1.9bn, or 11.2% of the total, in the first 11 months of 2016, followed by $alyBlith
(7.4%), the United States with $1.1bn (6.4%), Germany with $1.07bn (6.2%), Greece with $940.2m (5.5%), Egypt with $716.5m (4
and Russia with $685.2 ($4%). Imports from Egypt rose by 67.2%, those from Greece grew by 30.6%, imports from United State
creased by 16.8%, those from Italy expanded by 7.4% and imports from China grew by 0.4%; while imports from Russia $éll by 1:
and those from Germany declined by 5.2% year-on-year. In parallel, the Port of Beirut was the entry point for 72.7% o Lebar
imports in the first 11 months of 2016, followed by the Hariri International Airport (19.8%), the Port of Tripoli (5.3%)ttbEFaida
(1.4%), the Arida and Masnaa crossing points (0.3% each), and the Abboudieh and Tyre crossing points (0.1% each).

Further, South Africa was the main export destination of Lebanese merchandise with $608.5m, or 22.3% of total exportfyfollowe
Saudi Arabia with $245.3m (9%), the UAE with $219m (8%), Syria with $169.3m (6.2%), Iraq with $149m (5.5%) and Jordan w
$93.4m (3.4%). Exports to South Africa grew by 3.3 times year-on-year in the first 11 months of 2016, while those todraedcontr
by 26%, exports to Saudi Arabia dropped by 24.5%, those to the UAE regressed by 24%, exports to Syria fell by 12.3%aand thq
Jordan decreased by 10.1% year-on-year.

Lebanon's main exports were jewelry with $780.5m, which accounted for 28.6% of the total. They were followed by preparféd food
at $404.8m (14.8%), machinery & mechanical appliances at $307m (11.2%), chemical products at $278.6m (10.2%), base me
$224.7m (8.2%), vegetable products at $167.4m (6.1%), plastics & rubber at $123.1m (4.5%) and paper products at $126m (4.4
parallel, the Port of Beirut was the exit point for 46.8% of Lebanon's total exports in the first 11 months of the yeed, byilthe
Hariri International Airport (39.6%), the Port of Tripoli (7.1%), the Masnaa crossing point (3.1%), the Arida crossingdppitiig?2
Abboudieh crossing point (0.8%) and the Port of Saida (0.5%). Re-exports totaled $465.1m in the first 11 months of 20t&@ompa
$453.4m in the same period of 2015.
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Gross public debt at $74.54bn at end-November 2016

Lebanon's gross public debt reached $74.54bn at the end of November 2016, constituting an increase of 6% from $70.3th at en
and a rise of 5.8% from $70.4bn at the end of November 2015. In nominal terms, the gross public debt grew by $4.2bnlih the fi
months of 2016 relative to an increase of $3.9bn in the same period of 2015. Debt denominated in Lebanese pounds totaled $4¢
end-November 2016, growing by 7.2% from the end of 2015 and by 7% from end-November 2015; while debt denominated in fol
currency stood at $28.2bn, constituting a rise of 4.1% from end-2015 and an increase of 3.9% from a year earlier. Lgcdkbtirrenc
accounted for 62.2% of the gross public debt at the end of November 2016 compared to 61.5% a year earlier, while foosigie€urren
nominated debt represented the balance of 37.8% relative to 38.5% at end-November 2015. The weighted interest ratengn outs
Treasury bills was 6.94% and that on Eurobonds was 6.45% in November 2016. Further, the weighted life on Eurobonds w&s 6.24
while that on Treasury bills was 1,272 days.

The Central Bank held 43.5% of the Lebanese pound-denominated public debt at the end of November 2016, up from 36.6%
earlier, followed by commercial banks with 41% of the local debt, down from 46.6% at end-November 2015. Also, public fxgencie:
nancial institutions and the public held 15.5% of local debt at end-November 2016, down from 16.8% a year earlier. Eyraktated,
holders and special T-bills in foreign currencies accounted for 92.9% of foreign-currency denominated debt at the end @f Nove
2016, followed by multilateral institutions with 3.7%, foreign governments with 3.3% and Paris Il loans with 0.1%. Comagksial b
held about 46.6% of the total public debt as at end-November 2016 relative to 53.8% of the total at the end of 201grak®, the
market debt accounted for about 64% of total the public debt. Gross market debt is the total public debt less the ptnf@iest
Bank, the National Social Security Fund, bilateral and multilateral loans, as well as Paris Il and Paris Il related debt.

In parallel, Fitch Ratings rates Lebanon's long- and short-term foreign currency sovereign credit ratings at 'B-'. BuéttiBadbark
Credit Default Swap Implied Ratings, an indicator of risk appetite by foreign investors, show that Lebanon's sovereammslieletred
by the market to have a 'B' risk level, which is one notch higher than Fitch's rating as at January 5, 2017.

Value of cleared checks down 2%, returned checks down 4.5% in first 11 months of 2016

The value of cleared checks reached $62.3bn in the first 11 months of 2016, constituting a decrease of 2% from $63 4. in the
period of 2015. In comparison, the value of cleared checks regressed by 6.9% in the first 11 months of 2015 and incAfasad by 3
the same period of 2014. The value of cleared checks in Lebanese pounds grew by 6% year-on-year to the equivalent o $18br
first 11 months of 2016, while their value in US dollars declined by 5% to $44.3bn in the covered period. The dollareafiolesaed
checks decreased to 71.1% from 73.3% in the first 11 months of 2015. Further, there were 11.3 million cleared checksid the fi
months of 2016, down by 1.1% from 11.4 million in the same period last year.

In parallel, the value of returned checks in domestic and foreign currency was $1.34bn in the first 11 months of 2016toompar
$1.41bn in the same period of 2015 and $1.44n in the first 11 months of 2014. This constituted a drop of 4.5% year-ba-fjesr in t

11 months of 2016 relative to a decrease of 2.2% in the same period of 2015 and an increase of 1.6% in the first 11 @ddnths of
Also, there were 208,200 returned checks in the covered period, down by 3.1% from 214,900 checks in the first 11 months of 20

Slight improvement in commercial activity in second quarter of 2016

The Central Bank's quarterly business survey of the opinions of business managers shows that the volume of commercialasdles i
in relative terms quarter-on-quarter during the second quarter of 2016, with the balance of opinions standing at -18 ee@¥ared
during the preceding quarter and to -12 during the second quarter of 2015. The business survey reflects the opinioise ofi@ndeygrs
about their business activity in order to depict the evolution of a number of key economic variables. The balance of apitfiens w
lowest in each of Beirut & Mount Lebanon and the Bekaa region at -22, followed by the North (-20) and the South (+20eyrhe st
shows that the balance of opinions about the sales of food items was -1 in the second quarter of 2016 relative to €dedirthe pr
guarter and to zero in the same quarter of 2015. The balance of opinions about the sales of non-food products was e28dn the
quarter compared to -30 in the preceding quarter and to -14 in the second quarter of 2015; while it was -26 for intégouatisstred-
ative to -22 in the previous quarter and to -20 in the second quarter of 2015. Also, the balance of opinions for invenitoalllesen-
mercial sub-sectors was -7 in the second quarter of 2016, compared to zero in the previous quarter and to -8 in thetseadnd qu
2015. Opinions about the level of inventories were the lowest in the North as they reached -28, followed by the Soutihu¢-20), Be
Mount Lebanon (-1) and the Bekaa (+4). The balance of opinions is the difference between the proportion of surveyed n@anagel
consider that there was an improvement in an indicator and the proportion of those who reported a decline in the same indicator

Commercial Activity: year-on-year evolution of opinions

Aggregate results Q2-13 Q2-14 Q2-15 Q2-16
Sales volume -17 -8 -12 -18
Number of employees -1 +1 -5 -4
Inventories of finished goods -4 -1 -7 0
Q2-16 Regional results Beirut / Mount Lebanon North South Bekaa
Sales volume -22 -20 -22 -18
Inventories of finished goods -1 -28 +4 +15

Source: Central Bank business survey for second quarter of 2016
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Commercial banks' assets reach $201bn at end-November

2016

The consolidated balance sheet of commercial banks operating Fyésident Private Sector Lending Growth* (%
Lebanon shows that total assets reached $201bn at the end of November
2016, constituting an increase of 8% from the end of 2015 and a ris 340/, -
9.7% from end-November 2015. Loans extended to the private se
reached $56.5bn at the end of November 2016, reflecting an incre
of 4.2% from the end of 2015 and a rise of 6.2% from end-Novemi
2015. Loans to the resident private sector totaled $50.7bn and grev
5.5% from the end of 2015 and by 6.8% year-on-year; while credit 16%
the non-resident private sector reached $6.3bn, expanding by 1.5% 1
end-2015 and by 8.8% from end-November 2015. In nominal terr 12% -
credit to the private sector increased by $2.27bn in the first 11 mor

of 2016 relative to a growth of $2.32bn in the same period of 20: ge, -
Lending to the resident private sector grew by $2.65bn in the first
months of 2016 relative to an increase of $2.1bn in the same perio 4%
2015, while credit to the non-resident private sector expanded by $¢
in the first 11 months of the year compared to an increase of $234 0% A
in the same period of 2015. The dollarization rate in private sector le = ’°
ing regressed to 72.6% at the end of November 2016 from 74.5% a" 2010 2011 2012 2013 2014 2015 2016
earlier. In addition, claims on non-resident banks reached $9.2bn atmﬁthe first 11 months of each year
en(_j of November _2016, down by 20.6% from the end of 2015, whi urce: Association of Banks in Lebanon, Byblos Research
claims on the public sector stood at $34.7bn at the end of November,
down by 8.2% from end-2015. The average lending rate in Lebanese pounds was 8.26% in November 2016, while the same ratt
dollars stood at 7.16%. Further, the deposits of commercial banks at the Central Bank totaled $87.9bn at the end of Nt&embel
constituting a jump of 24.6% from the end of 2015 and a rise of 26.2% from the end of November 2015.

Change)

20% -

In parallel, private sector deposits totaled $159.2bn at the end of November 2016, constituting an increase of 5% froff2Bsend
and a rise of 6.3% from end-November 2015. Deposits in Lebanese pounds reached $55.2bn and grew by 3.7% from end-2015
4.1% from a year earlier; while deposits in foreign currencies totaled $104bn and increased by 5.7% from the end of 20E9&nd by
from end-November 2015. Aggregate non-resident deposits reached $33.1bn at the end of November and expanded by 3.9% frc
2015 and by 6.9% from a year earlier.

In nominal terms, private sector deposits regressed by $88.9m in January, by $80.9m in February and by $491.5m in Oetober;
they increased by $1bn in March, by $486.2m in April, by $959.2m in May, by $768.8m in June, by $409.3m in July, by $2kst,in Aug
by $1.05bn in September and by $1.5bn in November 2016. As such, total private sector deposits rose by $7.6bn in toathst 11 r
of 2016 compared to an increase of $5.4bn in the same period of 2015. Resident private sector deposits grew by $6rébtlin the
months of 2016 relative to a rise of $4.7bn in the same period of 2015, while non-resident deposits jumped by $1.2tst i the fi
months of the year compared to an increase of $662m in the same period of 2015. Further, deposits of non-resident b&®Shrache!
at the end of November 2016, down marginally by 0.3% from end-2015 and up by 2.4% from a year earlier.

The dollarization rate of deposits was 65.3% at the end of November 2016 relative to 64.6% a year earlier. Further, thepasirage
rate in Lebanese pounds was 5.54% in November 2016 compared to 5.56% a year earlier, while the same rate in US doltars was
relative to 3.17% in November 2015. In addition, the ratio of private sector loans-to-deposits in foreign currency st aeB9.
below the Central Bank's limit of 70% and compared to 41% a year earlier. The same ratio in Lebanese pounds was 28.1% at e
vember 2016 relative to 25.6% at the end of November 2015. The ratio of total private sector loans-to-deposits was 35§ét, unct
from end-November 2015. The banks' aggregate capital base stood at $17.8bn, up by 6.5% from $16.7bn at end-2015.

Stock market index up 0.5% in 2016

Figures released by the Beirut Stock Exchange (BSE) indicate that trading volume reached 120.5 million shares in 20ty eonstitu
increase of 61.4% from 74.6 million shares traded in 2015; while aggregate turnover amounted to $971.6m, up by 54.5%advem a tul
of $629m in 2015. Market capitalization grew by 6.1% from the end of 2015 to $11.9bn, with banking stocks accounting fir 83.1
the total, followed by real estate shares (14.5%), industrial firms (2.1%) and trading stocks (0.3%). The market liquvdity 8a2%

in 2016 compared to 5.6% in 2015. Banking stocks accounted for 92.2% of the aggregate trading volume in 2016, followed b
estate equities with 7.6% and industrial shares with 0.2%. Also, banking stocks represented 89.6% of the aggregate redue of
traded, followed by real estate equities with 10.1% and industrial stocks with 0.3%. The average daily traded volumeidonitze pe
493,739 shares for an average daily value of $4m. The figures reflect an increase of 59.4% in volume and a rise of b® §%gin val
on-year. In parallel, the Capital Markets Authority's Market Value-Weighted Index for stocks traded on the BSE increa%géhby 0.5
2016, while the CMA's Banks Market Value-Weighted Index rose by 13.6% from end-2015.
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Contracts of electricity distribution service providers extended until 2020

State-owned utility company Electricité du Liban (EdL) announced that it renewed for four years the contracts of thritg @iectric
tribution service providers (DSPs), BUTEC Utility Services sal (BUS), KVA sal and the National Electricity Utility Compgig\dal
Company). The terms of the renewed contracts remained unchanged from the original version. The renewed contracts iifesdl to be
by the Ministry of Energy & Water and the Ministry of Finance to go into effect. EdL provided two four-month extensionsrtréots

of the three DSPs in 2016, after the original contracts expired in April 2016. The extensions of the contracts weret@ttiné labdr
strikes of EdL’s contractual workers in 2012 and 2014, when workers shut down EdL's facilities, which contributed to delaging t
plementation of the contracts.

In April 2012, EdL, in association with the Ministry of Energy & Water, awarded BUS, KVA sal and the NEU Company four-year cc
tracts to provide various services on behalf of EdL, including the installation of smart meters. The contracts stipilatasbaif
delays in the execution of certain contractual obligations that fall within the DSP’s responsibility, the latter wouldzsspEloabever,

the contracts would be extended automatically and for a mutually agreed time period with EdL, in case the delays wereftee-resul
ternal factors that are unrelated to the DSP’s performance. Also, EdL has the right to terminate the contracts at wilkbusorag
consequences to its decision.

The DSPs are in charge of operating and maintaining the electricity distribution networks across Lebanon, along withrmdist@mer a
tering services on behalf of EdL. They also collect subscription fees, install electric meters, conduct network survegs,raanegje
assets, among other responsibilities. BUS, a subsidiary of the BUTEC Group, manages the network in the North and thartsorther
of Mount Lebanon; KVA provides its services to Beirut and the Bekaa Valley areas; while NEU Company, which is part of the Del
Group, covers six regions and 16 divisions in Mount Lebanon and the South.

Banks renew collective labor agreement with Federation of Bank Employees

The Association of Banks in Lebanon renewed the collective labor agreement (CLA) with the Federation of Bank Employees fol
additional years, retroactive as of the beginning of January 2016. The CLA governs the professional relationship betwegethenta

of commercial banks and their employees. The 2016-2017 CLA maintains the currently adopted payroll plan and working hour:
were agreed upon in the 2013-2014 CLA, as well as the school and university tuition stipends, transportation remuneiagen, me
and maternity bonuses, and cashiers' allowances, among other benefits.

Further, the agreement maintained the banks' financial contribution towards their current employees' medical treaticmd tlotd ds

at venues other than hospitals. In addition, the CLA indicated that employees with a minimum of 25 years of continuousremploy
and who claim their end-of-service indemnity from the National Social Security Fund will receive an additional financissatompen
equivalent to five or six months of salary, depending on the number of years of service.

In parallel, banks need to ensure that their employees have the right to adhere to a second class hospitalization cevegéimsu
known as the Conversion Privilege Options (CPO) system. Bank employees would benefit from health coverage followingrtiegit retir
either through the services of an insurance company or a hospitalization mutual fund. Also, employees would have tliheight to ¢
to the coverage plan within 90 days following the start of their retirement and would be required to pay an insuranceqréraium f
coverage. Further, the coverage plan would allow bank employees to purchase the CPO plan for their spouse, provideéathat th
the insurance premium. In parallel, the CLA stipulates that the CPO plan would remain in effect as long as banks do natamplen
private insurance system for retirees that would provide more services than the CPO system. There were 24,638 emphaydésdn the
sector in Lebanon at the end of 2015, up by 15.5% from 21,338 employees in 2010.

Lucid Investment Bank officially added to list of banks in Lebanon

The Central Bank of Lebanon indicated in December 2016 that it removed Lucid Investment Corporation sal from the ligabf final
institutions and added it to the list of banks under the name of Lucid Investment Bank sal. Lucid Investment receivedltBarentr
of Lebanon’s approval on December 22, 2015 to change the financial institution to a specialized bank. The bank incrpiaéd its
from LBP7.8bn to LBP30bn at the end of 2015 in order to meet the minimum regulatory capital requirement that banks muost adh
in order to operate in Lebanon. The bank will continue to provide investment banking services including corporate firsmgyegmadvi
mergers and acquisitions, initial public offering, and underwriting. It will also offer asset management services inclittimyanea
agement, among other brokerage and financial services. There are currently 67 commercial and specialized banks andi®0 finar
stitutions licensed to operate in Lebanon. Lucid Investment was established in 2003 as a specialized corporate finarnycfahadviso
offering financial advisory and management consulting services to medium sized businesses in the Middle East & Africa region.
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Ratio Highlights

(in % unless specified) 2014 2015 2016e Change*
Nominal GDP ($bn) 50.0 51.1 52.0

Public Debt in Foreign Currency / GDP 51.2 53.0 54.2 217
Public Debt in Local Currency / GDP 81.9 84.6 89.6 645
Gross Public Debt / GDP 133.1 137.6 143.8 862
Total Gross External Debt / GDP** 170.0 174.7 176.6 190
Trade Balance / GDP (34.4) (29.5) (30.0) 47
Exports / Imports 16.2 16.6 16.1 (49)
Fiscal Revenues / GDP 21.8 18.7 19.6 118
Fiscal Expenditures / GDP 27.9 26.5 28.2 218
Fiscal Balance / GDP (6.2) (7.7) (8.6) 99
Primary Balance / GDP 2.6 1.4 1.4 1
Gross Foreign Currency Reserves / M2 66.5 58.7 62.7 394
M3/ GDP 235.4 241.9 250.0 1230
Commercial Banks Assets / GDP 351.4 364.0 392.5 3483
Private Sector Deposits / GDP 288.9 296.6 307.7 1618
Private Sector Loans / GDP 101.8 106.1 109.2 495
Private Sector Deposits Dollarization Rate 65.7 64.9 65.0 10
Private Sector Lending Dollarization Rate 75.6 74.8 73.6 (123)

* Changein basis points 15/16

**|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 Oct 2015  Change**  Risk Level
Political Risk Rating 52.0 54.5 545 Y High
Financial Risk Rating 38.0 39.0 39.0 Y Low
Economic Risk Rating 27.0 33.0 33.0 Y Moderate
Composite Risk Rating 58.5 63.25 63.25 Y Moderate
MENA Average* Oct 2014 Sep 2015 Oct 2015 Change** Risk Level
Political Risk Rating 57.1 57.6 57.7 Y High
Financial Risk Rating 40.6 39.2 39.3 A Low
Economic Risk Rating 35.6 31.3 31.2 A Moderate
Composite Risk Rating 66.6 64.0 641 A Moderate
*excluding Lebanon
**year-on-year changein risk
Source: The PRS Group, Byblos Research
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 Local Currency

LT ST Outlook LT ST Outlook

Moody's B2 NP Negative B2 Negative
Fitch Ratings B- B Stable B- Stable
Standard & Poor's B- B Stable B- B Stable
Capital Intelligence B B Negative B B Negative
Source: Rating agencies
Banking Ratings Banks' Financial Strength Banking Sector Risk Outlook
Moody's E+ Negative
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Economic Research & Analysis Department
Byblos Bank Group
P.O. Box 11-5605
Beirut — Lebanon
Tel: (961) 1 338 100
Fax: (961) 1 217 774
E-mail: research@byblosbank.com.lb
www.byblosbank.com

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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Al Chaalan - Amine Loutfi Hafez Street Berkeley Square House
P.O.Box: 5424 Damascus - Syria Berkeley Square
Phone: (+963) 11 9292 - 3348240/1/2/3/4 GB - London W1J 6BS - United Kingdom
Fax:  (+963) 11 3348205 Phone: (+ 44) 20 7518 8100
E-mail: byblosbanksyria@byblosbank.com Fax: (+44) 20 7518 8129
E-mail: byblos.london@byblosbankeur.com
IRAQ
Erbil Branch, Kurdistan, Iraq FRANCE
Street 60, Near Sports Stadium Byblos Bank Europe S.A., Paris Branch
P.O.Box: 34 - 0383 Erbil - Iraq 15 Rue Lord Byron
Phone: (+ 964) 66 2233457/8/9 - 2560017/9 F- 75008 Paris - France
E-mail: erbilboranch@byblosbank.com.lb Phone: (+33) 1456310 01
Fax: (+33) 145611577
Sulaymaniyah Branch, Kurdistan, Iraq E-mail: byblos.europe@byblosbankeur.com
Salem street, Kurdistan Mall - Sulaymaniyah
Phone: (+ 964) 773 042 1010/ (+ 964) 773 041 1010 SUDAN
Byblos Bank Africa
Baghdad Branch, Iraq Khartoum Head Office
Al Karrada - Salman Faeq Street Intersection of Mac Nimer and Baladiyya Streets
Al Wahda District, No. 904/14, Facing Al Shuruk Building P.O.Box: 8121 - Khartoum - Sudan
P.O.Box: 3085 Badalat Al Olwiya — Iraq Phone: (+ 249) 1 56 552 222
Phone: (+ 964) 770 6527807 / (+ 964) 780 9133031/2 Fax: (+ 249) 156 552 220
E-mail: baghdadbranch@byblosbank.com.lb E-mail: byblosbankafrica@byblosbank.com
Basra Branch, Iraq NIGERIA
Intersection of July 14th, Manawi Basha Street, Al Basra — Iraq Byblos Bank Nigeria Representative Office
Phone: (+ 964) 770 4931900 / (+ 964) 770 4931919 161C Rafu Taylor Close - Off Idejo Street
E-mail: basrabranch@byblosbank.com.lb Victoria Island, Lagos - Nigeria
Phone: (+ 234) 706 112 5800
UNITED ARAB EMIRATES (+234) 808 839 9122
Byblos Bank Abu Dhabi Representative Office E-mail: nigeriarepresentativeoffice @byblosbank.com.lb
Intersection of Muroor and Electra Streets
P.O.Box: 73893 Abu Dhabi - UAE DEMOCRATIC REPUBLIC OF CONGO
Phone: (+ 971) 2 6336050 - 2 6336400 Byblos Bank RDC S.A.R.L
Fax: (+971) 2 6338400 Avenue du Marché No. 4
E-mail: abudhabirepoffice@byblosbank.com.lb Kinshasa-Gombe, Democratic Republic of Congo
Phone: (+ 243) 81 7070701
ARMENIA (+243) 99 1009001
Byblos Bank Armenia CJSC E-mail: byblosbankrdc@byblosbank.com
18/3 Amiryan Street - Area 0002
Yerevan - Republic of Armenia ADIR INSURANCE
Phone: (+ 374) 10 530362 Fax: (+ 374) 10 535296 Dora Highway - Aya Commercial Center
E-mail: infoarm@byblosbank.com P.O.Box: 90-1446
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