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Lebanon in the News

$M (unless otherwise mentioned) 2015 Dec 2015 Sep 2016 Oct 2016 Nov 2016 Dec 2016 % Change
Exports 2.952 236 254 257 247 244 3.4
Imports 18,069 1,841 1,448 1,479,450 1,536 (16.6)
Trade Balance (15,117) (1,605) (1,194) (1,222) 03) (1,2 (1,292) (19.5)
Balance of Payments (3,354) (372) 189 (680) 453 910 -
Checks Cleared in LBP 18,714 1,709 1,722 1,780 1,684,879 10.0
Checks Cleared in FC 50,845 4,265 4,054 4,216 3,968880 (9.0)
Total Checks Cleared 69,559 5,974 5,776 5,996 5,652,759 (3.6)
Budget Deficit/Surplus (3,952) (711.58) - - - - -
Primary Balance 724.40 (338.61) - - - - -
Airport Passengers*** 7,240,397 616,258 819,886 554,122 555,933,009 59 (3.0)
$bn (unless otherwise mentioned) 2015 Dec 2015 Sep 2016 Oct 2016 Nov 2016 Dec 2016 % Change
BdL Gross FX Reserves 30.64 30.64 34.17 34.74 34.3%1.03 11.06
In months of Imports 20.35 16.64 23.60 23.49 23.71 22.15 33.1
Public Debt 70.33 70.33 74.73 74.5274.55 74.89 6.48
Bank Assets 185.99 185.99 198.07 199.67 200.9294.3 9.85
Bank Deposits (Private Sector) 151.59 151.59 158.15 157.66 159.1682.5 7.20
Bank Loans to Private Sector 54.22 54.22 56.65 56.69 56.497.18 5.45
Money Supply M2 52.15 52.15 54.17 53.83 54.1%54.68 4.84
Money Supply M3 123.62 123.62 129.12 128.74 130.0432.8 7.42
LBP Lending Rate (%)**** 7.45 7.45 8.44 8.35 8.26 8.23 78bps
LBP Deposit Rate (%) 5.56 5.56 5.58 553 4 5.5 5.56 -
USD Lending Rate (%) 7.06 7.06 7.20 7.06 7.167.35 29bps
USD Deposit Rate (%) 3.17 3.17 3.43 3.43 3.483.52 35bps
Consumer Price Index** (3.75) (3.40) 1.03 1.13 1.78 3.14 -

* Year-on-Year ** Year-on-Year percentage change ***includes arrivals, departures, transit
**E% Starting 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: bps i.e. basis points

Source: Association of Banks in 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 11.65 1.30 354,577 20.28% | Mar 2017 9.00 100.38 3.65
Solidere "A" 9.47 1.18 108,864 7.67% |Nov 2018 5.15 101.13 4.46
BLOM GDR 12.49 2.80 48,655 7.47% | May 2019 6.00 102.13 4.98
Solidere "B" 9.41 (0.42) 44,765 4.95% | Mar 2020 6.38 102.88 5.34
Audi Listed 6.75 0.00 36,849 21.84% | Apr 2021 8.25 109.75 5.57
HOLCIM 11.47 (5.21) 5,226 1.81% | Oct 2022 6.10 100.13 6.07
Audi GDR 6.70 (0.15) 5,000 6.50% |Jun 2025 6.25 97.75 6.61
Byblos Common 1.72 0.00 788 7.87% |Nov 2026 6.60 99.50 5.00
Byblos Pref. 09 105.50 0.00 - 1.71% |Feb 2030 6.65 98.50 6.00
Byblos Pref. 08 102.10 0.00 - 1.65% |Nov 2035 7.05 99.75 7.07
Source: Beirut Stock Exchange (BSE), * Week-on-week Source: Byblos Bank Capital Markets
| Feb20-24 [ Feb13-17 [ % Chanbe January 2017  January 2016 % Chal
Total Shares Traded 614,324 762,748 (15.5) 7,195,986 4,478,596 60.7
Total Value Traded $6,880,641 $3,909,273 76.0 $46,829,082 $38,492,918 21.7
Market Capitalization $12.35bn $12.30bn 0.43 $12.21bn $11.09bn  10.1

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

Beirut is 11th most expensive city in the world for expatriate housing
EuroCost International's annual survey on house rental prices for 2017 ranked BeiRériRing of Most Expensive Rental Cities
11th place globally, unchanged from its 2016 rank and compared to ninth place in 2015, 2017 2016

10th place in 2014, seventh place in 2013, eighth place in 2012, 10th place in eaghgfkong 1 2
2011 and 2010 and 28th place in 2009. Beirut remained the most expensive city 1pk)e 2 3
Middle East for expatriate housing in the 2017 survey, unchanged since the 2010 sugyR}n 3 1
The survey evaluates the average rental cost of two- and three-bedroom apartmextsy®ork 4 4
expatriates, and converts the average rent per location to euros. It said that the dajarga 5 5
flects the local rental market for expatriates and, therefore, differs from the rental mggtetrancisco 6 6
for the local population in terms of price level and evolution. Juba 7 10
Geneva 8 7
The survey considered Beirut to be more expensive than Washington, Doha and Lagdsgow 9 8
geles, and less costly than Geneva, Moscow and Singapore. Beirut and Doha w&ggd¢a@ore 10 9
only cities from the Middle East among the 20 most expensive cities globally in tesgig;t 11 11
of expatriate housing. Doha was the second most expensive Middle Eastern citwagington, DC 12 14
ranked in 13th place worldwide, while Abu Dhabi, Dubai and Riyadh were the thiygha 13 13
fourth and fifth most expensive cities for expatriate housing in the Middle East regig§ Angeles 14 18
and ranked globally in 21st, 22nd and 30th place, respectively. Beirut's rank remgigsghai 15 12
unchanged year-on-year, constituting, along with New York, Luanda in Angola, San Eigihey 16 16
cisco, Doha and Sydney the only cities with unchanged ranks among the top 20088grh 17 23
expensive locations worldwide, while the ranks of seven cities increased and thgggrieh 18 15
seven cities regressed from the 2016 survey. Mumbai 19 17

Miami 20 24
Hong Kong is the world’s most expensive rental city for expatriates; London has i€, EuroCost International Byblos Research

highest house rental prices among European cities; New York is the most expensive city
for expatriate housing in the Americas; while Luanda has the highest rents for expatriates
in Africa.

EuroCost International added that the locations selected for the survey are residential areas frequented by expagthtbst lit not
only includes residential units that are of high quality, as multinationals are aware that housing is a crucial compqagnatafséx
comfort and satisfaction and, therefore, seriously take into consideration their staff's living conditions.

Consumer Price Index up 5% in January 2017

The Central Administration of Statistics' Consumer Price Index increased by 4.7% year on-year in January 2017 compdneel to a c
of 3.2% in the same month of 2016. The cost of water, electricity, gas & other fuels grew by 18.4% year-on-year in January :
followed by the prices of clothing & footwear (+15.6%), transportation costs (+7.9%), actual rents (+7.6%), imputed réfjs (+4.¢
recreation & entertainment costs (+3.5%), the cost of education (+2.7%), prices at restaurants & hotels (+1.7%), misgetidaeous
& services (+1.5%), prices of furnishings & household equipment (+1.1%), communication costs (+0.9%) and the prices of alcol
beverages & tobacco (+0.5%). The distribution of actual rents shows that old rents grew by 13.5% annually in Januarye2tw, whil
rents increased by 3.6% from the same month of 2016. In contrast, healthcare costs regressed by 1%, while the pricasmfeod &

coholic beverages were nearly unchanged year-on-year in January 2017.

Further, the CPI fell by 0.5% in January 2017 from the preceding month, relative to a month-on-month increase of 0.6%én Dece
2016. Prices of water, electricity, gas & other fuels increased by 3% month-on-month in January 2017, followed by transpstigatio
(+2.1%), prices of furnishings & household equipment (+1.2%), miscellaneous goods & services (+1%), the prices of fooch& non-¢
holic beverages and communication costs (+0.7% each) and prices at restaurants & hotels (+0.3%). In contrast, the thiftgg.0f clo
footwear regressed by 12.9% month-on-month in January 2017, followed by recreation & entertainment costs (-0.9%), tle-cost o
cation (-0.7%), actual rents (-0.6%), imputed rents (-0.4%), the prices of alcoholic beverages & tobacco (-0.3%) and ¢twstkHeare
0.1%). The CPI increased by 3.5% month-on-month in the Bekaa and by 0.8% in the North, while it regressed by 2.4% inijre Sou
1.2% in Mount Lebanon, by 1% in Beirut and by 0.5% in Nabatieh. In parallel, the Fuel Price Index grew by 5.9% month-an-mont
January 2017, while the Education Price Index decreased by 0.75% from the preceding month.

Coincident Indicator up 4% in 2016

The Central Bank's Coincident Indicator, an index of economic activity in Lebanon, reached 291.8 points in December 2@H6 com
to 311.2 points in November 2016 and 302.3 points in December 2015. The Coincident Indicator, an average of 8 weighted eco
indicators, decreased by 6.2% month-on-month and by 3.5% year-on-year in December 2016. Also, the indicator averageis 289.2
in 2016 compared to 290.1 in the 12 months ending November 2016 and to 278.6 points in 2015. As a result, the 12-moth avere
incident indicator fell by a marginal 0.3% month-on-month and grew by 3.8% year-on-year. In parallel, the indicator imgnoeesd 13
and regressed 11 times on a monthly basis in the month of December since 1993. It averaged 249.5 points in 2010, 26804 points i
256.6 points in 2012, 264.7 points in 2013 and 273.2 pointsin-2014.
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E-cards are main source of income for two thirds of Syrians in Lebanon

The World Food Program (WFP) indicated that it assisted 644,109 registered Syrian refugees in Lebanon through e-carés and
Palestinian refugees from Syria with cash transfers in the fourth quarter of 2016. The WFP provides food assistancdeédSyularrab
refugees registered with the United Nations High Commissioner for Refugees through electronic cards (e-cards) and Balgstsian r
from Syria through cash transfers in partnership with the United Nations Relief and Works Agency. The WFP pointed casg #rat it h
e-card system as its primary form of food assistance for Syrians in Lebanon who cannot meet their basic food needs.flHezhards ar
each month with $27 per person and can be used to buy food in any of the 500 contracted outlets across Lebanon.

The WFP noted that food assistance through e-cards was the main source of income for 67% of WFP-assisted householifs in the
quarter of 2016, followed by income from unskilled labor as the secondary source at 32%. It said that WFP-assisted Syoids hous
have spent on average $548 per month in the fourth quarter of 2016, or $134 per capita; while non-assisted househaldersgent an
of $528 per month, equivalent to $95 per capita. It indicated that WFP-assisted households’ spending on food accountefl for 4
their total expenditures in the fourth quarter of 2016, followed by spending on rent (18%) and on healthcare (11%).

The WFP said that debt is a burden for most Syrian refugee households. It noted that the non-assisted households repagted an
debt level of $1,022 per household, relative to an average debt level of $760 per WFP-assisted households. It poinféeRxyasthat
sisted Syrian refugee households were on average 2.4 months behind rent payments, while non-assisted households were al
months behind schedule.

The WFP launched the Food Security Outcome Monitoring program (FSOM) in 2016 to measure food security trends among reci
and non-recipients of food assistance on a quarterly basis. The WFP and its partners interviewed 582 displaced Syriamihousel
November 2016, of which 325 were being assisted by the WFP and 257 were not. The FSOM questionnaire included close-ende
tions to evaluate food security, expenditures and processes.

Number of real estate transactions up 1% in January 2017, transactions by foreigners up 12%

Figures released by the Ministry of Finance indicate that there were 4,350 real estate transactions in January 20179 eonstitut
increase of 1.3% from 4,295 deals in the same month of 2016. In comparison, the number of real estate transactions yese-by 21
on-year in January 2016, while it fell by 28.4% in January 2015. There were 865 real estate transactions in the Baakafzuarga in
2017, representing 19.9% of the total. The North followed with 753 transactions (17.3%), then the Zahlé region with S8fhansac
(12.3%), the Keserwan area with 487 transactions (11.2%), the Metn district with 468 transactions (10.8%), the Souttramish 455 1
actions (10.5%), Nabatieh with 382 transactions (8.8%) and Beirut with 279 transactions (6.4%).

Also, the aggregate value of real estate transactions reached $570.8m in January 2017 and increased by 8.8% from $524n@m in tl
month of 2016. In comparison, the value of real estate deals was nearly unchanged in January 2016 compared to the same Ir
2015, while it decreased by 31.6% year-on-year in January 2015. The value of real estate transactions in Beirut reachadd$153.’
accounted for 26.9% of the total in January 2017. The Baabda district followed with $125m (21.9%), then the Metn regi®2mith $9
(16.9%), the Keserwan area with $67.3m (11.8%), the North with $45.2m (7.9%), the South with $33.4m (5.9%), the Zahlé area
$20.4m (3.6%) and Nabatieh with $17m (3%).

In parallel, the average value per real estate transaction was $131,227 in January 2017, up by 7.4% from an averag2/afe of $:
in January 2016 and relative to $147,797 in the same month of 2015. Further, there were 85 real estate transactiondesedgnesd by

in January 2017, reflecting an increase of 11.8% from 76 deals in January 2016, and compared to an annual decreaséanfuatys% in
2016 and a rise of 32.8% in the same month of 2015. The number of real estate transactions by foreigners accounted&brezto of ta
estate deals in January 2017 compared to 1.8% of deals in the same month of 2016 and to 2.5% of deals in January 2815. In |
29.4% of the real estate transactions executed by foreigners were in the Baabda district in January 2017, followed bedgimMetn

(20%), Zahlé (14.1%), the Keserwan area (12.9%), Beirut and the South (10.6% each) and the North (2.4%).

Launch of technical assistance program to support municipalities

The U.S. Agency for International Development (USAID) launched a two-year technical assistance program for 38 Lebanese mi
palities and unions of municipalities. The $15m project provides tailored technical assistance to municipalities anetyidrgaci
izations in order to strengthen their internal systems and business operations. It also supports networks of local eryaathaticate

for issues of public interest. The program is part of the Building Alliances for Local Advancement, Development and In@é&&ment
(BALADI CAP) that is funded by the USAID.

The Municipal Technical Assistance Program provides technical assistance to help municipalities improve their interriahfimancia
agement and governance structures through better organizational development, financial management, public outreach antbrmati
communication technology, and disaster management. The program also supports selected Lebanese municipalities in manag
complex environment created by the influx of Syrian refugees into local communities. The U.S. has provided over $75nh Ithe pe
years to support Lebanese municipalities build the essential foundations for strong local government and to address theaheeds
communities.
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Direct and indirect power consumption by displaced Syrians at 486 MW

A study conducted by the United Nations Development Program (UNDP) and the Ministry of Energy & Water estimated direct an
direct power consumption by displaced Syrians at 486 megawatts (MW). It noted that Lebanon continues to face persisjest chal
in the energy sector, as the gap between electricity generation and consumption continues to increase yearly. The méaigtrgitclai
this gap is leading to outages of at least three hours per day in Beirut and up to 12 hours per day outside of Bektfprte tpita-
prove power generation through the rehabilitation of power generation plants and renting power generation barges. |Etettadithat

du Liban (EdL) generated 61% of electricity consumption in Lebanon.

The study indicated that the power consumption of displaced Syrians in informal and formal settlements in Lebanon reattied 447
or 91.9% of the aggregate consumption by displaced Syrians. Further, it said that indirect additional power consumptigedifiesuni

to operate water pumps for longer hours to cater water demand of displaced Syrians reached 36.3 MW, or 7.5% of thenelal add
demand. Also, the additional indirect power consumption of public schools hosting displaced Syrian students totaled 2.8%IW or
of aggregate additional consumption. It claimed that the increased power consumption has resulted in the further defettheration
electricity network.

The study also stressed on proper measures that need to be taken to alleviate the negative impact of the additionabtiowengener
EdL. It pointed out that the rehabilitation of the ageing power plants and the construction of new ones by the Ministgy & Ener
Water are underway, but are not sufficient to cover the surge in electricity demand. It also noted that the Lebanese ¢agecoment
mitted to ensure that renewable energy would account for 12% of total power generation by 2020, but is far from reagfgndtits ta
said that short-term priorities include encouraging the use of energy saving bulbs and solar water heaters in resideneenvhile
term priorities consist of street lighting retrofit, high or low pressure sodium lamps, and decentralized solutions #rawskeler
energy sources, such as hydropower, biomass, biogas, wind power, solar power and geothermal power in electric powersgistributic
tems.

Opened letters of credits at $5.7bn for imports and $1.7bn for exports in 2016

Figures issued by the Central Bank indicate that the value of letters of credits (LCs) opened to finance imports to ladbd$bnsion

in 2016, constituting an increase of 9.8% from $5.2bn in 2015. The value of LCs opened to finance imports to Lebanon.i&dched $1
in the first quarter, $1.06bn in the second quarter, $1.44bn in the third quarter and $2.1bn in the fourth quarter ofh2,16tilFed
credits for imports totaled $5.3bn last year, up by 4% from $5.1bn in 2015. They reached $1.13bn in the first quartein $ie17bn
second quarter, $1.21bn in the third quarter and $1.8bn in the fourth quarter of 2016. They accounted for 93% of opeP@t6LCs ir
compared to a 98.1% share in the preceding year. Also, outstanding import credits amounted to $11.7bn in 2016 and grfeawby 4.7¢
$11.2bnin 2015. In addition, the aggregate value of inward bills for collection reached $1.18bn in 2016, constitutirgpanti&dr88&o
from $1.4bn in 2015. The value of inward bills for collection totaled $284.7m in the first quarter, $333.2m in the secem&2{@m

in the third quarter and $306.1m in the fourth quarter of 2016. Outstanding bills for collection reached $145.7m at t2@lénd of
relative to $143.3m at end-2015.

In parallel, the value of documentary letters of credits opened to finance exports from Lebanon reached $1.7bn in 20t6g @nstit
decrease of 29.2% from $2.4bn in 2015. It totaled $374.5m in the first quarter, $508.3m in the second quarter, $365Hird in the
quarter and $479.9m in the fourth quarter of 2016. Further, utilized credits for exports reached $1.84bn last year, déirirbyn28.
$2.6bn of used credits in 2015. They totaled $443.4m in the first quarter, $505.3m in the second quarter, $407.6m gu#reethird
and $480.4m in the fourth quarter of 2016. Outstanding export credits reached $8.6bn in 2016, down by 34.8% from $1%&bn in th
ceding year. The aggregate value of outward bills for collection amounted to $1.5bn in 2016, constituting a decline dd®%7foam

in 2015. They reached $337.8m in the first quarter, $365.8m in the second quarter, $405.4m in the third quarter and $##96.4m
fourth quarter of 2016. The outstanding value of outward bills for collection reached $721.1m at end-2016 relative to $%#8.6m a
earlier.

Revenues through Port of Beirut at $244m in 2016

Figures released by the Port of Beirut show that the port's overall revenues reached $244.1m in 2016, nearly unchan@@5nom $2-
in 2015. The Port of Beirut handled 8.77 million tons of freight in 2016, up by 6.7% from 8.2 million tons in the precedinpyead
freight amounted to 7.7 million tons last year and accounted for 88.2% of aggregate freight, while the remaining 1.08nsiltion t
11.8%, consisted of export cargo. A total of 2,014 ships docked at the port in 2016 compared to 1,807 vessels in 2015.

In parallel, revenues generated through the Port of Tripoli reached $14.5m in 2016, constituting an increase of 3% fram2$18.1m
The Port of Tripoli handled 1.92 million tons of freight last year, up by 1.6% from 1.89 million tons in 2015. Importecimeighted
to 1.53 million tons and accounted for 79.6% of the total, while the remaining 391,188 tons, or 20.4% of the total, wesrgopbrt
total of 814 vessels docked at the Port of Tripoli in 2016, constituting a drop of 5.8% from 864 ships in 2015.
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Total non-life premiums up 3% to $1.1bn in 2016
The annual survey hy/-Bayan magazine of the insurance sector in Non-Life Premiums of the Top 10 Insurers in 2016 ($m)
Lebanon shows that total non-life premiums generated by 45 insure===

companies reached $1.09bn in 2016, constituting an increase of Medgulf

from $1.06bn in 2015, and compared to growth rates of 2.4% in 2( Bankers

and 5.3% in 2014. Non-life premiums totaled $928.6m in 2012, $98.
in 2013 and $1.03bn in 2014. MedGulf ranked in first place wi
$102.5m in non-life premiums in 2016, followed by Bankers wit  Libano Suisse
$99.6m, AXA Middle East with $80.8m, Libano-Suisse with $73.8I Fidelity
and Fidelity with $68.2m. Byblos Bank's insurance affiliate ADII

AXA Middle East

ranked in 17th place with $22m in non-life premiums in 2016, whi Allianz SNA
it came in 15th place with $20.9m in non-life premiums in 2015. Tl Lia
ranks of Burgan, LCI and ATl improved by three spots each to 26 Arope

36th and 41st place, respectively, and registered the highest jum
the rankings among the 45 providers of non-life insurance operalC
in Lebanon. Burgan's non-life premiums grew from $7.6m in 2015 Al Mashrek

$8.5m last year, those of LCl increased from $2.6m in 2015 to $4. 10 20 <0 7 00 110
in 2016, while ATI's non-life premiums increased from $850,000 in

2015 to $990,000 in 2016. Source: Al-Bayan, Byblos Research

Growth in Non-Life Premiums (%)

ontinental Trust

There were three advances and three declines in the rankings of Tha—
top 20 insurers in Lebanon, while the rankings of the other 14 insure
were unchanged. The composition and the rankings of the top 10
surers were unchanged from 2015. In addition, nine out of the top
insurers posted increases in their non-life premiums, while the no, s, |
life premiums of AXA Middle East regressed by 1.3% from 2015. Th

top 10 insurers accounted for 64.5% of the non-life insurance martgo, -
in 2016 relative to 64.8% in 2015 and 66.7% in 2014; while the top 2

insurers represented 87% of premiums compared to 86% in 2015 ¢ 5o, |
85.8% in 2014. The aggregate non-life premiums of the top 10 insurt

reached $704.2m in 2016 compared to $686.7m in 2015 and $689. ¢ -
in 2014. 2008 2009 2010 2011 2012 2013 2014 2015 2016

20% A

Source: Al-Bayan, Byblos Research

Balance sheet of financial institutions down 18% in 2016

Figures released by the Central Bank show that the consolidated balance sheet of financial institutions in Lebanon reddired LBF
or $1.41bn at the end of 2016, constituting a decrease of 18.1% from $1.7bn at end-2015 and compared to an increa0a62.7% i
On the assets side, financial institutions' cash and bank deposits totaled $573.3m at the end of 2016, constituting7&/hapoa 9
year earlier and relative to a rise of 9.7% in 2015. Claims on the private sector reached $726.3m at end-2016 and d28r2%sed by
from end-2015. Also, investments in government securities totaled $136.7m at the end of 2016, constituting a declinemf&n89s fr
2015 and relative to a drop of 60% in 2015.

In parallel, liabilities to the private sector totaled $220m at the end of 2016, constituting a decrease of 49.4% fromeadd:861&red

to an increase of 67.5% in 2015; while liabilities to the financial sector reached $576m at end-2016, representing &6ifopnof 18
end-2015 and relative to a decrease of 19.7% in 2015. Further, the aggregate capital accounts of financial institutiothidcamour
$468.5m at the end of 2016, constituting an increase of 1.5% from end-2015. There were 51 financial institutions wifh7a total «
branches operating in Lebanon as at the end of June 2016.

First National Bank's net earnings at $41m in 2016

First National Bank sal, one of Lebanon's top 14 banks in terms of assets, announced unaudited consolidated net p&ifitsnof $4C
2016, up by 16.3% from net earnings of $35.1m in 2015. Net operating income grew by 15% year-on-year to $107.4m in 2816, wif
interest income rising by 14.3% to $46.9m and net fees & commissions receipts increasing by 2.3% year-on-year to $Qénatifgtal o
expenditures increased annually by 13.2% to $60.2m in 2016, with staff expenses growing by 11.6% to $35.7m and administrat
other operating expenditures expanding by 16.6% to $21.4m in 2016. Also, the bank's return on average assets was 0.86% in Z
an annualized basis relative to 0.87% in 2015; while its return on average equity was 9.9% on an annualized basis céni@ed to :
in 2015. The bank's cost-to-income ratio stood at 55.8% in 2016, relative to 55.5% in 2015.

In parallel, total assets reached $4.5bn at end-2016, constituting an increase of 9.2% from $4.1bn a year earlier, &/hiledoars

to customers, excluding those to related parties, grew by 8.8% from end-2015 to $970.7m. Also, customer deposits, eseuding
from related parties, totaled $3.44bn at end-2016 and rose by 8.9% from a year earlier. The loans-to-deposits ratimr2ge¥sed t
at end-2016 from 28.7% at end-2015. Further, the bank's shareholders' equity rose by 7.1% from end-2015 to $425.3m at end-2|
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Net profits of Syrian affiliates of Lebanese banks up 45% in 2016 due to unrealized foreign exchange gains on struc-
tural positions

Preliminary financial results issued by the affiliates of seven Lebanese banks operating in Syria show that their aggmediéée net
reached SYP54.5bn in 2016, constituting an increase of 44.9% from net earnings of SYP37.6bn in 2015. In US dollar teams, the
banks generated net profits of $118.4m in 2016 relative to net earnings of $158.7m in 2015. The banks' financial reshksdeflec
preciation of the Syrian pound on the official market, as it was trading at an average rate of SYP460.3 against therU&0d6llar i
compared to an average rate of SYP237 in 2015. Also, the official exchange rate was SYP498.6 per dollar at the endtdfe2@l 6 rele
SYP313.1 at the end of 2015. As such, the value of assets and liabilities in foreign currency becomes distorted wheamndmngerted
ported in Syrian pounds. In addition, the reported net profits include the unrealized net foreign exchange gains ompssitictusal
The profits of Bank Audi Syria increased by SYP5.3bn, followed by a rise of SYP4.8bn in those of Fransabank Syria, a grow!
SYP3.7bn in the income of Banque BEMO Saudi Fransi, an improvement of SYP1.43bn in the profits of Bank Al-Sharq, the affiliaf
Banque Libano-Francaise, an increase of SYP1.37bn in those of Bank of Syria & Overseas and a growth of SYP382.5m in the ir
of Byblos Bank Syria. In contrast, the earnings of Syria Gulf Bank, the affiliate of First National Bank, decreased by 8YiR136.2
2016.

In parallel, the banks' aggregate assets reached SYP820.9bn at the end of 2016 and increased by 27.8% from SYP64213hn at el
In US dollar terms, the assets of the seven banks declined by 19.7% from $2.05bn at end-2015 to $1.65bn at the end oic2016. T
in the value of assets in local currency was due to a 36.6% increase in the assets of Banque BEMO Saudi Fransi (+SBBGR®bn), ¢
improvement in those of Bank of Syria & Overseas (+SYP52.1bn), a 31.1% rise in the assets of Fransabank Syria (+SYP27.8
28.8% growth in those of Bank Audi Syria (+SYP23.5bn), a 22.8% increase in the assets of Syria Gulf Bank (+SYP10.8bnj; a 3.4¢
provement in those of Bank Al-Sharq (+SYP1.2bn) and a 0.4% expansion in the assets of Byblos Bank Syria (+SYP272.5ms), In col
the significant decrease in US dollar figures is due to the substantial depreciation of the Syrian pound. In parallelgite stogye-
holders' equity of the seven banks reached SYP143.1bn at end-2016, constituting an increase of 62.5% from SYP88.1bn at enc
while in US dollar terms, the banks' shareholders' equity rose by 2% from end-2015 to $287.1m at end-2016. The sevenyeinks h
to publish their detailed financial results for 2016.

Results of Affiliates of Lebanese Banks in Syria for 2016 (in US$)

Banque Bank of
BEMO Saudi Syria & Fransabank Bank Audi Byblos Bank Syria Gulf  Bank
Fransi Overseas Syria Syria Syria Bank Al-Sharq
Net Profits $22.5m $16.9m $24.8m $24.7m $15.82.0m $12.5m
Total Assets $471.0m $391.5m $235.0m $211.0m $148.3m3m $1%$72.5m
Shareholder's Equity $56.7m $43.9m $51.3m $55.4m $42.9nm2m  $828.7m

Source: Banks' financial statements

Launch of new initiative to support agri-tech

The British government announced a £2.5m, equivalent to $3.2m, in funding to the UK Lebanon Tech Hub to finance thefactiviti
the new International Research Centre (IRC) in Lebanon. The IRC is a platform that will fund and manage research and tevelo
projects over a period of three years, by connecting local partners with international ones. It aims to act as a bridtebetoeletige
capabilities at Lebanese universities and the global technology industry, in partnership with British universities elhdéstmiposition
Lebanon as a research and development hub in the Middle East.

The IRC will serve as a portal for multinational and local companies to conduct applied research and develop new sdtitiech in a
areas through a collaborative environment. The IRC’s first project is currently underway, in collaboration between thellrgbarsise

and the Geneva-based CERN European Laboratory for Particle Physics, among others. The project aims to produce the world
fiber optic sensors system to measure parameters such as temperature, humidity, concentration of pesticides, fertitiyerssaind en
the soil of cultivated fields. The project aims to create a more efficient irrigation system that will cut the cost of figltdsifrgm

$500 per hectare to under $80 per hectare.

The UK Lebanon Tech Hub is a joint initiative between Bangue du Liban and the United Kingdom government through the British |

bassy in Beirut. It aims to support the growth of the knowledge economy in Lebanon through the development of technolagg comp
in the country and create opportunities for Lebanese talent to access international markets.
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Import activity of top five freight forwarders up 4% in 2016, exports almost unchanged

Figures released by the Port of Beirut show that overall import shipping operations by the top five freight forwarderthéhpmrgh
reached 358,561 20-foot equivalent units (TEUs) in 2016, constituting an increase of 3.6% from 346,150 TEUs in 2015vé&he toy
freight forwarders accounted for 88.4% of imports to the Lebanese market and for 63.7% of the total import freight foradeing m
during 2016. Mediterranean Shipping Company (MSC) handled 110,387 TEUs in imports in 2016, equivalent to a 19.6% share «
total freight forwarding import market. Metz Group followed with 69,729 TEUs (12.4%), then Merit Shipping with 66,527 TBYS, (11.
Sealine Group with 65,026 TEUs (11.6%) and Gezairy Transport with 46,892 TEUs (8.3%). Further, Gezairy Transport registel
year-on-year increase of 53.7% in import shipping volume, the highest among the top five freight forwarders, while Sepline G
posted the steepest decline at -13.9%.

In parallel, export shipping operations by the top five freight forwarders through the Port of Beirut reached 89,030 TH Jalim@&t
unchanged from 89,197 TEUs in 2015. The top five freight forwarders accounted for 96.2% of exported Lebanese cargo &nd for !
of the total export freight forwarding market in 2016. Merit Shipping handled 43,553 TEUs of freight last year, equivl&#t tf 4

the Lebanese cargo export market. Metz Group followed with 20,302 TEUs (21.9%), then Sealine Group with 16,776 TEUs (18.
MSC with 4,444 TEUs (4.8%) and Gezairy Transport with 3,955 TEUs (4.3%). Further, Merit Shipping registered a year-on-year
of 25.7% in export shipping volume, while Sealine Group posted the steepest decline at -21.5%.

IBL Bank exercises call option on preferred shares and issues common shares

IBL Bank sal, one of Lebanon's top 14 banks in terms of assets, redeemed and cancelled 500,000 Series '2' Preferredusteanths. Con
the bank covered the LBP3.75bn ($2.5m) deficit in the capital account from the redemption through the issuance of 50061@6@new c
shares at a par value of LBP7,500 ($5) per share. The bank cancelled its Series '2' Preferred Shares on February 2&tritit@dand d
common shares gratis to existing shareholders, while it covered the cost of the newly-issued shares through an intefrahtiemsfe
reserves account to its capital account. The bank’s share capital currently consists of 20,000,000 common shares, withabtal eg
about $455m.

IBL Bank posted unaudited consolidated net profits of $59.4m in the first nine months of 2016, up by 12.3% from $52.@me the ¢
period of 2015. Its assets reached $6.51bn at end-September 2016; while net loans & advances to customers, excludimgrioass & a
to related parties, decreased by 7% from end-2015 to $1.02bn at the end of September 2016. Also, customer depositgposgitading
from related parties, totaled $5.4bn at end-September, up by 6.6% from the end of 2015.
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(in % unless specified) 2014 2015 2016e
Nominal GDP ($bn) 50.0 51.1 52.0
Public Debt in Foreign Currency / GDP 51.2 53.0 54.2
Public Debt in Local Currency / GDP 81.9 84.6 89.6
Gross Public Debt / GDP 133.1 137.6 144.0
Total Gross External Debt / GDP** 170.0 174.7 176.6
Trade Balance / GDP (34.4) (29.5) (30.0)
Exports / Imports 16.2 16.6 16.1
Fiscal Revenues / GDP 21.8 18.7 19.6
Fiscal Expenditures / GDP 27.9 26.5 28.2
Fiscal Balance / GDP (6.1) (7.7) (8.6)
Primary Balance / GDP 2.6 1.4 1.4
Gross Foreign Currency Reserves / M2 66.5 58.7 62.7
M3/ GDP 235.4 241.9 250.0
Commercial Banks Assets / GDP 351.4 364.0 392.9
Private Sector Deposits / GDP 288.9 296.6 312.5
Private Sector Loans / GDP 101.8 106.1 108.7
Private Sector Deposits Dollarization Rate 65.7 64.9 65.0
Private Sector Lending Dollarization Rate 75.6 74.8 73.6

*Change in percentage points 15/16

Change*

1.26
4.98
6.42
1.90
(0.47)
(0.49)
0.86
1.72
(0.86)
0.00
3.94
8.11
28.9
15.8
3.85
0.10
(1.23)

**[Includes 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 Banks in Lebanon, Institute of International Finance, International Monetary Fund, World Bank, Byblos Research Estimates & Calculations

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

Risk Metrics
Lebanon Feb 2015 Jan 2016 Feb 2016 = Change** Risk Level
Political Risk Rating 54.5 54.5 545 »« High
Financial Risk Rating 39.0 36.5 365 A Low
Economic Risk Rating 33.0 30.5 30.5 A Moderate
Composite Risk Rating 63.25 60.75 60.75 A Moderate
MENA Average* Feb 2015 Jan 2016 Feb 2016 Change** Risk Level
Political Risk Rating 57.9 57.7 57.7 A High
Financial Risk Rating 40.1 39.7 40.2 Y Very Low
Economic Risk Rating 34.8 30.3 31.0 A Moderate
Composite Risk Rating 66.4 63.8 64.4 A Moderate
*excluding Lebanon
**year-on-year change in risk
Source: The PRS Group, Byblos Research
Note: Political & Composite Risk Ratings range from 0 to 100 (where 100 indicates the lowest risk)

Financial & Economic Risk ratings range from 0 to 50 (where 50 indicates the lowest risk)
Ratings & Outlook
Sovereign Ratings Foreign Currency Local Currency

LT ST Outlook LT ST Outlook

Moody's 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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BYBLOS BANK GROUP

LEBANON BELGIUM
Byblos Bank S.A.L Byblos Bank Europe S.A.
Achrafieh - Beirut Brussels Head Office
Elias Sarkis Avenue - Byblos Bank Tower Rue Montoyer 10
P.O.Box: 11-5605 Riad El Solh - Beirut 1107 2811- Lebanon  Bte. 3, 1000 Brussels - Belgium
Phone: (+961) 1 335200 Phone: (+ 32) 2 551 00 20
Fax:  (+961) 1339436 Fax: (+32)25130526
E-mail: byblos.europe @byblosbankeur.com
SYRIA
Byblos Bank Syria S.A. UNITED KINGDOM
Damascus Head Office Byblos Bank Europe S.A., London Branch
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
Jdeidet El Metn - 1202 2119 Lebanon
CYPRUS Phone: (+961) 1 256290
Limassol Branch Fax: (+961) 1 256293

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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