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The Syrian conflict 
continues to 
weigh heavily on 
Lebanon, adding 
pressures to 
a deteriorating 
fiscal position and 
leaving growth flat 
in 2014.

IMF forecasts Lebanon real GDP growth at 1% for 2014 and 2.5% for 2015

In its April 2014 edition of the World Economic Outlook titled “Recovery Strengthens, 
Remains Uneven,” the International Monetary Fund (IMF) revised Lebanon’s real GDP 
growth downward for 2013 and 2014 while projecting a growth rate of 2.5% for 2015. The 
IMF also estimated Lebanon’s nominal GDP at USD 44.3 billion in 2013 from USD 42.5 
billion in 2012. It would reach USD 45.5 billion in 2014, and USD 47.5 billion in 2015. 

In parallel, the IMF expected the MENA region’s economic activity to strengthen in 2014 
and 2015 as export growth improves in line with trading partners’ recoveries and public 
and private investment acceleration. However, it noted that weak confidence, high 
unemployment, low competitiveness, and large public deficits will continue to weigh on 
Lebanon’s economic prospects. It also added that risks are tilted to the downside on slow 
progress in reforms during complex political transitions. 

As for MENA oil importers, the IMF stated that the recovery remained sluggish in 2013, 
three years after the Arab Spring. It said that uncertainties arising from political transitions 
and social unrest and drags from unresolved structural problems continued to weigh on 
confidence and economic activity. As for the outlook, MENA oil importing countries are 
expected to witness continued slow recovery. The report added that the Syrian conflict 
continues to weigh heavily on Lebanon, bringing in an intensification of sectarian violence, 
hampering confidence, and adding pressures to a deteriorating fiscal position, and leaving 
growth flat in 2014. 

The IMF said 
that economic 
activity in the 
MENA is expected 
to strengthen 
in 2014 and 
2015. However, 
the region risks 
are tilted to the 
downside on 
slow progress in 
reforms during 
complex political 
transitions.

Source: BDL, BankMed Research

Source: IMF, World Economic Outlook Database, April 2014, BankMed Research

2012 2013 2014 2015
WORLD
Real GDP growth (%) 3.2 3.0 3.6 3.9
MENA
Real GDP growth (%) 4.1 2.2 3.2 4.5
LEBANON

Real GDP growth (%) 1.5 1.0 1.0 2.5

Nominal GDP (USD billion) 42.5 44.3 45.5 47.5

GDP per capita (USD) 9,609 9,920 10,086 10,424

Inflation (average prices, %) 5.9 3.2 2.0 2.0

Gross Debt (% of GDP) 135.7 139.7 147.6 151.6

Current Account Balance (% of GDP) -15.7 -16.2 -15.8 -13.9

Selected Macroeconomic Indicators
Projections



LEBANON WEEKLY REPORT

April 17, 2014

BankMed - Market & Economic Research Division 2

ECONOMY

The stable 
outlook reflects 
S&P’s view that 
deposit inflows 
to the financial 
system will enable 
the Lebanese 
government 
to meet its 
financing needs 
over the coming 
year despite 
the challenging 
internal and 
external political 
environments.

S&P revises Lebanon’s outlook to stable 

Standard & Poor's Ratings Services revised its view on Lebanon improving the outlook from 
negative to stable. At the same time, it affirmed the long and short-term foreign and local 
currency sovereign credit ratings stood at 'B-/B'. 

S&P indicated that the outlook revision reflects the agency’s view that the government's 
debt servicing capacity is materially determined by the strength of deposit flows to the 
financial system. This funding source has helped stabilize the government's financing 
needs to the internal and external political environments during increasingly difficult times. 
However, S&P viewed that this concentration of government financing from a single source 
is also a structural weakness, which leaves Lebanon more vulnerable to adverse business, 
financial, and economic conditions. 

In parallel, S&P  sees little prospects for reform or policymaking given Lebanon’s divisive 
political environment. It added that institutional and governance effectiveness remains a 
main ratings’ weakness. 
Further, it pointed out that the Syrian crisis will continue to weigh heavily on Lebanon's 
growth prospects, while the agency did not expect the political environment to deteriorate 
so badly that it would put Lebanon's deposit levels at significant risk. 

S&P signaled that the ratings could come under pressure if the political and economic 
situation deteriorates to the point where it staunches deposit growth. On the other hand, 
if public finances became more sustainable, S&P could consider raising the ratings. The 
stable outlook reflects our view that deposit inflows to the financial system will enable the 
government to meet its financing needs over the coming year despite the difficult internal 
and external political environments. 

Source: Rating agencies, BankMed Research

Rating Agency Sovereign Ratings Outlook

S&P B- Stable
Moody's B1 Negative
Fitch Ratings B Negative
Capital Intelligence B Stable

Lebanon Ratings & Outlook
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Lebanon ranked 
10th out of 15 
MENA countries 
on the ETI 2014. 

Lebanon ranks 82nd globally on the Enabling Trade Index

According to the Global Enabling Trade Report 2014 released by the World Economic 
Forum, Lebanon ranked 82nd out of 138 countries on the Enabling Trade Index (ETI) 2014 
and ranked 10th among 15 MENA countries included in the survey. 

The index assesses the extent to which economies have in place institutions, policies, 
infrastructures and services facilitating the free flow of goods over borders and to their 
destination. This set of trade-enabling factors are organized in four main categories: market 
access, border administration, infrastructure and operating environment. Lebanon received 
a score of 3.8 points, on a scale of 1 to 7, where an answer of 1 and 7 correspond to the 
worst and best possible outcomes, respectively. Lebanon’s score was lower than the MENA 
average of 4.0 points. It is worth mentioning that Singapore topped the list, followed by 
Hong Kong, Netherlands, New Zealand and Finland. In parallel, Guinea, Angola, Venezuela 
and Chad were the four lowest-ranked countries. 

ECONOMY

Country Global Rank Score (1-7)
UAE 16 5.0
Qatar 19 4.9
Oman 31 4.7
Bahrain 33 4.6
Jordan 40 4.4
Morocco 43 4.4
Saudi Arabia 48 4.3
Kuwait 74 4.0
Tunisia 76 3.9
Lebanon 82 3.8
Egypt 97 3.6
Libya 106 3.5
Algeria 120 3.2
Yemen 128 3.0
Iran 131 3.0

ETI 2014 
 in MENA Countries

Source: WEF, BankMed Research

Lebanon Rank (/138) Score (1-7)
Enabling Trade Index 2014 82 3.8

Subindex A:Market Access 60 3.8

Pillar 1: Domestic market access 101 4.1
Pillar 2: Foreign market access 35 3.4

Subindex B: Border administration 77 4.2

Pillar 3: Efficiency & transparency of border administration 77 4.2

Subindex C: Infrastructure 74 3.7
Pillar 4: Availability & quality of transport infrastructure 47 3.8
Pillar 5: Availability & quality of transport services 95 3.6
Pillar 6: Availability & use of ICTs 88 3.6

Subindex D: Operating environment 102 3.7
Pillar 7: Operating environment 102 3.7
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Tourist spending drops by a yearly 15% in the first quarter of 2014

Global Blue Lebanon, the VAT refund operator, showed in its latest report that tourist 
spending in Lebanon declined by 15% in the first quarter of 2014 compared the same 
quarter of 2013. The figures published by Global Blue Lebanon represent purchases by 
tourists in Lebanon whose VAT was claimed. In parallel, results revealed that the first quarter 
of 2014 performed better than the fourth quarter of 2013, with a 21% rise in total spending 
by tourists in Lebanon. 

The spending distribution by country of origin showed that visitors from the UAE  took the 
largest share of tourist spending in Lebanon by March 2014, accounting for 14% of the 
total, followed by Saudi Arabia with 12%. As for the spending distribution by region, Beirut 
attracted 81% of total spending in Q1 2014. However, Baabda was the only area to witness 
an increase in spending (160% y-o-y growth). 

Tourist spending 
increased by 
21% in Q1 2014 
compared to Q4 
2013.
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Source: Company Data, BankMed Research
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Visitors from UAE  
accounted for the 
largest share of 
tourist spending 
in Lebanon 
with 14% of 
the total tourist 
expenditures. 
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Fashion 
and clothing 
accounted for 
70% of total 
spending in Q1 
2014.

Source: Global Blue Lebanon, BankMed Research
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Net public debt reaches USD 53.9 billion at end of February 2014

Lebanon’s gross public debt stood at USD 64.98 billion at end of February 2014 registering 
a rise of 2.4% from year-end 2013 (USD 63.47 billion) and an increase of 12% from end-
February 2013 (USD 58.1 billion). Debt in local currency stood at USD 38.6 billion at end 
of February 2014 accounting for 59.4% of the gross public debt. Debt in foreign currency 
amounted to USD 26.4 billion in the mentioned period constituting 40.6% of the total. 

Moreover, public sector deposits at the Central Bank and commercial banks reached 
USD 11.07 billion at the end of February. As such, the net public debt, which excludes 
these deposits from the total debt figure, stood at USD 53.9 billion at end of February 2014 
recording a rise of 8% from end February 2013 (USD 49.6 billion). 

Gross public debt 
increased by a 
yearly 12% in 
February 2014 to 
reach USD 65 
billion of which 
59% in LBP and 
41% in foreign 
currency.
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Source: Company Data, BankMed Research
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Source: ABL, BankMed Research
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The balance of payments records USD 194 million surplus in February 2014

The balance of payments (BOP) registered  a surplus of USD 194 million in February 2014, 
indicating a improvement from a USD 92 million deficit registered in February 2013 and a 
deficit of USD 31 million in January 2014. 

In the first two months of 2014, the BOP registered a surplus of USD 163 million, dropping 
down from a surplus of USD 291 million recorded in the same period last year. The balance 
in the first two months of 2014 is a combination of a USD 1,176 million surplus recorded by 
the Central Bank and a USD 1,013 million deficit recorded by banks and financial institutions. 
It is worth noting that the BOP monthly figures logged deficits all through 2013, with the 
exception of January, April, September, and December.

The BOP  in the 
first two months 
of 2014 is a 
combination of 
a USD 1,176 
million surplus 
recorded by the 
Central Bank and 
a USD 1,013 
million deficit 
recorded by banks 
and financial 
institutions.

ECONOMY

Source: BDL, BankMed Research
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Construction permits and cement deliveries show positive trend in the first two months 
of 2014

The statistics on the levels of cement deliveries and construction permits are an indication 
of how the supply activity adjusts to demand trends in the real estate sector. Construction 
permits, the main indicator of oncoming real estate supply, reached 2,201 thousand square 
meters (sqm) in January-February 2014, going up by 19% annually from 1,853 thousand 
sqm in the same months last year and almost at the same level of the same period of 
2012. As for cement deliveries, the coincident indicator of building activity, their amount 
totaled 793 thousand tons in January-February 2014, going up by 14.4% annually from 693 
thousand tons last year and went up by 36% from 584 thousand tons registered in the same 
period of 2012. 

Construction 
Permits jumped 
by a yearly 19%, 
while Cement 
Deliveries 
increased by 
14% in January-
February 2014

ECONOMY

Source: ABL, BDL, BankMed Research

Jan-Feb 
2009

Jan-Feb 
2010

Jan-Feb 
2011

Jan-Feb 
2012

Jan-Feb 
2013

Jan-Feb 
2014

Construction Permits
(000 sqm) 1,292 1,779 2,107 2,204 1,853 2,201

Cement Deliveries
(000 tons) 601 645 636 584 693 793

Public salary bill reaches USD 2,836 million in 2013

The Ministry of Finance (MoF) has released its latest Article 13 Monthly Bulletin for December 
2013. According to the report, salaries, wages, and related benefits -which are mainly 
constituted of basic salaries, indemnities, and allowances- totaled USD 2,836 million (LBP 
4,275 billion) in January-December 2013, dropping down by 3% y-o-y from USD 2,924 
million (LBP 4,408 billion) in the previous year. In details, basic salaries reached USD 2,106 
million in 2013 recording a 3% decrease y-o-y from USD 2,162 million in January-December 
2012. Out of this component, the basic salaries of military personnel in 2013 amounted to 
USD 1,302 million (+1% y-o-y), those of education personnel reached USD 572 million (-8% 
y-o-y) while basic salaries of civil personnel decreased by 9% y-o-y to USD 232 million. The 
value of indemnities increased by 11% y-o-y to USD 151 million while allowances dropped 
by 2% y-o-y to reach USD 385 million. 

Salaries, wages, and related benefits constitute the largest largest component of primary 
expenditures, accounting for 31% in 2013. 

Public salary 
bill accounted 
for 31% of 
total primary 
spending in 2013 
representing 
its largest 
component.

Source: Ministry of Finance, BankMed Research

(USD million) Jan- Dec
2012

Jan-Dec
2013

%
change

Public Salary Bill 2,924 2,836 -3%

Military Personnel, of which: 1,730 1,738 0.5%
            ●   Army 1,110 1,103 -1%
            ●   Internal Security Forces 477 507 6%
            ●   General Security Forces 90 95 6%
            ●   State  Security Forces 54 33 -40%
Education Personnel 665 623 -6%
Civilian Personnel, of which: 494 446 -10%
            ●   Civil Servants' Cooperative 166 135 -18%
Customs Salaries 35 29 -17%

Breakdown of Article 13: Salaries, Wages and Related Benefits

BankMed - Market & Economic Research Division 7
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Ministry of Energy and Water postpones deadline for oil bids again

The Ministry of Energy and Water has extended the deadline, given to oil companies 
submitting bids for oil and gas exploration, once again for another four months scheduling 
a new due date: August 14, 2014. The Ministry had previously extended the deadline of 
the licensing round from November 4 to December 10, 2013, then to January 10, 2014 and 
lastly April 10, 2014. The reason behind these extensions is that the cabinet has missed the 
deadline to pass two important decrees concerning the delineation of the maritime blocks 
and the approval of the Exploration and Production Agreements (EPA). 

It is worth mentioning that a total of 46 companies were pre-qualified in April 2013 to bid for 
offshore oil and gas exploration. 

World Bank approves a USD 5.2 million loan to Lebanon

The World Bank's board of directors approved a loan of USD 5.2 million to the government of 
Lebanon with a maturity of 19 years and a five-year grace period. This loan comes within the 
‘Financial Management Reform Project’ that builds on the results of a previous World Bank’s 
supported operation that contributed to developing a comprehensive reform strategy by the 
Ministry of Finance over a five-year period, 2013-2017.

The loan aims to enhance the efficiency of financial management systems and promote 
effective use of public resources in Lebanon. Its purpose is also to strengthen the capacity 
of the Ministry of Finance in fiscal policy analysis and debt management. 

The World Bank indicated that the project will primarily benefit the Directorate General of 
Finance at the Lebanese Ministry of Finance as well as other beneficiaries including the 
Central Bank of Lebanon. Reforms will be introduced to select line ministries in the areas of 
budget preparation, commitment controls and liquidation procedures. The Central Tender 
Board will lead on procurement related reforms and the Institute of Finance will manage 
training implementation.

The deadline 
for oil and gas 
exploration bids 
is postponed to 
August 14, 2014.

ECONOMY

The loan will 
primarily benefit 
the Directorate 
General of 
Finance at 
the Ministry of 
Finance as well 
as the Central 
Bank of Lebanon.

The loan has a 
maturity of 19 
years and a five-
year grace period.
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Commercial banks’ total assets record a yearly 7.8% rise in February 2014

The consolidated balance sheet of Lebanese commercial banks for the month of February 
2014 recorded a yearly 7.8% increase in assets reaching USD 166 billion. Deposits with the 
Central Bank increased by 4.7% y-o-y and reached USD 56.44 billion in February 2014. Total 
claims on resident private sector, which account for around 25% of total assets, jumped by 
9% y-o-y to reach USD 41.8 billion over the same period; this was attributed to a 15% rise of 
claims in Lebanese pounds and a 7% increase of those in foreign currencies. 

On the liabilities side, total resident and non-resident private sector deposits grew by 7.4% 
to reach USD 135.7 billion in February 2014. The dollarization rate of deposits reached 
65.5% in February 2014, rising up from 64.6% in February 2013 but still below its peak of 
77.3% in December 2007. 

On a month-on-month basis, the consolidated balance sheet of commercial banks went up 
by USD 1,583 million in February 2014 from a total of USD 164.4 billion recorded in January 
2014. This is mainly due to a month-on-month increase in the residents’ deposits by USD 
800 million. 

The commercial 
banks’ loans to 
private sector  
increased by a 
yearly  9.1% in 
February 2014 to 
USD 41.8 billion 
while total private 
sector deposits 
jumped by 7.4% 
to reach USD 
135.7 billion.

BANKING & FINANCE

Source: ABL, BankMed Research
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Deposits denominated in foreign currencies dropped by USD 89 million during the week 
of March 28 -  April 3, 2014

On the monetary front, the overall money supply “M4” increased by 0.04% during the week 
of  March 28 –April 3, 2014 to around USD 119 billion, while the non-banking sector treasury 
bills portfolio decreased by USD 112 million over the preceding week. 

Lebanese Pound denominated deposits and currency in circulation “M1” increased by 5% 
(or USD 231 million) during the aforementioned week to around USD 4.8 billion. This is 
mainly due to respective increases in money in circulation and demand deposits by USD 
203 million and USD 28 million. Moreover, local currency term deposits “M2” increased by 
USD 243 million during the same week and registered a twelve-month increase of 5.81% to 
stand at USD 46.3 billion. 

The private sector term and saving deposits denominated in LBP (M2 - M1) went up by 
USD 11 million during the mentioned week to USD 41.6 billion while deposits denominated 
in foreign currencies (M3 - M2) dropped by USD 89 million during the week to reach USD 
66.1 billion. 

Term and saving 
deposits in LBP 
increased by 
USD 11 million 
during the 
fourteenth week 
of the year. 

BANKING & FINANCE

Source: BDL, BankMed Research
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(billion USD) 27-Mar-14 3-Apr-14 Absolute change
 over week

M1 4.522 4.754 0.231
M2 46.080 46.322 0.243
M3 112.233 112.387 0.154
M4 118.980 119.022 0.042
M2-M1 41.557 41.569 0.011
M3-M2 66.153 66.065 -0.089
M1 = Currency in Circulation + Demand Deposits in LBP
M2 = M1 + Other deposits in LBP 
M3 = M2 + Deposits in FX 
M4 = M3 + TBs held by non banking system including accrued interests

Money Supply
Week of 28 March  - 3 April 2014


