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The agency attributed 
its decision to the rise 
in Lebanon’s debt 
burden as well as  to 
the adverse spillover 
effects of the Syrian 
crisis on government 
finances, economic 
growth and political 
stability.

The negative outlook 
reflects Moody’s view 
there is little sign of 
a return to potential 
economic growth  in 
the near term, and 
that slower economic 
conditions will pose 
additional fiscal 
challenges

Moody’s downgrades Lebanon’s rating to B2 from B1 

Moody's Investors Service downgraded Lebanon's government bond ratings to B2 from B1 and 
maintained the negative outlook. The agency first attributed its decision to the rise in the country's 
debt burden. Moody's expected Lebanon’s debt-to-GDP ratio, which had fallen to 126% in 2011 
from 172% in 2006, to rise and reach 140% in 2015. It said that Lebanon's debt burden is currently 
the third-highest among rated sovereigns. Moody’s also projected the government debt to reach 
632% of government revenues in 2015, the second highest among all rated sovereigns. 

Furthermore, Moody’s indicated that the second driver of its rating action for Lebanon is the 
adverse spillover effects of the Syrian crisis. It said that a combination of lower growth and ongoing 
political paralysis, worsened by the spillover effects of the Syrian crisis, led to a large increase in 
the fiscal deficit, and in turn increased the debt burden. Lebanon's real GDP growth averaged 
9.1% from 2008 to 2010 but is forecasted at an average of 2.1% in the five years to 2015. Moreover, 
it projected the fiscal deficit to average close to 10% of GDP in 2014 and 2015. 

On the other hand, Moody's stated that the negative outlook on Lebanon reflects views that 
economic growth has declined sharply and there is little sign of a return to potential in the near 
term, and that slower economic conditions will pose additional fiscal challenges, which are likely to 
impede a reversal of worsening debt metrics. 

In parallel, Moody's said that Lebanon's B1 government bond rating could be downgraded in the 
event of a further deterioration of the country's main debt metrics or an intensification of domestic 
political turmoil. On the other hand, an upgrade of Lebanon's sovereign rating is unlikely over the 
medium term. However, it said that a stable outlook could return if the country's debt metrics stop 
rising and the risk of political spillover from Syria's conflict diminishes. 

Source: Moody’s Rating Agency, Bankmed Research

Rating Agency Sovereign Rating Outlook

Moody's B2 Negative

S&P B- Stable 

Fitch B Negative

Ratings and Outlooks on Lebanon

Source: Moody’s Rating Agency, Bankmed Research

Date Rating Action

16-Dec-14 B2 Downgrade
14-May-13 B1 Rating Affirmation

27-Aug-10 B1 Unchanged

13-Apr-10 B1 Upgrade

1-Apr-09 B2 Upgrade

24-Mar-05 B3 Downgrade

30-Jul-01 B2 Downgrade

6-Apr-99 B1 New

Moody's Rating History on Lebanon
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In the first ten months 
of 2014, the BOP 
registered a deficit 
of USD 868 million, 
improving from a 
deficit of USD 1,470 
million recorded in the 
same period last year.

The balance of payments records USD 566 million deficit in October 2014

The balance of payments (BOP) registered a deficit of USD 566 million in October 2014, indicating 
a deterioration from a USD 131 million surplus recorded in September 2014 but registering an 
improvement from USD 794 million deficit recorded in October 2013. 

In the first ten months of 2014, the BOP registered a deficit of USD 868 million, improving from 
a deficit of USD 1,470 million recorded in the same period last year. It is worth noting that the 
BOP monthly figures logged deficits in January 2014, April 2014, June 2014, July 2014, August 
2014, October 2014 and all through 2013 with the exception of January, April, September, and 
December. 

Source: BDL, BankMed Research
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The number of 
imported cars via the 
Port of Beirut dropped 
by 18.2% y-o-y to 
reach 71,070 during 
the January-November 
2014 period, while 
the number of 
containers (including 
transshipment) 
increased by an 
annual rate of 8.6% to 
reach 1,113,289. 

Source: Port of Beirut, BankMed Research

Revenues at the Port of Beirut drop by a yearly 3% in the first eleven months of 2014

According to the latest figures released by the Port of Beirut, its total income reached USD 195.7 
million in the first eleven months of 2014, a drop of 3% y-o-y from USD 201.2 million in the same 
period of 2013, while recording a 23% jump from USD 158.5 million in the first eleven months of 
2012. 

Over the same period, the number of imported cars via the port of Beirut dropped by 18.2% 
y-o-y to reach 71,070, while the number of containers (excluding transshipment) went up by 
an annual 0.8% to reach 701,573. As for the number of transshipments, it increased by 25% 
annually to reach 411,716 containers at end-November 2014. The number of ships that used the 
port during the first eleven months of 2014 increased 3.4% amounting to a total of 1,929 ships. 
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Transfers to EDL 
increased by a yearly 
10% in January-
June 2014. This was 
mainly due to higher 
payments to KPC and 
Sonatrach for fuel oil 
and gas oil purchases.

Source: Ministry of Finance, BankMed Research

Transfers to EDL reach USD 1,038 million in the first half of 2014 accounting for 22.3% 
of primary expenditures

The Treasury transfers to Electricité du Liban (EDL) reached USD 1,038 million in January-June 
2014 compared to USD 942 million in January-June 2013, hence, constituting a 10% yearly 
increase. Of the transfers to EDL in the first six months of 2014, USD 10 million was allotted to 
cover debt service and USD 1,028 million to cover reimbursement of the oil suppliers Kuwait 
Petroleum Corporation (KPC) and Algeria’s Sonatrach. The payments to the two oil suppliers 
increased by 12% from USD 915 million in January-June 2013. 

According to the Ministry of Finance, out of a total oil bill of USD 1,070 million paid in January-
June 2014, EDL contributed merely 3.9% (or USD 42 million) to the repayment of KPC and 
Sonatrach. In comparison to the previous year, EDL made a slightly lower contribution of 2.3% in 
January-June 2013 out of a lower total bill of USD 936 million. 

Furthermore, transfers to EDL represent a large share out of the expenditures basket serving 
as an example of how structural problems within the country’s public finances remain flagrant. 
The transfers in the first half of 2014 amounted to 22.3% of primary expenditures (expenses 
excluding interest payment and debt service) which totaled USD 4,659 million. This share of 
transfers out of primary expenditures is higher than in the same months of 2013 with a share of 
19.5%. 

ECONOMY

(USD million) Jan-June
2013

Jan-June
2014

%
change

EDL, of which: 942 1,038 10%

Debt Service, of which: 26.8 9.7 -64%
            ●   C-Loans, of which: 9.5 9.7 2%
                       -Principal Repayments 7.7 8.2 6%
                       -Interest Payments 1.8 1.6 -14%
           ●    BDL-Guaranteed Loan Payments 17.3 0.0 -100%
Reimbursement for purchase of gas and fuel 915 1,028 12%
           ●    KPC & Sonatrach 915 1,028 12%
           ●    EGAS - - -

Treasury Transfers to EDL 

Source: Ministry of Finance, BankMed Research
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Central Bank’s assets reach USD 86.9 billion at mid-December 2014 with USD 11.2 billion 
in gold reserves

Banque du Liban (BDL)’s bi-monthly balance sheet as of mid-December 2014 reported total 
assets of USD 86.9 billion, indicating an increase of 10.7% from mid-December 2013 (USD 78.5 
billion) and going up by USD 70 million from end-November 2014 when they amounted USD 
86.8 billion. 

Gold stood at USD 11.2 billion as of mid-December 2014, going up by USD 246 million from 
end-November 2014 but going down by 1.1% from USD 11.3 billion in mid-December 2013. 
Foreign assets increased by 7.5% yearly but went down by USD 465 million on a bi-weekly basis 
to reach USD 38.3 billion at mid-December 2014. Loans to the local financial sector increased 
by 78% yearly and went up by USD 98 million on a bi-weekly basis to reach USD 4 billion in the 
same period. 

With respect to liabilities, BDL reported a yearly 18.1% increase in financial sector deposits to 
reach USD 67.3 billion at mid-December 2014, accounting for around 77.4% of total liabilities 
along with a 13.1% y-o-y drop and a bi-weekly 1.5% decrease in public sector deposits 
amounting to USD 6.7 billion at mid-December 2014. 

BDL’s gold reserves 
dropped by 1.1% 
yearly, while foreign 
assets increased 
by 7.5% at mid-
December 2014.

BANKING & FINANCE

USD Billion Mid-December
2009

MidDecember
2010

Mid-December
2011

Mid-December
2012

Mid-December
2013

Mid-December
2014

Gold 10.3 12.8 14.6 15.7 11.3 11.2

Foreign Assets 28.0 30.9 32.4 35.7 35.6 38.3
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Deposits denominated in foreign currencies contracted by USD 238 million during the 
week of November 21 - 27, 2014

On the monetary front, the overall money supply “M4” decreased by 0.13% during the week of 
November 21 - 27, 2014 to around USD 123.4 billion while the non-banking sector treasury bills 
portfolio went down by USD 45 million over the preceding week. 

Lebanese Pound denominated deposits and currency in circulation “M1” increased by 1.4% (or 
USD 68 million) during the aforementioned week to USD 4.99 billion. This is mainly due to an 
increase demand deposits by USD 112 million, which outweighed a USD 44 million decrease in 
money in circulation. Moreover, local currency term deposits “M2” increased by USD 118 million 
during the same week and registered a twelve-month increase of 6.46% to stand at USD 47.9 
billion. 

The private sector term and saving deposits denominated in LBP (M2 - M1) went up by USD 50 
million during the mentioned week to USD 42.9 billion, while deposits denominated in foreign 
currencies (M3 - M2) contracted by USD 238 million during the week to reach USD 68.3 billion. 

Term and saving 
deposits in LBP 
increased by USD 50 
million during the forty-
seventh  week of the 
year. 

Source: BDL, BankMed Research

(billion USD) 20-Nov-14 27-Nov-14 Absolute change
 over week

M1 4.921 4.990 0.068
M2 47.804 47.922 0.118
M3 116.317 116.197 -0.120
M4 123.550 123.384 -0.165
M2-M1 42.882 42.932 0.050
M3-M2 68.513 68.275 -0.238
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  November 21 - 27, 2014

BANKING & FINANCE
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New car sales jump by a yearly 5.6% in the first eleven months of 2014

According to the Association of Car Importers in Lebanon, the total number of new passenger 
cars sold in the country reached 34,522 in January-November 2014, going up by 5.6% from 
32,696 cars sold in the same period last year. In parallel, the number of new car sold during the 
month of November 2014 alone reached 2,438, registering an 18% drop from a total of 2,971 car 
sold during the same month of 2013. 

Korean cars topped passenger car sales with 41.5% of the total, followed by Japanese cars 
(34%), European cars (18.3%), American cars (4.8%), and Chinese cars (1.4%). On a year-on-
year basis, Japanese cars recorded the only increase in sales in the first eleven months of the 
year with 29%. On the other hand, Chinese cars registered the steepest decline in sales with 
26%, followed by American cars with 6.1%, Korean cars with 3% and European cars with a 1.4% 
drop. 

New passenger cars 
sold in Lebanon 
reached 34,522 in 
January-November 
2014.

During the month of 
November 2014 alone, 
the total number of 
cars sold dropped by 
a yearly 18% when 
compared to same 
month of the previous 
year.

Japanese cars 
recorded the only 
increase in sales in 
the first eleven months 
of the year rising by 
29%.

Source: Association of Car Importers in Lebanon, BankMed Research
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Disclaimer
This material has been prepared by BankMed, sal based on publicly available information and personal analysis. It is provided for information purposes only. It is not intended to be 
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