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Total public 
revenues 
increased by a 

yearly 0.3% 
to reach USD 

9,420 million, 
while total 
public spending 
increased by 

2.4% to reach 

USD 13,640 
million in 2013.

Source: Ministry of Finance, BankMed 

Fiscal deficit widened by 7.5% to USD 4,220 million in 2013

Lebanon’s total fiscal deficit reached USD 4,220 million in January-December 2013, going 
up by a yearly 7.5% from the USD 3,925 million deficit recorded in January- December 
2012. In parallel, the primary balance, which excludes debt service payments, registered 
a deficit of USD 240 million in 2013, compared to a deficit of USD 110 million registered in 
the previous year.  

Total revenues, including transfers from Telecom, increased by 0.3% y-o-y reaching USD 
9,420 million by the end of December 2013, of which USD 8,879 million were budget 
revenues and USD 541 million treasury receipts. Of the total budget revenues, tax revenues 
amounted to USD 6,710 million in the aforementioned period, recording a yearly drop of 1%. 
VAT revenues slightly increased by 0.62% y-o-y to reach USD 2,187 million in 2013, while 
customs revenues dropped  by 4.5% to USD 1,431 million. As for non-tax revenues, they 
recorded a 0.5% y-o-y decrease reaching USD 2,168 million, among which were USD 1,430 
million in transfers from Telecom. 

With respect to spending, the public expenditures increased by 2.4% to reach USD 13,640 
million in January-December 2013. Transfers to EDL decreased by 10.4% y-o-y to reach 
USD 2,027 million in the same period, while interest payments increased by an annual 
4.7% to reach USD 3,790 million. Treasury expenditures decreased by 5.7% year-on-year 
to reach USD 2,988 million in 2013. 
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Mount Lebanon 
captured the 
largest share 
of construction 
activity, with 

44% of the 
total number of 
permits issued in 
January-February 

Source: Orders of Engineers of Beirut and Tripoli, BankMed Research

Construction area records a 19% yearly increase in the first two months of 2014

Figures released by the Orders of Engineers of Beirut and Tripoli revealed that construction 
activity in January-February 2014 has increased, indicating a higher appetite for investments 
when compared with the previous year. The construction area authorized by permits 
increased by 19% in the first two months of 2014 to reach 2,203,651 square meters (sqm), 
from 1,852,891 sqm recorded in January-February 2013. The number of authorized permits 
reached 2,684 in the same aforementioned period of 2014, recording a 7.7% annual jump 
from the permits registered in the same months last year. 

With respect to geographical distribution, Mount Lebanon captured the largest share 
of construction activity, obtaining 44% of the total number of permits issued in January-
February 2014. South Lebanon accounted for around 16% of permits, followed by North 
Lebanon (13%), Nabatieh (12%), Bekaa (10%), and Beirut (5%). 
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The number of 
Arab tourists 
registered the 
steepest decline 

by 20% year-

on-year to reach 
51,502 in 
January-February 
2014.

BankMed - Market & Economic Research Division 3

ECONOMY

The number of 
tourists coming 
into Lebanon 
reached 

145,891 
in the first two 
months of 2014.

Tourists’ numbers drop by a yearly 13% in the first two months of 2014

The number of tourists coming into Lebanon reached 145,891 in the first two months of 
2014, indicating declines of 13.4% and 24% from the same periods of 2013 and 2012, 
respectively. This continued deterioration shows how Lebanon, especially given its service-
oriented economy- remains highly sensitive to the changes and uncertainties that are 
overwhelming the region. The month of February alone witnessed a yearly 18% drop in the 
number of tourists to reach 71,872 compared to 87,411 recorded in February 2013. 

In terms of country of origin, the number of Arab tourists registered the steepest decline 
by 20% year-on-year to reach 51,502 in January-February 2014. The number of tourists 
from Asian countries declined by an annual 14% to reach 14,147 visitors. The number of 
European tourists recorded a drop by 11% to reach 47,347. The number of African tourists 
went down by 10% to reach 7,561 and so did the number of American tourists recording a 
drop by 3% to 21,279 visitors.
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The outlook 
on Lebanon’s 
banking system 
remains negative, 
reflecting Moody’s 
expectations of 
high and growing 
exposure to B1-
rated Lebanese 
government 
securities, 
asset-quality 
pressures, and 
high provisioning 
needs.

Moody's keeps Lebanon's banking system outlook negative

In its latest banking sector outlook on Lebanon, Moody's Investors Service kept the sector’s 
outlook negative. As per the report, the outlook reflects the banks' high and growing exposure 
to B1-rated Lebanese government securities, which leaves their modest capital buffers 
susceptible to sovereign event risk, asset-quality pressures, caused by weak economic 
growth that continues to be adversely affected by the ongoing conflict in neighboring Syria 
and domestic political tensions, as well as high provisioning needs and limited new business 
generation that will dampen profitability.

On the other hand, Moody's expected that the system›s solid liquidity buffers and depositor-
based funding will continue to support system stability over the outlook period (next 12 to 
18 months). Lebanese banks' reliance on market funding is minimal, as customer deposits 
fund constitutes more than 80% of system assets. Moody's noted that potential funding 
weaknesses for Lebanese banks includes the predominance of short-term maturities and 
a high degree of dollarization. However, risks are mitigated by solid systemic liquidity 
buffers, with banks› core liquid assets amounting to 22% of total assets as at end-2013, 
while Moody's estimates that Lebanese bank›s international placements and BDL’s foreign-
currency reserves cover 50%-55% of foreign-currency deposits. 

In parallel, Moody's remarked that Lebanese banks' profitability will remain under pressure 
due to high credit charges, low fee income generation and net interest income growth, as 
well as pressure arising from banks' operations in the Middle East and North Africa (MENA) 
region. A reallocation of resources to longer-term and high-yielding sovereign securities will, 
however, support net interest margins. 

Source: Moody’s Investors Service, 
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Central Bank’s assets reach USD 80.9 billion at mid-March 2014 with USD 12.6 billion in 
gold reserves

Banque du Liban (BDL)’s bi-monthly balance sheet as of mid-March 2014 reported total 
assets of USD 80.9 billion, indicating an increase of 5% from mid-March 2013 (USD 77.1 
billion) and going up by USD 786 million from end-February  2014 when they amounted 
USD 80.1 billion.

Gold stood at USD 12.6 billion as of mid-March 2014 rising up by USD 391 million from end-
February 2014 but went down by 14% from USD 14.7 billion in mid-March 2013. Foreign 
assets rose by 3% yearly and by 0.5% on a bi-weekly basis to reach USD 36.4 billion at 
mid-March 2014. Loans to the local financial sector increased by 87% yearly and by USD 
71 million from end-February 2014 to reach USD 2.9 billion in the same period. 

With respect to liabilities, BDL reported a yearly 6% increase in financial sector deposits to 
reach USD 59.3 billion at mid-March 2014, accounting for around 73% of total liabilities along 
with a 51% y-o-y rise and a bi-weekly 0.4% increase in public sector deposits amounting to 
USD 8 billion at mid-March 2014. 

Source: BDL, BankMed Research
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BDL’s gold 
reserves dropped 

by 14% yearly, 
while foreign 
assets increased 

by 3% at mid-
March 2014.
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Deposits denominated in foreign currencies expanded by USD 52 million during the week 
of February 28 -  March 6, 2014

On the monetary front, the overall money supply “M4” increased by 0.1% during the week 
of  February 28-  March 6, 2014 to around USD 118.4 billion, while the non-banking sector 
treasury bills portfolio decreased by USD 21 million over the preceding week. 

Lebanese Pound denominated deposits and currency in circulation “M1” decreased by 
0.4% (or USD 17 million) during the aforementioned week to around USD 4.7 billion. This is 
mainly due to a decrease in demand deposits by USD 184 million which outweighed  a USD 
167 million increase in money in circulation. Moreover, local currency term deposits “M2” 
increased by USD 65 million during the same week and registered a twelve-month increase 
of 5.55% to stand at USD 46.1 billion. 

The private sector term and saving deposits denominated in LBP (M2 - M1) went up by 
USD 82 million during the mentioned week to USD 41.4 billion while deposits denominated 
in foreign currencies (M3 - M2) increased by USD 52 million during the week to reach USD 
65.7 billion. 

Source: BDL, BankMed Research
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The private sector 
term and saving 
deposits in LBP 
jumped by USD 

82 million during 
the tenth week of 
the year. 

(billion USD) 27-Feb-14 6-Mar-14 Absolute change
 over week

M1 4.695 4.678 -0.017
M2 46.003 46.068 0.065
M3 111.643 111.760 0.117
M4 118.321 118.417 0.096
M2-M1 41.308 41.390 0.082
M3-M2 65.641 65.692 0.052
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 February - 6 March 2014
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