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The IMF considers 
that the ongoing 
debate on the salary 
scale adjustment 
in Lebanon has 
diverted attention 
away from the 
budgetary strategy 
and the need for 
broader fiscal 
consolidation. 

The IMF calls for 
increased interest 
rate flexibility over 
time.

The IMF stresses 
that improving 
competitiveness  will 
unlock Lebanon’s 
growth potential.

IMF urges Lebanon to ensure fiscal sustainability, preserve financial stability, and 
implement structural reforms

In its concluding statement of the Article IV Consultation for Lebanon, the International Monetary 
Fund (IMF) indicated that the last two years have been challenging for Lebanon. However, 
the IMF noted that Lebanon’s financial system has been resilient and that the Central Bank 
of Lebanon (BDL) has been actively seeking to maintain stability. It urged authorities to focus 
efforts on ensuring fiscal sustainability, preserving financial stability, and implementing structural 
reforms for stronger growth. 

On the fiscal front, it considered that Lebanon’s priority should be putting public debt on a 
sustainable downward path. Also, passing a budget for 2014 is a necessary initial step to anchor 
fiscal policy. There is a need to move away from the current fragmented approach to fiscal 
policymaking, as shown by the proposal on the salary scale adjustment for the public sector. The 
IMF considered that the ongoing debate on the salary scale adjustment has diverted attention 
away from the budgetary strategy and the need for broader fiscal consolidation. In parallel, it 
added that a comprehensive revenue package should comprise reliable measures that could 
include a capital gains tax on real estate transactions; an increase in the withholding tax on 
interest income; the removal of the VAT exemption on gasoline, followed later on by a gradual 
increase in the overall VAT rate and corporate income tax rate. 

On the financial front, it considered the BDL’s accumulation of foreign reserves to be necessary 
in the current volatile environment. At the same time, the continued reserve accumulation and 
the associated sterilization costs have weighed on the BDL’s balance sheet. It added that the 
aim should be at more interest rate flexibility. The IMF encouraged the BDL to gradually withdraw 
from treasury bills auctions. It said that providing more detailed auction results will enhance the 
transparency of the  auction process. Such actions can lead to interest rates that better reflect 
the cost of funding the government. 

On the structural reform front, the IMF signals that Lebanon is losing competitiveness and stresses 
that improving competitiveness will unlock Lebanon’s growth potential. It noted that lowering 
the cost of doing business, improving the business environment, and increasing productivity 
can boost competitiveness and make exports and import-competing sectors a stronger engine 
of growth. The IMF pointed out that plans to strengthen generation capacity, switch to natural 
gas, and increase electricity tariffs should be implemented. In parallel, it saw that enacting a 
framework law for Public Private Partnerships (PPPs) will clarify the legal framework and pave 
the way for improving governance and transparency of public projects. 
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Lebanon ranks 110th among 179 countries in Institutional Investor’s creditworthiness

In its 2014 semiannual Country Credit survey, the Institutional Investor Magazine ranked 
Lebanon in 110th position among 179 countries and 12th  among 17 MENA countries in terms 
of creditworthiness. Lebanon’s global ranking showed improvement over the past six months, 
edging up by 6 notches from the 116th position. 

The survey rates the creditworthiness of countries on a scale of 0 to 100, with 100 representing 
countries with the least chance of credit default. Lebanon received a score of 31.3 points, edging 
up by 1.7 points over six months and 1.1 points on a yearly basis. The country’s score was below 
the MENA average of 47.7 points. Globally, Lebanon ranked ahead of Uzbekistan, Bangladesh, 
and Ecuador, while it came directly after Argentina, Ukraine and Papua New Guinea. On a 
regional level, the report showed score improvements for seven MENA countries whereas the 
remaining 10 countries registered a decrease. 

Source: Institutional Investor, BankMed Research

Lebanon’s 
ranking showed 
improvement over 
the past six months, 
edging up by 6 
notches from the 
116th position in 
September 2013. 

Country MENA 
Rank

Global Rank
  (out of 

179)
Credit Rating Score

 (1-100)
Six Month 
Change

Qatar 1 23 79.1 0.2
Kuwait 2 24 77.5 1.1
Saudi Arabia 3 27 76.1 0.2
UAE 4 31 73.3 -1.3
Oman 5 34 71.4 1.7
Bahrain 6 58 57 -0.2
Algeria 7 68 52.6 -0.4
Morocco 8 69 52.6 0.5
Tunisia 9 75 44.4 -1.5
Jordan 10 78 42 -0.9
Libya 11 95 35.6 -0.8
Lebanon 12 110 31.3 1.7
Egypt 13 119 28.8 -2.1
Iran 14 125 27.1 -0.1
Iraq 15 131 25.6 -3
Yemen 16 139 22.7 0.6
Syria 17 167 13.4 -1.7
Regional Average 47.7 -0.4
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Gross public debt 
increased by a yearly 
13% in March 2014 
to reach USD 65.1 
billion of which 60% 
in LBP and 40% in 
foreign currency.

Net public debt reaches USD 54.3 billion at end of March 2014

Lebanon’s gross public debt stood at USD 65.1 billion at end of March 2014 registering a 
rise of 2.6% from year-end 2013 (USD 63.47 billion) and an increase of 13% from end-March 
2013 (USD 57.74 billion). Debt in local currency stood at USD 38.8 billion at end of March 
2014, accounting for 59.6% of the gross public debt. Debt in foreign currency amounted to 
USD 26.3 billion in the mentioned period, constituting 40.4% of the total. 

Moreover, public sector deposits at the Central Bank and commercial banks reached USD 
10.8 billion at the end of March. As such, the net public debt, which excludes these deposits 
from the total debt figure, stood at USD 54.3 billion at end of March 2014 recording a rise of 
8.4% from end March 2013 (USD 50.1 billion). 

Source: ABL, BankMed Research
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The balance of payments records USD 139 million surplus in March 2014

The balance of payments (BOP) registered  a surplus of USD 139 million in March 2014, 
indicating an improvement from a USD 353 million deficit registered in March 2013. 

In the first three months of 2014, the BOP registered a surplus of USD 301 million, improving 
from a deficit of USD 62 million recorded in the same period last year. The balance in the 
first three months of 2014 is a combination of a USD 1,395 million surplus recorded by the 
Central Bank, and a USD 1,094 million deficit recorded by banks and financial institutions. It 
is worth noting that the BOP monthly figures logged deficits in January 2014 and all through 
2013, with the exception of January, April, September, and December. 

Construction permits and cement deliveries show positive trend in the first quarter 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 3,372 thousand square 
meters (sqm) in January-March 2014, going up by 19% annually from 2,828 thousand sqm 
in the same months last year, but dropping down 6.5% from the same period of 2012. As 
for cement deliveries, the coincident indicator of building activity, their amount totaled 1,210 
thousand tons in January-March 2014, going up by 7.4% annually from 1,127 thousand tons 
last year. It also went up by 22% from 992 thousand tons registered in the same period of 
2012. 

The BOP  in the 
first quarter of 2014 
is a combination 
of a USD 1,395  
million surplus 
recorded by the 
Central Bank and a 
USD 1,094 million 
deficit recorded by 
banks and financial 
institutions.
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Source: Company Data, BankMed Research

Source: BDL, BankMed Research
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Construction 
Permits jumped by 
a yearly 19%, while 
Cement Deliveries 
increased by 7% 
in January-March 
2014. 

Source: Company Data, BankMed ResearchSource: ABL, BDL, BankMed Research
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Jan-Mar 
2009

Jan-Mar 
2010

Jan-Mar 
2011

Jan-Mar 
2012

Jan-Mar 
2013

Jan-Mar 
2014

Construction Permits
(000 sqm) 2,261 3,787 3,722 3,608 2,828 3,372

Cement Deliveries
(000 tons) 942 1,109 1,035 992 1,127 1,210
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Commercial banks’ total assets record a yearly 7.1% rise in March 2014

The consolidated balance sheet of Lebanese commercial banks for the month of March 
2014 recorded a yearly 7.1% increase in assets reaching USD 166.5 billion. Deposits with 
the Central Bank increased by 2.4% y-o-y and reached USD 56.4 billion in March  2014. 
Total claims on resident private sector, which account for around 25% of total assets jumped 
by 9.3% y-o-y to reach USD 42.5 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 6.6% 
to reach USD 136.6 billion in March 2014. The dollarization rate of deposits reached 65.4% 
in March 2014, rising up from 65.1% in March 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 496 million in March 2014 from a total of USD 166 billion recorded in February 2014. 

The commercial 
banks’ loans to 
private sector  
increased by a 
yearly  9.3% in 
March 2014 to 
USD 42.5 billion, 
while total private 
sector deposits 
jumped by 6.6% to 
reach USD 136.6 
billion.

Source: ABL, BankMed Research
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Deposits denominated in foreign currencies expanded by USD 326 million during the 
week of April 18 - 24 , 2014

On the monetary front, the overall money supply “M4” increased by 0.2% during the week of  
April 18 - 24, 2014 to around USD 119.9 billion, while the non-banking sector treasury bills 
portfolio increased by USD 7.3 million over the preceding week. 

Lebanese Pound denominated deposits and currency in circulation “M1” decreased by 2% 
(or USD 76 million) during the aforementioned week to around USD 4.6 billion. This is mainly 
due to respective decreases in money in circulation and in demand deposits by USD 59 
million and USD 17 million. Moreover, local currency term deposits “M2” decreased by USD 
109 million during the same week but registered a twelve-month increase of 5.05% to stand 
at USD 46.1 billion. 

The private sector term and saving deposits denominated in LBP (M2 - M1) went down by 
USD 33 million during the mentioned week to USD 41.5 billion, while deposits denominated 
in foreign currencies (M3 - M2) increased by USD 326 million during the week to reach USD 
67 billion. 

Term and saving 
deposits in LBP 
dropped by USD 
33 million during the 
sixteenth week of the 
year. 

Source: BDL, 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 
used as a research tool nor as a basis or reference for any decision. 
The information contained herein including any opinion, news and analysis, is based on various publicly available sources believed to be reliable but its accuracy cannot be 
guaranteed and may be subject to change without notice. BankMed, sal does not guarantee the accuracy, timeliness, continued availability or completeness of such information. 
All data contained herein are indicative. Neither the information provided nor any opinion expressed therein, constitutes a solicitation, offer, personal recommendation or advice. 
BankMed, sal does not assume any liability for direct, indirect, incidental or consequential damages resulting from any use of the information contained herein. 
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(billion USD) 17-Apr-14 24-Apr-14 Absolute change
 over week

M1 4.717 4.641 -0.076
M2 46.218 46.109 -0.109
M3 112.903 113.120 0.218
M4 119.689 119.913 0.225
M2-M1 41.501 41.468 -0.033
M3-M2 66.685 67.011 0.326
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 April 18 - 24, 2014


