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IIF revises Lebanon’s GDP growth rate down to 1.1% in 2015

In an updated publication on Lebanon, the Institute of International Finance (IIF) revised 
Lebanon’s GDP growth rate down to 1.1% for the year 2015 from a previous estimation of 2.2% 
back in April 2015. IIF notes that widespread corruption and political paralysis are shaking the 
social and physical landscape of Lebanon. In the meantime, economic activity remains weak, 
reflecting policy inaction amid a protracted political crisis and rising regional insecurity. Moreover, 
the IIF publication adds that deflationary pressures persisted in the first seven months of 2015, 
due to subdued domestic demand and sharply lower import prices in the context of a pegged 
exchange rate and fallowing commodity prices.

In parallel, IIF states that risks are buffered by substantial official resources and a robust banking 
system. Growth in non-resident deposits remains strong and confidence in the Lebanese pound 
remains intact. The report estimates the current account deficit to narrow by 6 percentage points 
to 15.5% of GDP this year due to lower import prices and weak demand. IIF also estimates the 
official reserves to remain broadly stable at around USD 40 billion. However, the fiscal deficit is 
expected to widen and the public debt-to- GDP ratio will remain high at 140% of GDP.  

IIF states that economic 
activity remains weak, 
reflecting policy inaction 
amid a protracted political 
crisis and rising regional 
insecurity.

Risks,  however,  are 
buffered by substantial 
official resources and a 
robust banking system. 
It said that growth in non-
resident deposits remains 
strong and confidence 
in the Lebanese pound 
remains intact.

Source: IIF, Bankmed Research

2012 2013 2014 2015 2016

Nominal GDP, USD billion 43.7 46.1 48.2 49.7 53.0

Real GDP, % change 1.4 1.4 1.7 1.1 3.5

CPI inflation, % average 5.0 3.2 1.9 -2.9 3.0

Current account balance, % GDP 22.5 -25.5 -21.6 -15.5 -13.7

Official Reserves, USD billion 37.2 36.7 39.5 40.2 41.1

 Months of imports 13.2 12.3 13.6 15.1 14.8

Budget Balance, % GDP -9.2 -9.2 -6.4 -8.1 -8.2

Government Debt, % GDP 134.6 137.7 138.1 140.7 140.2

Lebanon: Selected Economic IndicatorsLebanon: Selected Economic Indicators
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S&P revises Lebanon’s outlook from stable to negative 

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

In this revision, S&P indicates that the outlook revision reflects the agency’s view that the 
domestic political uncertainties and regional instabilities will have a negative impact on growth. 
The agency states that a prolonged political instability may further affect economic growth and 
limit the ability of policymakers to implement macroeconomic reforms. 

Further, it points out that private consumption and investment are expected to remain restrained 
in 2015, and it does not expect a significant recovery in tourism, financial and trade services or 
foreign direct investment this year. Still, the agency indicates that higher disposable income due 
to lower oil prices, along with the Central Bank’s stimulus package, will continue to support a 
modest real GDP growth during the 2015-2018 period. 

S&P notes that confidence in the Lebanese financial system is strong, supported by the Central 
Bank’s policies of maintaining a high level of foreign reserves. The agency points out that the 
government’s debt-servicing capacity is heavily reliant on the strength of deposit inflows and on 
the financial sector’s willingness and ability to continue buying government debt. 

It adds, however, that the government’s dependence on a single source to finance its needs is a 
structural weakness that increases Lebanon’s vulnerability to adverse economic conditions. S&P 
forecasts private sector deposits to grow by 6% in 2015, which should be sufficient to finance 
the public and private sector borrowing needs. Further, it does not expect remittance inflows to 
decline in the near term from the possible slowdown in economic activity in Gulf countries. 

In parallel, S&P said that the government has sufficient legislative margin to issue foreign 
currency debt to refinance debt maturities until the first quarter of 2016. However, it noted that 
the government would need to pass new legislation for further foreign currency debt issuance 
from March 2016 onward. 

The negative outlook 
reflects S&P’s view that 
the domestic political 
uncertainties and regional 
instabilities will have 
a negative impact on 
growth. A prolonged 
political instability could 
further affect economic 
growth and l imit the 
ability of policymakers to 
implement macroeconomic 
reforms.
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Source: Rating agencies, Bankmed Research

Lebanon Ratings & Outlook

Rating Agency Sovereign Ratings Outlook

S&P B- Negative

Moody's B2 Negative

Fitch Ratings B Negative

Capital Intelligence B Stable
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Trade deficit narrows by 15% in the first seven months of 2015

Lebanon’s foreign trade deficit reached USD 8,545 million in January-July 2015, a narrowing 
of 15% compared to USD 10,003 million recorded in January-July 2014. This is attributed to an 
annual decrease in imports by 13.6%, which reached USD 10,316 million along with a lower 
8.4% decrease in exports, which reached USD 1,771 million. 

In terms of country of origin, imports from China accounted for the largest share (12%) of 
Lebanon’s total imports in the first seven months of 2015, with value of USD 1,210 million, followed 
by Italy and Germany with respective shares of 8% and 7%. Imports of mineral products topped 
the list of Lebanese imports accounting for 17% of the total, followed by machinery & electrical 
instruments (12%), products of the chemical (11%), and vehicles & transport equipment (10%). 
As for country of destination, Saudi Arabia took the largest share of exports from Lebanon over 
the same period, accounting for 13% of the total (USD 227 million), followed by UAE with a 
10% share (USD 183 million), and Iraq with a 7% share (USD 131 million). Prepared foodstuffs, 
beverages and tobacco topped Lebanese exports accounting for 16% of the total, followed by 
pearls, precious or semiprecious stones (15%), machinery & electrical instruments (14%), and 
products of the chemical (13%). 

Total imports decreased 
by a yearly 13.6% to reach 
USD 10,316 million in 
January-July 2015, while 
total exports decreased 
by 8.4% to reach USD 
1,771 million. 

Exports to Saudi Arabia 
accounted for the largest 
share (13%) of Lebanon’s 
total exports in the first 
seven months of 2015.

ECONOMY

Source: Lebanese Customs, Bankmed Research
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Personnel cost increased 
y-o-y by USD 67 million 
in the first two months 
of 2015 and accounted 
for 62% of primary 
expenditures.

BANKING & FINANCE

Source: Ministry of Finance, Bankmed Research

Personnel cost reaches USD 740 million in the first two months of 2015

The Ministry of Finance (MoF) has released its latest Monthly Bulletin for February 2015. According 
to the report, personnel cost -which is mainly constituted of basic salaries, indemnities, and 
allowances- totaled USD 740 million (LBP 1.116 billion) in January-February 2015, increasing 
by around USD 67 million y-o-y from USD 673 million (LBP 1,015 billion) in the same months 
of the previous year. In detail, basic salaries reached USD 355 million in the first two months of 
2015, recording a 1% increase y-o-y from USD 352 million in January-February 2014. Out of this 
component, the basic salaries of military personnel amounted to USD 237 million (+3.5% y-o-y), 
those of education personnel reached USD 77 million (-9% y-o-y), while basic salaries of civil 
personnel increased by 9% y-o-y to USD 40 million. The value of indemnities increased by 6% 
y-o-y to reach USD 23 million, while allowances, provided to military personnel, increased by 
114% y-o-y to reach USD 103 million.
 
Personnel cost constituted the largest component of primary expenditures, which represent 
current expenditures excluding interest payments, accounting for 62% the first two months of 
2015 from 53% during the first two months of 2014. 
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The total balance sheet 
of Financial institutions 
reached USD 1,499 
million at end-July 2015. 

Claims on the private 
sector decreased by a 
yearly 4%, while claims 
on the public sector 
dropped by 61% in July 
2015.

BANKING & FINANCE

Source: BDL, Bankmed Research

Financial institutions show a 14.3% drop in activity up to July 2015

The consolidated balance sheet of financial institutions in Lebanon reached USD 1,499 million at 
end-July 2015, going down by 14.3% from July 2014. Liabilities to the private sector went down 
by 19% y-o-y to USD 254 million in July 2015, while liabilities to the financial sector went down 
by 25.4% reaching USD 682 million. 

With respect to assets, cash and banks reached USD 612 million at end-July 2015, going up by 
1% from the same period of the previous year. Claims on the private sector amounted to USD 
761 million at end-July 2015, going down by 4% from a year earlier, while claims on the public 
sector stood at USD 142 million, going down by 61% from USD 359 million in July 2014. 
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Term and saving deposits 
in LBP expanded by 
USD 111 million during 
the thirty-sixth week of 
the year. 

BANKING & FINANCE

Source: BDL, Bankmed Research

Deposits denominated in foreign currencies regress by USD 147 million during the week 
of August 28 – September 3, 2015

On the monetary front, the overall money supply “M4” increased by 0.23% during the week 
of August 28 – September 3, 2015 at around USD 128.5 billion, while the non-banking sector 
treasury bills portfolio increased by USD 17 million during the week. 

Lebanese Pound denominated deposits and currency in circulation “M1” increased by 5.9% 
(or USD 310 million) during the aforementioned week to USD 5.5 billion. This is mainly due to 
increases in money in circulation and in demand deposits by USD 210 million and USD 100 
million respectively. In parallel, local currency term deposits “M2” increased by USD 421 million 
during the same week and registered a twelve-month increase of 7.47% to stand at USD 51.1 
billion. 

The private sector term and saving deposits denominated in LBP (M2 - M1) went up by USD 111 
million during the mentioned week to around USD 45.6 billion, while deposits denominated in 
foreign currencies (M3 - M2) regressed by USD 147 million during the week to reach USD 70.3 
billion. 
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(billion USD) 27-Aug-15 3-Sep-15 Absolute change
 over week

M1 5.199 5.508 0.310
M2 50.646 51.067 0.421
M3 121.096 121.370 0.274
M4 128.273 128.564 0.291
M2-M1 45.447 45.558 0.111
M3-M2 70.450 70.303 -0.147
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 August 28 - September 3, 2015

Money Supply
Week of August 28 - September 
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The “Turnover Component” 
recorded a nominal 
deterioration in the second 
quarter of 2015 amounting 
to 7.16% in comparison 
with the second quarter of 
2014.

Beirut Traders Association – Bankmed Investment Index

“Beirut Traders Association – Bankmed Investment Index” consists of two components:

Turnover Component: This component tackles the amount of sales during the quarter under 
study and reflects the state of commercial activity in comparison with the same quarter of the 
previous year as well as the preceding quarter of the same year. The “Turnover Component” 
assesses the amount of sales pushed through the trade pipeline of the domestic market: the 
output of the wholesaler being the input of the retailer.

Intention to Invest Component: This component is a scale that assesses the investment 
appetite of wholesalers and their willingness to increase or decrease their investments within 
the upcoming short-term period. These intentions reflect the wholesalers’ outlook of the strength 
and wellbeing of the commercial sector through the allocation of a fixed capital (for commercial 
activity) in the near future.

Turnover Component

The “Turnover Component,” which tackles the activity during the second quarter of 2015, 
reported an accelerated slowdown in commercial activity within most sectors. The computed 
results reveal a nominal decline of 7.16% in comparison with the results  of the second quarter 
of 2014. 

It is worth noting that this trend remained negative despite the fact that the cost of living indicator  
recorded a decline for the third consecutive quarter (where it reached -3.37% between the 
second quarter of 2014 and the second quarter of 2015). The real figures of the “Turnover 
Component” for the second quarter of 2015 recorded a decline of 4% compared to the results 
of the second quarter in 2014, while it recorded a real deterioration of -1.64% in the previous 
quarter (Q1 of 2015). 

This continued downturn is a direct reflection of the negative results that were recorded in the 
retail sector in the beginning of 2015 (an annual -5.05%) in addition to deteriorating activity in 
most wholesale sectors during the second quarter. 

Bankmed - Market & Economic Research Division 7

Inflation in all sectors between June 2014 and June 2015 at -3.37% according to the Central 
Administration of Statistics

Second Quarter 
2014

Nominal Turnover Component 100 92.84

% Change in Nominal Turnover Component -7.16%

Real  Turnover Component - excluding liquid fuel 100 95.97

% Change in Real Turnover Component - excluding liquid fuel -4.03%

Year-on-Year Percentage Change in Second Quarter of 2015 

Second Quarter
 2015

Second Quarter
2015

Second Quarter
2014
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Beirut Traders Association – Bankmed Investment Index

With respect to business development between the first and the second quarter of 2015, it can 
be noted that the computed results for all wholesale sectors remained almost constant (+0.76%) 
in the light of a relative decline in the cost of living indicator, which reached -1.12% during this 
period. 

• Inflation in all sectors, between March 2015 and June 2015, reached -1.12% according to the 
Central Administration of Statistics.
• The real Turnover Component for the second quarter of 2015, which reached (91.02) is a result 
of computing the percentage increase, which reached +0.76% over the real sales component 
for the first quarter, which reached 90.34.

Bankmed - Market & Economic Research Division 8

Nominal Turnover Component 100 96.43 90.78 96.09 93.34 99.63 89.4 89.08
% Change in Nominal Turnover Component -3.57% -5.86% +5.85% -2.75% 6.74% -10.27% -0.36%

Real  Turnover Component 100 94.40 89.15 96.55 92.03 99.70 90.34 91.02
% Change in Real Turnover Component -5.60% -5.25% +7.40% -4.52% 8.33% -9.39% 0.76%

Second  
Quarter 

2015

Quarter-on-Quarter Percentage Change in Second Quarter of 2015 
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The Wholesale Sector 
of Household Electrical 
Equipment witnessed 
the steepest decline in 
sales of 25.73%, while 
the Wholesale Sector of 
Medical Equipment saw 
the highest 14.39% 
increase in sales.

Beirut Traders Association – Bankmed 

The detailed analysis of the second quarter of 2015 in comparison to the second quarter of 2014 
indicates a decline within most sectors, including the vital ones, as shown in the graph below:
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“The Intention to Invest 
Component” amounted to 
49.26, revealing that the 
willingness to invest is still 
characterized by some 
pessimism within the 
unfavorable conditions.

Intention to Invest Component

The “Intention to Invest Component” indicates the wholesalers’ willingness to increase or 
decrease their investment activities in the upcoming period. 

The computed results  reveal that the trend that was witnessed during the first quarter of 2015 
and which revealed an intention to disinvest within most wholesale sector, remains prevalent 
during this quarter.   

However, it can noted that the Wholesale of Different Food Products and Consumer Goods 
Sector as well as the Wholesale of Sanitary Paper and Napkins Sector revealed a clear intention 
to invest. (These two sectors had revealed similar intentions during the first quarter). 

The computed results of “The Intention to Invest Component” for the second quarter of 2015 
reached -0.059 on a scale of -3 to +3, which was adopted to express the level of intentions to 
invest or disinvest. Hereby, traders indicated their willingness to invest by choosing a degree 
between -3 (definite willingness to disinvest) and +3 (definite willingness to invest) or zero in 
case they wanted to keep the situation at its present condition. 

• It is worth noting that this the second time where an intention to disinvest is recorded. 
• This reveals – to a certain extent – these adverse conditions will continue to weigh down on 
demand in the retail sector in the present and the long run.
• This figure is normalized into the range [0 , 100] where it amounts to 49.26, compared to 48.82 
in the previous quarter. Given that the normalized “Intention to Invest Component” dropped 
below the 50-level by two points reveals that the willingness to invest is still characterized by 
some pessimism within the unfavorable conditions.


