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S&P revises Lebanon’s outlook from negative to stable

Standard & Poor's (S&P) Ratings Services revised its view on Lebanon changing its 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'.
 
In this revision, S&P indicates that the outlook revision reflects the agency’s view that bank 
deposits in Lebanon will increase sufficiently to support the government's borrowing requirement 
and the country's external financing needs. The agency expects bank deposits to increase by 
4% in 2016. 

Moreover, the agency points out that the Lebanese government's debt-servicing capacity depends 
on the domestic financial sector's willingness and ability to add to its holdings of government 
debt, which in turn relies on bank deposit inflows. Although S&P views the concentration of 
government financing from domestic banks and the Central Bank as a structural weakness, it 
notes that at the current rating level these flows are an essential support. 

It adds, however, that Lebanon's economic growth will remain relatively weak as long as the 
domestic political standstill persists and the Syrian war continues. It projects economic growth to 
average 2.3% over the period 2016-2019. In parallel, S&P expects the government's borrowing 
requirement at 26% of GDP in 2016. Further, it indicates that the country's gross external financing 
requirement is forecast at USD 47 billion, or 89% of GDP in 2016. 

The agency notes that it would upgrade the ratings in the coming 12 months if the country’s 
policymaking framework becomes more predictable, which would support foreign capital inflows 
and improve the sustainability of public finances. 

The stable outlook reflects 
S&P’s view that bank deposits 
in Lebanon will increase 
sufficiently to support the 
government's borrowing 
requirement and the country's 
external financing needs. 
The agency expects bank 
deposits to increase by 4% 
in 2016. 

Source: Rating agencies, Bankmed Research
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Occupancy rate at Beirut 
hotels reached 56% in the 
first seven months of 2016, 
going down by 1 percentage 
points from 57% in the first 
seven months of 2015.

The average rate per room at 
Beirut hotels reached USD 
137 in Jan-July 2016 while 
revenues per available room 
(RevPAR) reached USD 77.

Source: Ernst & Young, Bankmed Research

Beirut’s hospitality market witnessed an increase in average occupancy to 63% in July 
2016 from 58% in July 2015 

The Middle East Hotels Benchmark Survey by Ernst & Young for the first seven months of 2016 
indicates that the average occupancy rate at Beirut four-star and five-star hotels was 56%, going 
down by 1 percentage points from 57% in the first seven months of 2015. In parallel, Beirut’s 
hospitality market witnessed an increase in average occupancy from 58% in July 2015 to 63% 
in July 2016. However, it should be noted that the average room rate dropped by 23.7% in July 
2016 when compared to the same month of the previous year, resulting in a drop in revenues per 
available room (RevPAR) from USD 111 in July 2015 to USD 92 in July 2016.

The survey also states that the average rate per room at Beirut hotels was USD 137 in January-
July 2016, dropping by 18.3% year-on-year from USD 168 in January-July 2015. Further, Ernst 
& Young survey indicates that RevPAR reached USD 77, going down from USD 97 in the same 
months of 2015.
 
Regionally, the survey shows that the highest level of occupancy was achieved in Dubai (79%) 
and Abu Dhabi (75%). In terms of average room rate, the strongest performer was Jeddah with 
USD 286, followed by Kuwait with USD 271 in the first seven months of 2016. 
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Deposits denominated in foreign currencies regress by USD 36 million during the week 
of August 19 - 25, 2016
 
On the monetary front, the overall money supply “M4” decreased by USD 22 million during the 
week of August 19 - 25, 2016 to reach USD 134.6  billion, while the non-banking sector treasury 
bills portfolio increased by USD 9 million during the same week. 

Lebanese Pound denominated deposits and currency in circulation “M1” increased by 0.4% (or 
USD 23 million) during the aforementioned week to USD 5.9 billion.
 
In parallel, local currency term deposits “M2” increased by USD 5 million during the same week 
to stand at USD 53.3 billion. The private sector term and saving deposits denominated in LBP 
(M2 - M1) decreased by USD 17 million during the mentioned week to USD 47.4 billion. As for 
deposits denominated in foreign currencies (M3-M2), they regressed by USD 36 million during 
the same week to reach USD 73.8 billion. 

Local currency term deposits 
decreased by USD 17 
million during the 33rd week 
of the year reaching USD 
47.4 billion. 
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CMA CGM Group posts net loss of USD 128 million in the second quarter of 2016, mainly 
impacted by low freight rates

CMA CGM, the French-based and Lebanese-majority owned global shipping group, reported 
consolidated revenue of USD 3.5 billion in the second quarter of 2016, including the Singapore-
based company NOL’s (Neptune Orient Lines) contribution, which has been included in the 
consolidation scope since June 2016. These revenues went down 14.6% from the same period 
last year. Overall, carried volumes rose by 0.2% year-on-year to 3.5 million twenty-foot equivalent 
units (TEUs).  The Group reported USD 128 million in consolidated net loss in the second 
quarter of 2016, compared to USD 156 million profit in the second quarter of 2015. The company 
attributed the negative performance to the difficult market environment, with excessively low 
freight rates weighing on its revenue and margins. 

As per the company’s statement, CMA CGM completed in June 2016 the acquisition of NOL, 
the Singapore-based company. In parallel, the group has deployed a global plan to improve 
operating performance that combines a program to reduce costs by USD 1 billion over the next 
18 months and deploy the NOL synergy program. 

The group launched a 
global plan to improve 
operating performance, 
which includes a USD 
1 billion cost-cutting 
program over the next 
18 months.

Source : Company Data, Bankmed Research
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