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HIGHLIGHTS

The Byblos Bank/AUB Consumer Confidence Index posted a monthly aver-
age of 75.5 in the first quarter of 2019, unchanged from the fourth quarter of
2018. The Index reached 70.9 in the second quarter of 2019 and declined by
6.1% from the preceding three months.

The results of the first quarter of 2019 were the 11" highest since the Index's
inception in July 2007, while the outcome of the fourth quarter was the 14"
highest in 48 quarters.

The government's formation at the end of January did not trigger a momen-
tum in consumer sentiment in the first quarter of 2019.

Lebanese citizens realized that the government's intentions to impose new
tax and fee increases would translate into a decline in their disposable income
and purchasing power, which led consumer sentiment to regress in the sec-
ond quarter of 2019.

The Byblos Bank/ AUB Consumer Confidence Index posted a monthly aver-
age of 73.2 in the first half of 2019, down by 3% from the second half of 2018.

The first-half results constitute a drop of 25% from the semi-annual peak reg-
istered in the first half of 2009, and an increase of 30.2% from the Index's
monthly trend average score since the Index's inception.

The near-term expectations of households were higher than their views of
their current conditions during the first half of 2019.

Less than 10% of surveyed Lebanese in the second quarter of 2019 expected
their financial conditions to improve in the coming six months.

Public-sector employees were the most optimistic segment about near-term
economic prospects during the first half of 2019.

Consumers with a monthly income of $2,500 or higher were more confident
than citizens in lower income brackets in the first half of 2019.
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Consumer sentiment reached
its highest level in February
during the first half of 2019

Household sentiment declined
in the second quarter of 2019
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I - Analysis of Results

Consumer confidence in Lebanon stagnated in the first quarter of 2019, while
it regressed in the second quarter of the year, as reflected by the results of the
Byblos Bank/AUB Consumer Confidence Index. The Index reached 69.8 in
January 2019, down by 10.4% from 77.9 in December 2018. It then jumped by
13.6% to 79.4 in February and decreased by 2.5% to 77.3 in March 2019. Further,
the Index posted a score of 68.9 in the April 2019 survey, regressing by 11%
from the previous month. It then increased by 2.8% to 70.8 in May and grew
by 3.2% to 73.1 in June 2019.

Monthly Byblos Bank/AUB Consumer Confidence Index
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Source: Byblos Research, based on surveys conducted by Statistics Lebanon

The Byblos Bank/ AUB Consumer Confidence Index averaged 75.5 in the first
quarter of 2019, unchanged from the fourth quarter of 2018, while it declined
by 6.1% to an average of 70.9 in the second quarter of 2019. The results of the
first quarter of 2019 were the 11" highest since the Index's inception in July
2007, while the second-quarter results posted their 14" highest quarterly read-
ing in 48 quarters.

Byblos Bank/AUB Consumer Confidence Index by Quarter *
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Household sentiment was affected by the political developments during the
tirst quarter of 2019, as the January drop reflected the repeated false alerts in
late 2018 about a breakthrough in the protracted negotiations to form a new
government. But the formation of the government in late January, following
eight months of political deadlock, led to a limited improvement of the Index
in February. In parallel, the deep skepticism and wait-and-see approach of cit-
izens led to the decline in household sentiment in the second quarter of the
year.

The average monthly score of the Index in the first quarter of 2019 was 28.7%
lower than the quarterly peak score of 105.8 registered in the fourth quarter of
2008. Still, the first-quarter results were 35% higher than the monthly trend av-
erage score of 55.9 since the inception of the Index in July 2007. Further, the av-
erage monthly score of the Index in the second quarter of 2019 was 33% lower
than the outcome of the fourth quarter of 2008. But it was 26.1% higher than
the monthly trend average score of 56.2 since July 2007.

In parallel, the Index posted an average monthly value of 73.2 during the first
half of 2019, constituting a decrease of 3% from 75.4 in the second half of 2018.
The first-half results represented the Index's sixth-highest level in 24 semi-an-
nual readings. They were also 30.2% higher than the Index's trend average
score since July 2007. However, the average monthly score of the first half of
2019 represented a decline of 25% from the peak of 97.5 registered in the first
half of 2009.

Byblos Bank/AUB Consumer Confidence Index on a Calendar Basis *
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* average monthly score for the period
Source: Byblos Research, based on surveys conducted by Statistics Lebanon

On a monthly basis, the results of the Byblos Bank/ AUB Consumer Confidence
Index for the first half of 2019 were mixed, in line with the political develop-
ments in the country. The Index increased in three months and decreased in
three months during the first half of 2019. It peaked at 79.4 in February follow-
ing the formation of a new government, and reached its lowest level of 68.9 in
April on news that the authorities intend to impose a new wave of tax hikes.
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Results of the Byblos Bank/AUB Consumer Confidence Index,
the Byblos Bank/AUB Present Situation Index
and the Byblos Bank/AUB Expectations Index

Q12019 Q22019

Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19
CCr# 69.8 794 77.3 68.9 70.8 731
Month-on-month change (%) -104% 13.6% -25% -11.0% 2.8% 3.2%
Year-on-year change (%) 143% 375% 371% 182%  9.6%  16.7%
PST** 61.1 70.7 67.5 59.5 61.7 64.4
Month-on-month change (%) -11.8% 15.7%  -4.6% -11.9%  3.7% 4.5%
Year-on-year change (%) 3.0%  30.0% 20.6% 57% -27%  67%
EI**# 75.7 85.1 83.9 75.1 76.9 789
Month-on-month change (%)  -9.6%  125% -14% -105% 24% 2.6%
Year-on-year change (%) 215% 420% 479% 260% 17.5%  23.0%

* CCI: Byblos Bank/AUB Consumer Confidence Index

** PSI: Byblos Bank/AUB Present Situation Index

*** EI: Byblos Bank/AUB Expectations Index

Source: Byblos Research, based on surveys conducted by Statistics Lebanon

METHODOLOGY

The Byblos Bank/AUB Consumer Confidence Index is a measure
of the sentiment and expectations of Lebanese consumers towards
the economy and their own financial situation. The Index is com-
piled, implemented and analyzed in line with international best
practices and according to criteria from leading consumer confi-
dence indices worldwide. It is composed of two sub-indices, the
Byblos Bank/AUB Present Situation Index and the Byblos
Bank/AUB Expectations Index. The first sub-index covers the cur-
rent economic and financial conditions of Lebanese consumers, and
the second one addresses their outlook over the coming six months.
In addition, the data segregates the Index based on age, gender, in-
come, profession, geographical region, and religious affiliation. The
Byblos Bank Economic Research & Analysis Department has been
calculating the Index on a monthly basis since July 2007, with Jan-
uary 2009 as its base month. The Index is based on a face-to-face
monthly survey of a nationally representative sample of 1,200 males
and females living throughout Lebanon. The survey has a margin
of error of +/-2.83%, a confidence level of 95% and a response dis-
tribution of 50%. The monthly field survey is conducted by Statis-
tics Lebanon Ltd, a market research and opinion-polling firm.

First Half 2019 Consumer Confidence i Lebanon 4




(#AUB

BYBLOS BANK:

Evolution of the Byblos Bank/AUB Consumer Confidence Index (July 2007 - June 2019)

160 - .
Doha Parliamentary
Agreerment elections
___Cabinet B
formation Reconciliation Sa’«}d Hariri
140 - Parliamentary Threats of U.S. military between LF and FPMdesignated as
Increase in  elections strikes on Syrian targets PM (Cabinet
minimum Cabinet rmation
abine
. ‘s : Start of waste
formation Cost of living adjustment o Impact of
MP Ghanf:m for public sector ITEAT el GRS tax
120 {assassination Municipal . employees increases
elections Cabmgt 34 Clashes between Renewal of
formation a0 Sal l\éﬁgﬁr Lebanese Army and Municipal Gov. Salamé's
amman Salam assaob o Jihadist groups and mayoral term & new )
Start of designated as PM elections electoral law Cabinet
o formation
100 - |presidential Arrest of ex- Dialogue between
iib Mikati minister Samaha ¢ )
vicuum Najib Mikai on terrorism __ it Hezbollah and Presidential Withdrawal of P
designated as PM charges formation Future Movement e Hariri's resignatio
. & resumption of
Twin suicide
Beginning of [nitiation of] bomb attack government
80 - dispute over security in Beirut functions
minimum wage plan Sgl% %n
Cal
o Visior Gen, | bombings in Stat ffood
Deterioration of || 1 Hassan Bﬁ'{gtf‘ campaign
60 - security agsassination|
conditions in the Start of}
North & Beirut residentipl
Cabinet vacuum| A .
e s delsms i the
40 - . formation of a
. Border clashes TL issues fous . government
Lt Eid with Israeli rrest warrants Ratification
assassination soldiers =—— Sieni of tax Tax hikes
igning measures
8 A8 TELR .. of Declaration of : . ;
2 Bourj Abi Haldar_ Start of Deal on raising | Car bombings Tntent between Anti- " Security Increase in
| GenHajj clashes Syrian salaries & . . in Beirut LFand FPM | EOVernmen breaches in public-sector
arssimien crisis minimum wage Kidnappirg Saida Clashes pro&iegltgrﬂlm Bekaa and Beirut wagles'and
wave e salaries
: Suicide Attacks Pass-through .
ggiggﬂle Attacks on on Lebanese egfﬁCt r(i)gedsrgé diﬂ St;?ﬂ? Eccr'éls
§€55100S Lebanese Amy Army telegom tariffs countries
O T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
DDNDNXOXRXDRXNNANNNOOO0OO0OOOHHeHedddaAANANANANNOOOOOOFHEHHEHHIDIOIOIOIOID O OO0 OONNDNDNINIDNOWDO®DO®DO®WOWW A O O
RL9RYPRLYORE QG @@ o w o sl sl ol ol oyl sl sl b GGl Gl G5l SRl Gyl G5l Gl Gl Gt G Gl Gl G ol ol ol ol Sl ol S71 ol Sl ol Gl Gl Gl eyl oyl el Gl ol Gl Gl Gt Gt S Gl o ot Gl ol Sl Sl 1 Gl G
P Yo B gy Q0B gy 90 R gy 90k gy 90 Rgo0y YO Bgiy YO HgeyY.0E g Y0 E gy Yo RE gy Yol gwyYoilg
0 X% Y 09 & Y 00 & Y 09 & 00 &% 00 & Y 0o & Y 00 & S 00 Q& Y 00 & g 00 & Y 0o Q
50&m<520Qm<ﬁéOQm<350gm<QEOQm<£20Qm<igoQm<iéOQm<&éOQm<320Qm<EQOQm<&20Qm<3

Source: Byblos Research

First Half 2019

Consumer Confidence in Lebanon




The period of Return to
Relative Stability extended
into the first and second
quarters of 2019
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B -TIMELINE ANALYSIS

The results of the first and second quarters of 2019 supported the trend in con-
sumer confidence that started towards the end of 2016 and that ushered a pe-
riod of relative political stability. We identified five distinct periods in the
history of the Byblos Bank/ AUB Consumer Confidence Index: a period of
Great Uncertainties, one of Relative Stability, a Return of Uncertainties phase,
a period of Deepening Uncertainties and a fifth of Return to Relative Stability.

The first period started in July 2007 and ended in April 2008, with the Index
averaging 60.1 during this timeframe. It was a "high risk" period that was dom-
inated by security and political uncertainties. The second period extended
from May 2008 to June 2010 and was characterized by a significantly higher
level of confidence, as the Index averaged 94 during the 26-month period. This
timeframe was a "low risk" period that saw several positive political events
that helped revive consumer confidence. The third period, which stretched
from July 2010 to December 2011, saw the return of uncertainties and an in-
crease in political risks, as the Index averaged 54.2 during the 18-month span.
The fourth period started in January 2012, with the Index averaging 33.8 dur-
ing the 54 months ending in June 2016. It was a "very high risk" period as po-
litical and institutional paralysis increased and security conditions worsened,
which negatively weighed on consumer sentiment. As such, the Index aver-
aged 33.9 over the January 2012-September 2016 period, constituting the low-
est level of household sentiment over the five periods.

Further, the fifth period started in the fourth quarter of 2016 and extended into
2017, 2018 and the first half of 2019. Several political and security develop-
ments helped improve consumer confidence, which led us to classify this time-
frame as a period of "Return to Relative Stability". This phase started with the
election of President Michel Aoun and the formation of a government of na-
tional unity towards the end of 2016, and continued in 2017 with the renewal
of the term of Banque du Liban’s Governor Riad Salamé and the approval of
anew parliamentary electoral law. Also, this period carried on into 2018 to re-
flect improved expectations of households following the parliamentary elec-
tions in May 2018, and continued during the first half of 2019 with the
government's formation in late January 2019. As such, the Index averaged 65.1
during the October 2016-June 2019 timeframe, constituting the second highest
level of household confidence among the five periods.
- Byblos Bank/AUB Consumer Confidence Index by Stage*
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Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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The Expectations Index was
higher than the Present Situ-
ation Index during the first
and second quarters of 2019
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C- ANALYSIS OF PRESENT SITUATION & EXPECTATIONS

INDICES

The Byblos Bank/AUB Present Situation Index regressed by 0.5% in the first
quarter of 2019 from the preceding three months, while the Byblos Bank/ AUB
Expectations Index was nearly unchanged in the covered period. In parallel,
the Present Situation Index retreated by 6.9% in the second quarter of 2019
from the first quarter, while the Expectations Index dropped by 5.6% quarter-
on-quarter.

The Byblos Bank/ AUB Expectations Index posted higher values than the Pres-
ent Situation Index during the first and second quarters of 2019, similar to the
trend in all quarters since 2015. Also, the gap between the Expectations Index
and the Present Situation Index registered a positive spread of +15.2 in the first
quarter of 2019, and was nearly unchanged at +15.1 in the second quarter.

The Present Situation Index and the Expectations Index moved in the same di-
rection in all three months of the first quarter of 2019. The Present Situation
Index decreased by 11.8% in January, jumped by 15.7% in February and re-
gressed by 4.6% in March 2019, while the Expectations Index declined by 9.6%
in January, surged by 12.5% in February and regressed by 1.4% in March 2019.
Also, the Present Situation and Expectations indices averaged 66.4 and 81.6,
respectively, in the first quarter of 2019, constituting their 13 and 10" highest
quarterly readings, respectively, since the Index's inception in July 2007.

The two indices moved in the same direction in every month of the second
quarter of 2019. As such, the Present Situation Index decreased by 11.9% in
April, increased by 3.7% in May and grew by 4.5% in June 2019, while the Ex-
pectations Index declined by 10.5% in April, rose by 2.4% in May and increased
by 2.6% in June 2019. In addition, the Present Situation and Expectations in-
dices averaged 61.9 and 77, respectively, in the second quarter of 2019, consti-
tuting their 15" and 14" highest quarterly readings, respectively, in 48 quarters.

Generally, Lebanese consumers have been more optimistic about their condi-
tions over the near term than about their current situation, a trend upheld in
the first and second quarters of 2019, as the Expectations Index posted higher
values than the Present Situation Index in each of the first six months of 2019.
In fact, Lebanese consumers have been more optimistic about the future than
about present circumstances in 38 out of 48 quarters and in 109 out of 144
months between July 2007 and June 2019, representing a 75.7% monthly fre-
quency of occurrence.

The results of the first half of 2019 reflect the still-low expectations of Lebanese
households about their future conditions, as 10% of Lebanese polled in the cov-
ered period expected their financial conditions to improve in the coming six
months, relative to 10.5% in the second half of 2018. In addition, 61.3% of re-
spondents in the first half of 2019 believed their financial situation will deteri-
orate in the coming six months compared to 58% in the second half of 2018,
while 26.6% expected their financial conditions to remain the same.
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Short-lived improvement
in confidence level

Citizens' outlook
deteriorated on news
of tax hikes
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D - GENERAL TRENDS

Consumer confidence in Lebanon retreated in relative terms during the first
half of 2019, as the stagnation in consumer sentiment in the first quarter was
followed by a decline in confidence in the second quarter of the year. The for-
mation of the government in late January had a brief positive impact on house-
hold sentiment in the first quarter of the year. However, the deep skepticism of
citizens about the seriousness of the political class to implement concrete meas-
ures that would improve their quality of living and economic well-being was
the major factor that led the Byblos Bank/AUB Consumer Confidence Index
to decline during the first half of 2019. Confidence remained highly sensitive
to political developments during the first half of the year, in line with the trend
since the Index's inception in July 2007. In fact, political and security develop-
ments, whether they are positive or negative, have been the most important
factor to affect the confidence of Lebanese consumers in the past 48 quarters.

Household sentiment was directly correlated to political developments during
the first three months of 2019, as the January drop was triggered by the repeated
false alerts in late 2018 about a breakthrough in negotiations to form a new gov-
ernment. But the government's formation in late January, after nine months of
political deadlock, led the Index to jump by 13.6% in February. In fact, the Ex-
pectations Index increased by 12.5% in February to its highest level since May
2018, reflecting the impact of the government's formation on households' out-
look. But the short-lived momentum in February and the retreat of the main
Index in March highlighted the fact that Lebanese citizens consider that the
government's formation in itself is not sufficient, and that it is not an "achieve-
ment" as politicians claimed. Rather, they believe it is a basic right of every tax-
paying citizen to have a functioning and responsive government in place.

In addition, Lebanese households had high expectations following the forma-
tion of the Cabinet that the new government will put the priorities and needs
of citizens at the top of its agenda. However, citizens realized that the behavior
of most political parties hardly changed after the government's formation,
which aggravated their skepticism throughout the covered quarter. As such,
most households postponed non-essential spending as they awaited relief
measures.

The fact that the government's formation did not fully translate into a sustained
momentum in sentiment led to a deterioration in households' outlook towards
their personal finances and the business environment in the country. As such,
60% of the Lebanese surveyed in the first quarter of 2019 expected their financial
conditions to worsen in the coming six months, up from 57.9% of respondents
in the fourth quarter of 2018. Also, 9.1% of the Lebanese surveyed in March
2019 expected business conditions in Lebanon to improve in the coming six
months, down from 9.6% in December 2018; while 66.2% of respondents antic-
ipated business conditions to deteriorate in the covered period relative to 65.8%
in December 2018.

Further, Lebanese citizens realized during the second quarter of 2019 that the
authorities intend to impose a new wave of tax and fee increases which will
lead to a decline in their disposable income and purchasing power. As such,
the Present Situation Index and the Expectations Index retreated in June 2019
by 4.5% and 6%, respectively, from March 2019.
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Consumers followed strategy
of low expectations in the
second quarter of 2019

A high level of consumer
confidence requires
improvements in
standards of living
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In fact, the authorities' intentions to increase taxes and fees, at the expense of
households' day-to-day needs, exacerbated consumers' skepticism and raised
their concerns about the impact of any potential measure on their already
stretched budgets. This was compounded by the fact that households con-
tinued to suffer from the impact of the taxes that went into force at the begin-
ning of 2018 and that led to a decline in their disposable income, a decrease
in their purchasing power, and an increase in the cost of living. As such, cit-
izens extended their wait-and-see approach during the second quarter of
2019, as reflected by the decline of the Expectations Index by 7.3% in June
from its recent peak in February.

The second-quarter results showed the still low expectations of households,
as only 9.4% of the Lebanese polled in the covered quarter anticipated their
tinancial conditions to improve in the coming six months, down from 10.6%
in the first quarter of the year. In parallel, 62.6% of respondents in the second
quarter believed that their financial situation will deteriorate. In addition,
only 8.75% of the Lebanese surveyed in June 2019 expected business condi-
tions in Lebanon to improve in the coming six months, while 61.4% of re-
spondents anticipated business conditions to worsen.

Looking at the first-half results, consumer confidence retreated from the sec-
ond half of 2018, but posted its sixth highest semi-annual level since the first
half of 2007. Most of the decrease occurred during the second quarter of 2019,
as citizens adopted a strategy of minimal expectations.

In fact, Lebanese households consider that the political developments that
started in late 2016, including the formation of a new government in late Jan-
uary 2019, have not yet translated into concrete improvements in their quality
of living and economic well-being. Also, citizens have come to believe that
the authorities” concept of reforms usually translates into repeated and arbi-
trary increases in taxes and fees, instead of implementing genuine measures
that would improve the standard of living of citizens and result in economic
opportunities. As such, the longstanding skepticism of households has ex-
panded into disillusionment about the government's seriousness in bringing
about change to their quality of living and economic well-being.

The results of the first half of 2019 clearly show that Lebanese citizens still
have low confidence in the seriousness of the government and political par-
ties to bring about real stability and change, as well as to improve their living
standards and provide a credible framework for economic opportunities, es-
pecially with the ongoing deterioration in public-service delivery and the ar-
bitrary tax hikes. Therefore, Lebanese citizens need to see concrete evidence
and tangible solutions that would improve their standard of living and eco-
nomic well-being, in order to sustain their confidence level in the long term.
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Younger consumers were
the most optimistic in the
first half of 2019

The new waves of taxes
and fees dented the
expectations of
low-income citizens

Druze citizens were the
most optimistic about
future prospects in the
first quarter of 2019
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E - CONSUMERS’ NEAR-TERM OUTLOOK

Lebanese females had a more optimistic near-term outlook than their male
counterparts in the first and second quarters of 2019. The average monthly
reading of the Expectations Index was 84.2 for females compared to 78.9 for
males in the first quarter of 2019, and reached 79.3 for females relative to 74.6
for males in the second quarter of the year.

Consumers who are in the 21 to 29 year-old bracket were more optimistic about
near-term economic prospects than their counterparts in other age brackets
during the first and second quarters of 2019, while consumers who are 60 years
or older were the most pessimistic during the covered quarters.

Further, students were the least pessimistic about economic prospects among
occupational sub-categories in the first and second quarters of 2019, as the Ex-
pectations Index for this segment averaged 119.7 and 109.7, respectively, in the
covered quarters. Conversely, private-sector employees were the most pes-
simistic about the near future among all occupational categories in the first and
second quarters of 2019, with the Expectations Index for this category averag-
ing 50.5 in the first quarter and 45.9 in the second quarter of the year.

In parallel, consumers who earn a monthly income of $2,500 or higher had
higher expectations about future economic prospects than citizens in other in-
come brackets during the first and second quarters of 2019. In contrast, citizens
with a monthly income of $750 or less were the most pessimistic about the near
future among all income categories during the first quarter of the year, while
consumers with a monthly income between $750 and $1,499 were the least op-
timistic about future economic prospects than citizens in other income brackets
during the second quarter of 2019, most likely due to the government's plan to
impose new taxes and fees or raise existing ones in the 2019 budget.

In addition, residents of North Lebanon had a more positive outlook than their
counterparts in other geographical regions during the first and second quarters
of 2019. Conversely, consumers who reside in Beirut were more pessimistic
about future prospects than those in other geographical regions during the first
and second quarters of 2019.

In terms of religious affiliation, Druze citizens were more positive about the
country’s near-term economic outlook in the first quarter of 2019 than Lebanese
from other religious denominations, while Shiite households were the most
optimistic in the second quarter of the year. In parallel, Sunni consumers were
the most pessimistic about future prospects during the first quarter of 2019,
while Druze households were the least optimistic during the second quarter
of the year.
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Females were more
confident than males in
the first half of 2019

First Half 2019

BYBLOS BANK

II - Results by Category

The results of the Byblos Bank/ AUB Consumer Confidence Index show that
female consumers registered a higher level of confidence than their male coun-
terparts during the first and second quarters of 2019. Also, females were more
confident than males in all six months of the first half of 2019. Still, male con-
sumers have been more confident than females in 74 out of 144 months since
the Index’s inception in July 2007, representing a 51.4% frequency of occur-
rence.

The confidence level of females grew by 1.5% in the first quarter and regressed
by 6.6% in the second quarter of 2019, while the sentiment of males decreased
by 1.6% in the first quarter and retreated by 5.5% in the second quarter of the
year. Females and males posted average confidence levels of 78 and 73, respec-
tively, during the first quarter of 2019, as well as confidence levels of 72.9 and
69, respectively, in the second quarter of the year. The first-quarter results rep-
resented the 10™ highest level of confidence for Lebanese females in 47 quarters,
while the confidence level of males was the 13" highest. Moreover, the second-
quarter results constituted the 14" highest level of confidence for both female
and male consumers in 48 quarterly readings.

On a semi-annual basis, female and male consumers posted average confi-
dence levels of 75.4 and 71, respectively, during the first half of 2019, relative
to confidence levels of 77 and 73.8, respectively, in the second half of 2018. As
such, the confidence level of females decreased by 2.1% and dropped by 3.7%
for males in the first half of 2019. Moreover, males and females posted their
sixth highest levels of confidence each in 24 semi-annual results.

The results show that female consumers had a higher confidence level than
their male counterparts in seven out of the first eight quarters following the
Index’s inception in July 2007. This trend reversed, as males became more con-
fident than females in 21 out of the following 22 quarters until the end of 2014.
The trend changed again in 2015, as females started to post higher confidence
levels than their male counterparts in 15 out of the following 18 quarters lead-
ing to the second quarter of 2019.

Byblos Bank/AUB Consumer Confidence Index by Gender

Month Male Female

Jan-19 67.2 72.5
Feb-19 77.1 81.6
Mar-19 74.7 80.0

Av. Index Q1 2019* 73.0 78.0
Apr-19 65.9 71.8
May-19 70.8 70.8
Jun-19 70.3 76.0

Av. Index Q2 2019* 69.0 72.9

* average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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Older consumers were less
optimistic than citizens in
other age brackets in the
first half of 2019

Young citizens have a
more positive outlook
than older ones
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B - CONSUMER CONFIDENCE BY AGE

Consumers in the 21 to 29 year-old bracket posted a higher level of confidence
than citizens in other age brackets in the first and second quarters of 2019. In
contrast, consumers who are 60 years or older were the least confident among
age segments in the covered quarters.

The level of sentiment increased by 9.1% among consumers who are 60 years
or older, and expanded by 0.9% for citizens aged between 30 and 39 years in
the first quarter of 2019; while the confidence level of consumers in the 40 to
49 year-old bracket dropped by 4.1% in the covered quarter, followed by citi-
zens who are between 50 and 59 years old (-3.3%) and consumers aged be-
tween 21 and 29 years old (-0.6%). In parallel, the confidence level of consumers
in the 50 to 59 year-old bracket rose by 2.2% in the second quarter of the year;
while the sentiment of Lebanese in the 40 to 49 year-old bracket retreated by
10.4% in the covered quarter, followed by citizens aged between 30 and 39
years (-9.3%), consumers who are 60 years or older (-3.9%), and citizens in the
21 to 29 year-old bracket (-3.4%).

On a semi-annual basis, consumers who are in the 21 to 29 year-old bracket
had the highest level of confidence in the first half of 2019, constituting the 19"
such occurrence in 24 semi-annual periods. They were followed by citizens
aged between 30 and 39 years, then those who are in the 40 to 49 year-old
bracket, citizens aged between 50 and 59 years, and consumers who are 60
years or older.

Consumers who are in the 21 to 29 year-old bracket had the highest level of
confidence among age segments in each month of the first half of 2019. In con-
trast, citizens who are 60 years or older were the least confident in all six
months of the first half of the year. Generally, consumers aged between 21 and
29 years have been more confident than older consumers, as they posted the
highest confidence level in 39 out of 48 quarters, which represents an 81.3%
frequency of occurrence. Also, consumers who are 21 to 29 years old have been
the most confident in 99 out of 144 months since the Index's inception, repre-
senting a 68.8% frequency of occurrence. This trend reflects the energy and
outlook of young men and women in Lebanon, in contrast to the constant self-
serving and fact-free rumors about the despondency of Lebanese youth.

Byblos Bank/AUB Consumer Confidence Index by Age

Month 21-29 yrs 30-39yrs 40-49yrs 50-59yrs 260 yrs
Jan-19 78.8 68.1 71.7 61.5 55.7
Feb-19 95.4 77.5 75.7 66.9 58.8
Mar-19 85.2 81.3 715 69.8 64.3
Av. Index Q1 2019* 86.5 75.6 73.0 66.1 59.6
Apr-19 80.3 67.9 67.4 61.9 49.7
May-19 82.7 67.0 64.6 70.2 60.2
Jun-19 87.5 70.7 64.2 70.5 61.9
Av. Index Q2 2019* 83.5 68.5 65.4 67.6 57.3

* average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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Public-sector workers were
significantly more confident
than private-sector employees
and the self-employed

First Half 2019

BYBLOS BANK

C - CONSUMER CONFIDENCE BY OCCUPATION

Students posted a higher level of confidence than consumers in other occupa-
tional categories in the first half of 2019. When excluding students, public-sector
employees were more optimistic than other occupational categories in the cov-
ered period, which shows the impact of the massive increase in the salaries and
wages of public-sector employees on their sentiment. In contrast, private-sector
employees were the most pessimistic during the first half of 2019, constituting
the first such instance in 24 semi-annual periods since the start of the Index’s
calculation. This reflects the impact of arbitrary and ill-conceived government
decisions that hurt the performance of the private sector and, therefore, the
prospects of private-sector employees.

The sentiment of the unemployed improved by 7.8% quarter-on-quarter in the
first quarter of 2019, followed by housewives (+3.7%) and the self-employed
(+3.3%); while the confidence level of private-sector employees deteriorated
by 8.6% in the covered quarter, followed by students (-7.5%) and public-sector
employees (-0.6%). During the second quarter of 2019, the confidence level of
the unemployed grew by 5.4%, while the sentiment of housewives declined
by 9.4%, followed by public-sector employees (-8.7%), students (-7.8%), pri-
vate-sector employees (-5.3%) and the self-employed (-5%).

Moreover, the confidence level of public-sector workers was 38% higher than
the confidence level of private-sector employees in the first half of 2019. This
wide discrepancy reflects the negative impact of the increase of the public sec-
tor's wages and salaries on economic activity. In fact, a particular segment of
the population benefited from the increase at the expense of the broader society,
especially that the private sector constitutes the engine of economic activity in
Lebanon. The confidence level of private-sector employees has consistently ex-
ceeded the confidence level of public-sector workers since the Index’s inception.
However, this trend reversed since 2018 when public-sector employees started
to post much higher confidence levels than their private-sector counterparts.

In parallel, the sentiment level of students was the highest in 81 out of 144
months, representing a 56.3% frequency of occurrence, followed by private-
sector employees with an incidence of 22.2%, public-sector employees with
8.3%, the unemployed and the self-employed with 5.6% each, and housewives
with a frequency of 2.1%.

Byblos Bank/AUB Consumer Confidence Index by Occupation
Month Private Sector Public Sector Self- Student Housewife Unemployed
Employee Employee employed

Jan-19 53.3 66.5 64.0 108.2 70.7 42.6
Feb-19 60.6 82.6 76.6 116.9 744 60.7
Mar-19 57.1 90.7 71.5 109.9 77.5 64.4
Av. Index

Q1 2019* 57.0 79.9 70.7 111.7 74.2 55.9
Apr-19 54.6 69.1 63.3 102.7 64.4 53.9
May-19 51.6 78.7 68.2 105.4 66.0 54.6
Jun-19 55.7 70.9 70.1 100.8 71.2 68.3
Av. Index

Q2 2019* 54.0 72.9 67.2 103.0 67.2 58.9

* average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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Consumer sentiment remains
correlated to income levels

First Half 2019

BYBLOS BANK

D - CONSUMER CONFIDENCE BY INCOME

The results of the Byblos Bank/AUB Consumer Confidence Index show that
consumers with an income of $2,500 or more per month were more confident
than citizens in lower income brackets in the first and second quarters of 2019.
Conversely, citizens with a monthly income of $750 or less were the least con-
fident among all income categories in the first two quarters of 2019. In addition,
consumers with an income of $2,500 or more per month had the highest level
of confidence in 59 out of 66 months, representing an 89.4% frequency of oc-
currence.

The confidence level of consumers with a monthly income of $2,500 or more
grew by 5.4% in the first quarter of 2019 from the preceding quarter and in-
creased by 2% for citizens in the $750 to $1,499 per month income bracket;
while it regressed by 3.3% for consumers in the $1,500 to $2,499 per month in-
come bracket and declined by 1.3% for citizens with a monthly income of $750
or less. Moreover, the confidence level of consumers with an income of $1,500
to $2,499 per month decreased by 7.9% in the second quarter of 2019, followed
by citizens who earn between $750 and $1,499 per month (-7.3%), consumers
who earn $750 or less (-4.1%), and citizens who earn $2,500 or more per month
(-1.8%).

On a semi-annual basis, consumers with a monthly income of $2,500 or more
had the highest level of confidence among all income brackets in the first half
of 2019. Consumer sentiment for this category posted an average reading of
86.4 in the first half of 2019 and increased by 1.9% from 84.8 in the second half
of 2018. In addition, citizens with a household income of $2,500 or higher held
the highest level of confidence in all semi-annual readings.

We have adopted in January 2014 four new income sub-categories for the By-
blos Bank/ AUB Consumer Confidence Index to reflect more accurately the
monthly income distribution of Lebanese citizens. Respondents were selected
from a random population sample of 5,474 and were questioned about their
monthly income. The results show that 29.23% of individuals earn below $750
per month, 36.54% of Lebanese have incomes between $750 and $1,499 per
month, 23.86% of citizens earn between $1,500 and $2,499 per month, while
10.38% of individuals reported earnings at $2,500 or higher per month.

Byblos Bank/AUB Consumer Confidence Index by Income*

Month <$750 $750-$1,499 $1,500-$2,499 2$2,500
Jan-19 59.9 70.3 783 82.3
Feb-19 70.8 85.3 76.8 87.2
Mar-19 68.0 79.2 79.1 92.1
Av. Index Q1 2019** 66.2 78.3 77.1 87.2
Apr-19 59.6 69.0 73.2 83.6
May-19 63.1 74.0 69.1 84.5
Jun-19 67.8 74.5 70.7 88.8
Av. Index Q2 2019** 63.5 72.5 71.0 85.6

* monthly household income ** average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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Household sentiment in the
Bekaa was the highest
across regions in the first
half of 2019

First Half 2019

BYBLOS BANK

E - CONSUMER CONFIDENCE BY GEOGRAPHICAL REGION

The results of the Byblos Bank/AUB Consumer Confidence Index show that
residents of the Bekaa region had a higher level of confidence relative to con-
sumers in other regions in the first and second quarters of 2019. Conversely,
residents in Beirut were the most pessimistic among all geographical regions
in the first two quarters of 2019, reflecting the eighth such quarterly occurrence
since the Index's inception.

Consumer sentiment in Mount Lebanon grew by 7% in the first quarter of 2019
and posted the highest increase across geographical regions, followed by res-
idents in the South (+1.3%) and the Bekaa (+0.4%). In contrast, the confidence
level of consumers in Beirut dropped by 17.3% in the covered quarter and was
unchanged for citizens in the North. Further, the sentiment of citizens in Beirut
grew by 2.6% in the second quarter of 2019; while the confidence level of resi-
dents in the Bekaa decreased by 11.5% in the covered quarter, followed by con-
sumers in the South (-9.4%), the North (-6.3%), and Mount Lebanon (-4.1%).

On a semi-annual basis, households in the Bekaa region posted the highest
level of confidence in the first half of 2019, followed by consumers in the North,
residents in the South, citizens in Mount Lebanon and consumers in Beirut.

Residents in the Bekaa posted the highest level of confidence among geograph-
ical regions in all six months of the first half of the year. In contrast, consumers
in Beirut registered the lowest level of confidence in the January, February,
March, May and June 2019 surveys, while residents in Mount Lebanon were
the least optimistic in April 2019. Overall, consumers in Mount Lebanon held
the highest level of confidence in 50 out of 144 months, representing a 34.7%
frequency of occurrence, followed by consumers in the North with an inci-
dence of 23.6%, households in the South with 19.4%, consumers in Beirut with
13.9% and households in the Bekaa with a frequency of 8.3%.

Byblos Bank/AUB Consumer Confidence Index by Geographical Region

Month Beirut Mount Lebanon North Bekaa South
Jan-19 61.6 62.2 78.0 85.7 69.1
Feb-19 56.8 67.9 98.9 104.6 76.5
Mar-19 59.3 71.9 87.2 104.1 674
Av. Index Q1 2019* 59.2 67.3 88.1 98.1 71.0
Apr-19 63.2 61.4 77.3 83.4 66.2
May-19 57.3 64.0 86.0 874 63.0
Jun-19 61.7 68.3 84.2 89.8 63.8
Av. Index Q2 2019* 60.8 64.6 82.5 86.9 64.3

* average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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Druze households were the
most optimistic in the

first half of 2019

First Half 2019

BYBLOS BANK

F - CONSUMER CONFIDENCE BY RELIGIOUS AFFILIATION

The results of the Byblos Bank/AUB Consumer Confidence Index show that
Druze households were the most optimistic among all religious affiliations in
the first quarter of 2019, while Shiite citizens were the least pessimistic in the
second quarter of the year. The results of the first quarter of 2019 constituted
the 13" time since the Index's inception that Druze households post the highest
level of confidence on a quarterly basis, while the second-quarter results rep-
resented the seventh time in 48 quarters that Shiite households post the highest
confidence level. In parallel, Sunni citizens were the most pessimistic during
the first and second quarters of 2019. In general, Christians held the highest
level of confidence in 56 out of 144 months since the Index's inception, repre-
senting a 39% frequency of occurrence, followed by Druze citizens with an in-
cidence of 31.3%, Shiite consumers with 15.3% and Sunni citizens with a
frequency of 14.6%.

The confidence level of Druze households grew by 14.6% in the first quarter
of 2019, the highest quarterly increase among religious affiliations, while it was
nearly unchanged for Christian households. In contrast, the sentiment of Shiite
consumers declined by 4.2% in the covered quarter and regressed by 0.5% for
Sunni households. In parallel, the confidence level of Druze consumers
dropped by 14.7% in the second quarter of 2019, followed by Sunni households
(-5.8%), Christian consumers (-5.2%) and Shiite households (-4.5%).

On a monthly basis, Druze consumers were the most confident in January,
March, April and May 2019, while Shiite households registered the highest
level of confidence in February and June 2019. In contrast, Christian consumers
were the most pessimistic among all religious affiliations in January 2019 and
Sunni households were the least optimistic in the February, March, April and
May surveys, while Druze consumers were the most pessimistic in June 2019.

On a semi-annual basis, Druze households registered the highest level of con-
fidence among all religious affiliations in the first half of 2019. Also, the senti-
ment of Druze consumers grew by 6% in the covered period from the second
half of 2018, while it decreased by 6.4% for Shiite households, regressed by
4.9% for Sunni consumers, and declined by 1.3% for Christian households.

Byblos Bank/AUB Consumer Confidence Index by Religious Affiliation

Month Christians Sunnis Shiites Druze
Jan-19 65.8 70.0 70.7 87.6
Feb-19 78.9 76.5 82.7 80.8
Mar-19 79.2 73.5 76.4 82.2
Av. Index Q1 2019* 74.6 733 76.6 83.5
Apr-19 69.1 65.2 70.6 734
May-19 73.5 66.2 67.9 79.3
Jun-19 69.7 75.8 80.9 61.0
Av. Index Q2 2019* 70.8 69.0 73.1 71.2

* average monthly score
Source: Byblos Research, based on surveys conducted by Statistics Lebanon
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