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EMERGING MARKETS
External debt issuance down 22% to $498bn in 2018

Figures compiled by Citi Research show that emerging markets
(EMs) issued $498bn in external sovereign and corporate bonds
in 2018, down by 22.3% from $641bn in 2017. Gross debt is-
suance in Asia excluding Japan reached $253bn or 50.8% of the
total, followed by the Middle East & Africa (ME&A) with $113bn
(22.7%), Latin America with $71bn (14.3%) and Emerging Eu-
rope with $60bn (12%). Further, EM corporates issued $354bn in
bonds last year, equivalent to 71.1% of total sovereign and cor-
porate bond issuance. Asia ex-Japan issued $236bn, or 66.7% of
total corporate issuance, followed by the ME&A region with
$50bn (14.1%), Latin America with $41bn (11.6%) and Emerging
Europe with $27bn (7.6%). Also, EM sovereigns issued $144bn
in bonds, or 29% of new sovereign and corporate bonds in 2018.
The ME&A region issued $63bn, or 43.8% of total new sovereign
bonds, followed by Emerging Europe with $33bn (22.9%), Latin
America with $30bn (20.8%) and Asia ex-Japan with $17bn
(11.8%). Further, Citi projected upcoming EM's sovereign exter-
nal debt service payments at $20.3bn in the first quarter of 2019,
of which $6.8bn, or 33.5% of the total, is from Emerging Europe,
$6bn (29.6%) from Latin America, $5.3bn (26.1%) from Asia ex-
Japan, and $2.1bn (10.3%) from the ME&A region. It also ex-
pected upcoming EM corporate external debt service payments at
$22.5bn in the first quarter of 2019, of which $12.8bn, or 57% of
the total, is from Asia ex-Japan, $4.7bn (21%) from Latin Amer-
ica, $2.6bn (11.6%) from the ME&A region, and $2.4bn (10.7%)
from Emerging Europe.

Source: Citi Research, Byblos Research

MENA

M&A deals down 6% to $37bn in 2018

Figures issued by Bureau Van Dijk and Zephyr show that there
were 509 merger & acquisition (M&A) deals targeting companies
in the Middle East & North Africa (MENA) region for a total of
$36.8bn in 2018. In comparison, there were 631 M&A deals worth
$39.3bn in 2017. The figures show declines of 19.3% in the vol-
ume of deals and of 6.4% in their value year-on-year. The amount
of M&A transactions in the UAE reached $13.9bn in 2018, and
accounted for 37.7% of the region's aggregate deal value. Saudi
Arabia followed with M&A deals of $10.7bn (29%), then Egypt
with $3.96bn (10.7%), Kuwait with $1.9bn (5.1%), Morocco with
$1.6bn (4.5%), Oman with $1.4bn (3.9%), Iran with $1.1bn (3%),
Jordan with $700m (1.9%), Libya with $450m (1.2%) and Qatar
with $371m (1%), while the remaining $723m of deals, or 2% of
the total, targeted other MENA countries. In volume terms, Egypt
had 135 M&A deals last year, followed by the UAE with 133
transactions, Saudi Arabia with 44 deals, Oman with 42 transac-
tions, Jordan with 40 deals, Kuwait with 35 transactions, Morocco
with 27 deals and Tunisia with 15 transactions, while the remain-
ing 82 deals were in seven other MENA countries.

Source: Zephyr, Bureau Van Dijk, Byblos Research

Sovereign ratings stable in second half of 2018

S&P Global Ratings indicated that the overall sovereign credit-
worthiness in the Middle East & North Africa (MENA) region
was stable in the second half of 2018, as it affirmed the ratings of
all the MENA sovereigns that it rates. Further, it noted that the
MENA region's average sovereign rating was slightly higher than
'BBB-' at the end 0f 2018, while its nominal GDP-weighted aver-
age sovereign rating was higher than 'BBB'. In this context, it
noted that the gap between the GDP weighted and unweighted av-
erage ratings widened due to the recovery in oil prices that sup-
ported the hydrocarbon sector and, in turn, overall nominal GDPs
of the highly rated GCC countries. The agency rates seven MENA
sovereigns in the investment grade category with a 'BBB-' rating
or higher, while the remaining six sovereigns are in the speculative
grade segment. Also, it has a 'stable' outlook on the ratings of 12
MENA sovereigns and one 'negative' outlook on the sovereign rat-
ings of Morocco. The agency revised the outlook on Qatar's sov-
ereign ratings from 'negative' to 'stable' in 2018. It also revised the
outlook on the Emirate of Ras Al Khaimah's sovereign ratings
from 'negative' to 'stable’, as it expected the risks to the emirate's
fiscal position to regress following the mobilization of new rev-
enues. However, it revised the outlook on Morocco's sovereign
ratings from 'stable' to 'negative' due to the authorities' deviation
from the budget consolidation plan, as well as to expectations that
budgetary pressures will likely persist in the coming two years.
Source: S&P Global Ratings

Ability to develop and retain talent varies across

Arab world

The INSEAD Global Talent Competitiveness Index (GTCI) for
2019 ranked the UAE in 19th place among 125 countries globally
and in first place among 13 Arab countries. Qatar followed in 24th
place, then Saudi Arabia (39th), Bahrain (40th), Oman (48th), Jor-
dan (57th), Lebanon (59th), Kuwait (64th), Tunisia (84th), Egypt
(96th), Morocco (100th), Algeria (105th) and Yemen (125th). The
GTCI measures a country's ability to attract, develop and retain
talent. It is a composite of six pillars grouped in two sub-indices
that are the Talent Competitiveness Input Sub-Index and the Talent
Competitiveness Output Sub-Index. A higher score on the index
reflects a country's better performance in terms of talent compet-
itiveness. The Arab countries' average score stood at 40.3 points,
lower than the global average score of 43.4 points. Also, the Arab
economies' average score was higher than the average score of
Latin America & the Caribbean (37.2 points), South Asia (29.5
points) and Sub-Saharan Africa (28.6 points). But it was lower
than the average score of North America (73.5 points), Europe &
Central Asia (53.1 points), and East Asia & Pacific (49.2 points).
In parallel, the UAE (19th), Qatar (20th) and Bahrain (3 1st) were
the top ranked Arab countries on the Talent Competitiveness Input
Sub-Index that covers the policies, resources and efforts that a
country can use to promote its talent competitiveness. Further, the
UAE (25th), Qatar (30th) and Lebanon (35th) led Arab countries
on the Talent Competitiveness Output Sub-Index, which measures
the quality of talent that results from domestic policies, resources
and efforts.

Source: INSEAD, Byblos Research



OUTLOOK

WORLD

Geopolitical and geo-economic tensions are main
risks in 2019

A survey conducted by the World Economic Forum shows that
increasing geopolitical and geo-economic tensions are the most
urgent global risks in 2019, with 91% of participants expecting
further economic frictions between major powers this year, 88%
of respondents expecting further erosion of multilateral trading
rules and agreements, and 85% of participants predicting in-
creased risks of political confrontations between major powers
in 2019. In addition, the survey shows that 82% of respondents
expected increased risks of cyber-attacks that will lead to theft
of money and data in 2019, while 80% of participants anticipated
rising risks of cyber-attacks that will lead to disruption of oper-
ations and infrastructure. The survey covered about 1,000 experts
and decision-makers across the world who were asked to assess
whether the risks associated with 42 current global issues would
increase or decrease in 2019 compared to 2018. The respondents
were then asked to evaluate the likelihood and impact of 30 major
risks occurring globally within the next 10 years. The WEF de-
fined global risk as an uncertain event or condition that, in the
event of its occurence, can cause significant detrimental impact
on several countries or industries within the next 10 years.

Further, the survey shows that environmental risks continue to
dominate the respondents' concerns, as they cited extreme
weather events, including floods and storms, as the risk with the
highest likelihood of occurence within the next 10 years. This
was followed by the failure of climate change mitigation and
adaptation, as well as major natural disasters, massive incident
of data fraud and theft, and large-scale cyber-attacks. Also, par-
ticipants cited weapons of mass destruction, failure of climate
change mitigation and adaptation, extreme weather events, water
crises and major natural disasters as the top five global risks with
the highest impact on countries and industries in the long term.
Source: World Economic Forum

EMERGING MARKETS

Growth at 4.5% in 2019, varies across regions

The International Monetary Fund projected real GDP growth in
emerging markets and developing economies at 4.5% in 2019,
down from its October 2018 forecast of 4.7%, and compared to
growth rates of 2% for advanced economies and 3.5% for the
global economy. In comparison, it estimated the emerging mar-
kets and developing economies' real GDP growth at 4.6% in
2018. It noted that emerging markets and developing economies
have faced challenging external conditions in the past few
months amid rising global trade tensions, higher U.S. interest
rates, a stronger US dollar, increased capital outflows from the
region, as well as volatile oil prices. Further, it considered that
downside risks to the region's outlook include a further escalation
in trade tensions, tighter global financial conditions, increased
policy uncertainty, as well as heightened geopolitical tensions in
the Middle East and East Asia regions.

The IMF projected economic growth in Emerging & Developing
Asia at 6.3% in 2019, unchanged from its October 2018 forecast,
reflecting the anticipated slowdown in China's economic activity
and the pickup in India's growth this year. Further, it projected
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Sub-Saharan Africa's (SSA) real GDP growth at 3.5% relative to
3.8% previously, mainly due to lower oil prices that caused down-
ward revisions to Angola and Nigeria's growth prospects. How-
ever, it expected activity to vary and to expand by more than 5%
in more than one-third of SSA economies. In parallel, it forecast
growth in the Middle East, North Africa, Afghanistan and Pak-
istan region at 2.4% in 2019, down from a previous projection of
2.7%, due to weaker oil output growth in Saudi Arabia, tighter
financing conditions in Pakistan, the re-imposition of U.S. sanc-
tions on Iran, as well as to geopolitical tensions. In addition, the
Fund anticipated economic activity in the Commonwealth of In-
dependent States at 2.2% in 2019, down from 2.4% in its October
2018 forecast, due to weaker growth prospects in Russia. Further,
it projected real GDP growth in Latin America & the Caribbean
at 2% this year, down from its previous forecast of 2.2%, amid
weaker activity in Mexico and a severe contraction in Venezuela.
Also, it revised downward its growth forecast for Emerging &

Developing Europe to 0.7% in 2019 from 2% previously.
Source: International Monetary Fund

KUWAIT

Non-hydrocarbon sector growth to pick up to 3%
in 2019

The National Bank of Kuwait (NBK) projected Kuwait's real
GDP growth to decelerate from 2.9% in 2018 to 2.2% in 2019,
mainly due to a decline in oil production under the recent OPEC
production cut agreement. As such, it expected real hydrocarbon
sector activity to slow down from 3% in 2018 to 1.5% this year.
In parallel, it anticipated growth in the non-hydrocarbon sector
to accelerate from 2.8% last year to 3% in 2019 amid improved
consumer spending, an increase in capital spending and a recov-
ery in private investment. But it noted that Kuwait's medium-term
growth will be constrained by the slow pace of reforms, the ab-
sence of economic diversification and a potential slowdown in
global economic activity. Further, it expected the average infla-
tion rate at 2% in 2019 relative to 0.6% in 2018, largely due to
higher food and housing prices. It anticipated that the introduction
of a value-added tax will not take place before 2021, and that the
impact of a proposed excise duty on tobacco and selected drinks
would be modest.

In parallel, NBK indicated that Kuwait's fiscal position has im-
proved considerably during the previous two years, due to a com-
bination of higher global oil prices and spending restraint. In this
context, it projected the fiscal deficit to narrow from 9% of GDP
in the fiscal year that ended in March 2018 to 0.5% of GDP in
FY2018/19. It said that the deficit could widen slightly to 1% of
GDP in FY2019/20 on the back of lower oil revenues, but would
remain manageable amid the authorities' fiscal consolidation ef-
forts. It noted that the government's fiscal position remains very
strong, supported by Kuwait's $600bn in assets at its sovereign
wealth fund. But it said that the assets of the General Reserve
Fund, which are used to finance the deficit shortfalls, declined to
$88bn at end-March 2018 and could be depleted in a few years
in case of lower oil prices and in the absence of reforms to in-
crease non-oil revenues. As such, it considered that the govern-
ment's fiscal space could become more limited in the near term.
In parallel, it forecast the current account surplus to decline from
15% of GDP in 2018 to 10% of GDP this year amid lower oil ex-

port receipts and solid import growth.
Source: National Bank of Kuwait
January 24, 2019



ECONOMY & TRADE

MENA

Global challenges and slowing reforms constitute
downside risks to the region's outlook

Moody's Investors Service indicated that the stable outlook on
countries in the Levant and North Africa region in 2019 balances
modest domestic growth and expectations of further progress on
fiscal consolidation, with a slowdown in the pace of structural
and fiscal reforms in most of the countries in the two regions. It
noted that the countries are vulnerable to rising global interest
rates and a shift in capital flows, given their high debt burdens,
low debt affordability and large funding needs. It estimated the
median debt ratio of countries in the Levant and North Africa to
have peaked at 83% of GDP at the end of 2018, and expected
higher interest rates to further erode the countries' debt afford-
ability. Further, it said that the fiscal and debt metrics of some
economies, such as Egypt, Jordan and Lebanon, are sensitive to
a higher-than-expected increase in interest rates. It added that
tighter global financing conditions present liquidity risks across
countries in the two regions. In parallel, Moody's indicated that
improving security conditions in some conflict areas, and recon-
struction plans, will support the region's creditworthiness. How-
ever, it noted that slowing global growth will weigh on sovereigns
with significant trade exposure to Europe, while persistent do-
mestic political and geopolitical tensions will continue to affect
the sovereigns' credit profiles. It added that slower-than-expected
growth or a higher-than-anticipated increase in oil prices could
hinder fiscal consolidation efforts in some countries.

Source: Moody's Investors Service

GCC

Lower oil prices to weigh on fiscal balances
Moody's Investors Service considered the outlook on the sover-
eign ratings of Gulf Cooperation Council (GCC) economies to
be 'stable' in 2019. It noted that it has a 'stable' outlook on the rat-
ings of five out of six GCC governments, while it has a 'negative’'
outlook on Oman's rating. It expected geopolitical tensions, as
well as a potential increase in military-related fiscal spending, to
weigh on the countries' credit profiles this year. It forecast real
GDP growth in the GCC region in 2019 to be broadly unchanged
from 2018, as lower hydrocarbon output amid the recent OPEC
production cut agreement would be offset by a modest accelera-
tion in non-oil GDP growth. Further, it projected the fiscal bal-
ances of GCC economies to improve in 2019 in case oil prices
average $75 p/b this year, while it projected their budget deficits
to widen and their public debt levels to increase if oil prices re-
main at around $60 p/b. In parallel, Fitch Ratings expected the
fiscal balances of GCC countries to weaken by 1% to 2% of GDP
this year due to its expectations of lower oil prices. It said that
the governments' 2019 budgets include higher spending and grad-
ual fiscal reforms. But it considered that weaker oil prices will
prompt several countries to limit their spending this year. Further,
it indicated that the fiscal plans announced include further re-
forms, such as the introduction of an excise tax in Oman and
Qatar, as well as improved tax collection in Saudi Arabia. But it
noted that such measures will only partially offset the challenges
from lower oil prices and higher spending. Also, it estimated that
a $10 p/b decrease in oil prices would reduce government rev-
enues by between 2% and 4% of GDP, depending on the country.
Source: Moody's Investors Service, Fitch Ratings
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TURKEY

High external financing needs to constrain eco-
nomic adjustment

Citi Research indicated that the combination of a global liquidity
glut and accommodative domestic policies since the global fi-
nancial crisis has led to the significant increase in Turkey's debt
levels and to the buildup of vulnerabilities amid rising external
financing requirements. It noted that Turkey's strong economic
activity has been supported by credit growth instead of produc-
tivity growth. It said that lending to the private sector surged from
27% of GDP in 2007 to about 70% of GDP in the third quarter
of 2018. It considered that the sharp rise in the private sector's
credit-to-GDP ratio in a short period of time, along with the large
currency mismatches and the increased allocation of credit to
non-tradable sectors, pose significant risks and could complicate
Turkey's economic adjustment. It expected corporates to face dif-
ficulties in servicing their debt due to the large currency mis-
matches on their balance sheets amid the sharp depreciation of
the lira. Also, it said that the shift in the allocation of credit to-
wards non-tradable sectors, such as the construction and real es-
tate sectors, could negatively affect financial stability and
competitiveness, and weigh on the country's long-term growth
potential. Citi anticipated that deleveraging pressures will be el-
evated for the construction, real estate and utilities sectors. It said
that Turkey's high external liabilities and large refinancing needs
could complicate the adjustment process and expose the economy
to further country-specific shocks.

Source: Citi Research

UAE

Sovereign ratings affirmed, outlook 'stable’

Capital Intelligence Ratings (CI Ratings) affirmed the UAE's
long-term foreign and local currency ratings at 'AA-', with a 'sta-
ble' outlook. It noted that the ratings reflect the country's strong
external position, improving public finances, stable domestic po-
litical situation, high real GDP per capita, as well as Abu Dhabi's
willingness to support federal institutions in case of financial dis-
tress. It added that the 'stable’ outlook is supported by an expected
increase in hydrocarbon prices and by the implementation of
moderate fiscal consolidation and of measures to support growth.
Further, it expected the UAE's external balance to remain strong,
as it projected the current account surplus to average 6.5% of
GDP annually during the 2019-20 period. In parallel, it forecast
real GDP growth to accelerate from 2.9% in 2018 to an average
of 3.7% annually in the 2019-20 period, supported by public in-
frastructure spending and higher hydrocarbon output. But it said
that the growth outlook remains subject to ongoing risks from
geopolitical uncertainties. It anticipated the average inflation rate
to decline from 3.5% in 2018 to about 1.9% in 2019. Further, it
expected the fiscal balance to shift from a deficit of 1.1% of GDP
in 2018 to an average surplus of 1.6% of GDP in the 2019-20 pe-
riod, based on its oil price assumption of $63.8 p/b and its ex-
pectations of moderate fiscal reforms. Also, it considered that
Dubai's government-related entities could face higher refinancing
costs amid increases in U.S. interest rates and in geopolitical
risks, given their relatively large volume of debt maturing in the
2019-20 period of $21bn, or 20% of Dubai's GDP.

Source: Capital Intelligence Ratings
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BANKING

MENA

Banking constraints increase liquidity risks
Moody's Investors Service indicated that significant domestic
banking constraints in countries in the Middle East and Africa re-
gion are intensifying liquidity risks amid tightening global finan-
cial conditions. It noted that the constraints on the banks' capacity
and willingness to absorb potential increases in government fi-
nancing needs in the event of a shock would intensify liquidity
risks in Angola, Bahrain, Ghana, Kenya and Lebanon. It said that
the governments' ability to fund their borrowing needs from do-
mestic banks depends on the latter's capacity and willingness to
meet government borrowing needs, as well as on changes in the
regulatory environment. Further, it said that the ability of banks
in Angola, Bahrain, Ghana, Kenya and Lebanon to absorb gov-
ernment borrowing needs is constrained by either the large bor-
rowing needs relative to the size of the banking sector and the
banks' high exposure to government securities, or by low deposit
inflows relative to the governments' fiscal deficits. In addition,
Moody's pointed out that the banks' willingness to provide financ-
ing is influenced by several factors, including policy credibility
or the risk-reward trade-off in lending to the private sector versus
the government. It said that the vulnerabilities in the Democratic
Republic of the Congo, Egypt and Nigeria's banking sectors are
related to their small size or large exposure to government secu-
rities. But it considered that these constraints are mitigated by the
countries' limited government financing needs or by high bank
deposit growth and, as such, expected the authorities to rely on
domestic banks to cover their financing needs.

Source: Moody's Investors Service

ETHIOPIA

Further depreciation of Ethiopian birr needed
Citi Research indicated that Ethiopia's foreign currency reserves
increased from around $3bn at the end of 2017 to $4.1bn at end-
July 2018, mainly supported by a $1bn deposit from the UAE
government and a $1.2bn disbursement from the World Bank.
However, it noted that the improved reserve position has resulted
in a modest change in the National Bank of Ethiopia's (NBE) ex-
change rate policy. It noted that the NBE allowed the Ethiopian
birr to depreciate from ETB23.5 against the US dollar to ETB27
per dollar in October 2017, and has allowed a gradual deprecia-
tion since mid-2018 to the current level of ETB28 per dollar. Still,
Citi considered that authorities should allow further currency de-
preciation to over ETB35 per US dollar in order to clear foreign
currency backlogs. However, it noted that the Ethiopian govern-
ment would be concerned about a significant pickup in inflation
in the run up to the local elections in 2019, if the NBE allowed a
substantial weakening of the currency. In this context, it said that
Ethiopia already has consistently had a higher inflation rate than
its southern neighbors in East Africa, with its inflation rate aver-
aging around 9.9% annually in the 2014-18 period. It mainly at-
tributed the inflation level to higher food prices, the ongoing
foreign exchange shortages and high growth of money supply.
Further, Citi indicated that the outlook on the birr is also contin-
gent on the implementation of reforms in 2019 that include the
privatization of state-owned enterprises, which could result in
significant financial inflows and contain pressure on the cur-

rency.
Source: Citi Research
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GHANA

Consolidation positive for banking sector amid
weak asset quality

IHS Markit indicated that it has a 'high risk' rating on Ghana's
banking sector, which reflects poor asset quality at the banks and
the possibility for further capital write-downs in the near term.
However, it said that the outlook on the rating is 'positive', which
points to the authorities' significant efforts to address underlying
structural risks through the revocation of the licenses of under-
capitalized banks, the transfer of their assets, mergers or acquisi-
tions, as well as through capital injections. IHS noted that 12
banks have closed in Ghana since the beginning of 2017 after
failing to meet Bank of Ghana's new minimum regulatory capital
requirement of GHS400m, or $82m, by the end of 2018. It added
that several other banks received capital injections, bringing the
number of commercial banks licensed to operate to 23 banks
from 34 institutions. In parallel, IHS indicated that the sector's
non-performing loans (NPLs) ratio jumped from 11.3% at the end
of 2014 to a peak of 22.6% at end-June 2018, which prompted
the banking sector consolidation. But it said that the NPLs ratio
regressed to 20.1% at end-October 2018, and expected NPLs to
continue declining throughout 2019 due to aggressive write-offs
of legacy NPLs. It noted that the banks' regulatory capital ade-
quacy ratios recovered to above 20% on average from 14.8% at
end-June 2017. However, it anticipated the full transition to Basel
IIT requirements and the continued write-off of legacy NPLs to
weigh on the banks' capital buffers in the near term, which could
lead to additional capital injections from shareholders during the
2019-20 period.

Source: IHS Markit

NIGERIA

Merger activity increases dominance of large banks
Fitch Ratings indicated that the merger of Nigeria's Access Bank
and Diamond Bank will highlight the two-tier nature of the Niger-
ian banking sector and will result in the five largest banks ac-
counting for more than 60% of the sector's assets. It noted that
the merger, which is expected to be completed by the end of June
2019, will create Nigeria's largest bank in terms of assets and de-
posits. It said that the announced merger was driven by Diamond
Bank's precarious financial position and by Access Bank's oppor-
tunity to expand its franchise and benefit from economies of
scale. The agency indicated that the largest banks in Nigeria have
been more resilient to shocks than smaller banks, given their bet-
ter funding and liquidity profiles, as well as their higher earnings,
which support their capitalization levels. It added that the large
banks can attract foreign-currency deposits through their inter-
national operations and trade finance activities. As such, it said
that the larger banks are better positioned to attract and retain re-
tail deposits given their stronger brands and extensive branch net-
works. It considered that this will support the stability of the large
banks' funding and keep their funding costs lower, which will
contribute to stronger profitability. However, it noted that large
banks are vulnerable to asset-quality risks, given their exposure
to the volatile oil & gas sector. It added that the credit profiles
and asset quality of all Nigerian banks are constrained by high
non-performing loan ratios, low reserve coverage and a high pro-
portion of restructured loans.
Source: Fitch Ratings
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ENERGY / COMMODITIES

Global oil market to remain balanced in 2019

ICE Brent crude oil front-month prices continued to trade at be-
tween $61 per barrel (p/b) and $63 p/b in the week to January 23,
2019. Oil prices have been supported by prospects of subdued
growth in U.S. oil production. The U.S. Energy Information Ad-
ministration projected the rise in U.S. oil output at about 1.2 mil-
lion barrels per day (b/d) in 2019 relative to a growth of
1.6 million b/d in 2018, mainly reflecting increased pipeline ca-
pacity constraints in the Permian basin. In addition, oil prices are
getting support from the implementation of oil output cuts under
the OPEC and non-OPEC agreement. On the demand side, the
negotiations between China and the U.S. over trade issues have
sent positive signals to the global oil market. However, the Inter-
national Monetary Fund's projections for subdued global eco-
nomic growth in 2019, along with signs of a slowdown in China,
weighed on crude oil prices, as China's economy expanded by
6.6% in 2018, its lowest growth rate since 1990. In parallel, Jadwa
Investment reduced its forecast for Brent oil prices to an average
of $66 p/b in 2019 from an average of $75 p/b previously. It at-
tributed its oil price revision to OPEC's expectation of a 1.29 mil-
lion b/d increase in oil demand in 2019, the lowest growth rate
since 2013. However, it anticipated the global oil market to re-
main broadly balanced, as the U.S. waivers for Iranian oil im-
porters expire in May 2019, and due to a potential extension of
OPEC's production cut agreement into the second half of 2019.
Source: Jadwa Investment, U.S. EIA, Thomson Reuters

Tunisia to double its natural gas production in 2019
Tunisia plans to double its natural gas output from 35,000 barrels
of oil equivalent per day (boe/d) in 2018 to about 65,000 boe/d in
2019 when production in the southern Nawara gas field comes
online in June this year. Investments in the Nawara project are es-
timated at about $700m. In parallel, the Tunisian government is
seeking to attract about $2bn in foreign investment in order to
produce 1,900 megawatts of renewable wind and sun energy in
the next three years. This would represent about 22% of the coun-
try's electricity production.

Source: Thomson Reuters, Byblos Research

Global steel demand to rise by 1.4% in 2019

Global steel demand is projected to reach 1.68 billion tons in
2019, which would constitute an increase of 1.4% from 1.66 bil-
lion tons in 2018. Demand in Asia & Oceania is forecast to rep-
resent 67.3% of global demand for the metal, followed by the
European Union (10.1%), North America (8.6%), the Common-
wealth of Independent States and the Middle East (3.3% each),
Central and South America (2.7%), other European countries
(2.5%), and Africa (2.2%).

Source: World Steel Association, Byblos Research

ME&A's oil demand to rise by 1.4% in 2019

Crude oil consumption in the Middle East & Africa (ME&A) re-
gion is forecast to average 12.61 million barrels per day (b/d) in
2019, which would constitute an increase of 1.4% from 12.44 mil-
lion b/d in 2018. The region's demand for oil would represent
37.9% of demand in developing countries and 12.6% of global
consumption this year. In parallel, the ME&A's non-OPEC oil
supply is forecast to average 4.8 million b/d in 2019, which would
reflect an increase of 1.5% from 4.73 million b/d in 2018.
Source: OPEC, Byblos Research
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Base Metals: Copper prices drop as China's growth
hit lowest level in three decades

LME copper three-month future prices reached $6,052 per metric
ton on January 18, 2019, their highest level so far this year, and
up by 1.5% from the end of 2018. The increase in prices was sup-
ported by the easing of U.S.-Chinese trade tensions, a weaker US
dollar, and Chinese authorities' plans to extend fiscal and mone-
tary stimuli. However, copper prices closed at $5,952 per ton on
January 23,2019 amid renewed concerns about demand in China,
as official data indicated that economic growth in the world's
largest consumer of copper slowed to 6.6% in 2018, its weakest
level in 28 years. In parallel, the latest available figures show that
global demand for refined copper rose by 2.8% annually to 20.2
million tons in the first 10 months of 2018, as Chinese demand
grew by 7%, while demand in the rest of the world regressed by
0.5%. On the supply side, global refined copper production in-
creased by 1.2% annually to 19.6 million tons in the first 10
months of 2018. The rise in copper output was driven by a 2%
growth in Chilean production, as well as by higher output in
China, Indonesia and Japan, which were partly offset by lower
production from Australia, India, the Philippines, the U.S. and
Poland. Refined output grew by 10% in Africa, by 2% in Latin
America and by 1% in Asia, while it declined by 4% in North
America, and was unchanged in Europe and Oceania.

Source: International Copper Study Group, Thomson Reuters

Precious Metals: Gold prices to reach five-year
high over coming 12 months

Gold prices traded above $1,280 an ounce on a daily basis so far
in 2019, and exceeded the average of $1,253 an ounce in Decem-
ber 2018 and of $1,269 per ounce in 2018. They also reached a
six-month high of $1,294.5 an ounce on January 16, 2019. In this
context, investors resorted to the purchase of the safe haven asset
following the British Parliament's vote to cancel Prime Minister
Theresa May's deal for the United Kingdom to leave the European
Union, which raised concerns of a disorderly Brexit in March
2019. Also, the renewed appetite for gold reflects the partial shut-
down of the U.S. government, renewed concerns about an eco-
nomic slowdown in the U.S. and Japan, as well as the
International Monetary Fund's recent downgrade of global growth
projections. Further, gold prices are expected to continue to in-
crease this year and to average $1,325 per ounce in the coming
three months and $1,375 an ounce in the next six months. They
are forecast to reach a five-year high of $1,425 per ounce in the
coming 12 months, as investors buy gold to hedge against infla-
tion, and due to a resurgence of physical demand for the metal,
including higher purchases by central banks.

Source: Thomson Reuters, Goldman Sachs, IMF, Byblos Research
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Central & Eastern Europe
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SELECTED POLICY RATES

Benchmark rate Current Last meeting Next meeting
(%) Date Action

USA Fed Funds Target Rate 2.25-2.50 19-Dec-18 Raised 25bps 30-Jan-19
Eurozone Refi Rate 0.00 24-Jan-19 No change 07-Mar-19
UK Bank Rate 0.75 20-Dec-18 No change 07-Feb-19
Japan O/N Call Rate -0.10 23-Jan-19 No change 15-Mar-19
Australia Cash Rate 1.50 04-Dec-18 No change 05-Feb-19
New Zealand Cash Rate 1.75 07-Nov-18 No change 13-Feb-19
Switzerland 3 month Libor target -1.25-(-0.25) 13-Dec-18 No change 21-Mar-19
Canada Overnight rate 1.75 09-Jan-19 No change 06-Mar-19
Emerging Markets

China One-year lending rate 4.35 17-Dec-15 Cut 25bps N/A
Hong Kong Base Rate 2.75 20-Dec-18 Raised 25bps N/A
Taiwan Discount Rate 1.375 20-Dec-18 No change 21-Mar-19
South Korea Base Rate 1.75 24-Jan-19 No change 28-Feb-19
Malaysia O/N Policy Rate 3.25 24-Jan-19 No change 05-Mar-19
Thailand 1D Repo 1.75 19-Dec-18 Raised 25bps 06-Feb-19
India Reverse repo rate 6.50 05-Dec-18 No change 07-Feb-19
UAE Repo rate 2.75 19-Dec-18 Raised 25bps N/A
Saudi Arabia Repo rate 3.00 19-Dec-18 Raised 25bps N/A
Egypt Overnight Deposit 16.75 27-Dec-18 No change 14-Feb-19
Turkey Repo Rate 24.0 16-Jan-19 No change 06-Mar-19
South Africa Repo rate 6.75 17-Jan-19 No change 28-Mar-19
Kenya Central Bank Rate 9.00 28-May-18 No change 28-Jan-19
Nigeria Monetary Policy Rate 14.00 22-Jan-19 No change 26-Mar-19
Ghana Prime Rate 17.00 26-Nov-18 No change 28-Jan-19
Angola Base rate 16.50 30-Nov-18 No change 25-Jan-19
Mexico Target Rate 8.25 20-Dec-18 Raised 25bps 07-Feb-19
Brazil Selic Rate 6.50 12-Dec-18 No change 06-Feb-19
Armenia Refi Rate 6.00 26-Dec-18 No change 29-Jan-19
Romania Policy Rate 2.50 08-Jan-19 No change 07-Feb-19
Bulgaria Base Interest 0.00 03-Dec-18 No change 01-Feb-19
Kazakhstan Repo Rate 9.25 14-Jan-19 No change 04-Mar-19
Ukraine Discount Rate 18.00 13-Dec-18 No change 31-Jan-19
Russia Refi Rate 7.75 14-Dec-18 Raised 25bps 08-Feb-19
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