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EMERGING MARKETS

Sovereign borrowing from commercial sources to
reach $1.4 trillion in 2019

S&P Global Ratings projected the long-term sovereign borrowing
from commercial sources by emerging economies at $1,409bn in
2019, which would reflect an increase of 5.6% from $1,334bn in
2018. The figures cover 20 emerging markets with the highest es-
timated debt stock. S&P expected Emerging Asia to account for
64.4% of total commercial long-term borrowing in 2019, followed
by Latin America (19.7%), Emerging Europe (9.5%), the Middle
East & North Africa (5.2%) and Sub-Saharan Africa (1.2%). It
forecast China's gross sovereign commercial borrowing to account
for 46.5% of the total, followed by Brazil with 14.5% and India
with 6.3%. It indicated that $655bn, or about 46.5% of sovereign
borrowing, would refinance maturing long-term debt, which
would result in net borrowing requirements of about $755bn in
2019. In parallel, S&P forecast the aggregate sovereign commer-
cial debt stock of the 20 countries at $7,794bn at the end of 2019
relative to $7,182bn at end-2018, which would consist of $573bn
in short-term debt and $7,221bn in medium- and long-term debt.
It projected China's debt to account for 30.3% of the commercial
debt stock at end-2019, followed by Brazil and India (14.2% each)
and by Mexico (5.3%). Further, gross long-term sovereign com-
mercial borrowing would be equivalent to 5% of the aggregate
GDP of the 20 economies this year, while the commercial debt
stock would be equivalent to 27.5% of their combined GDP. S&P
projected Egypt's debt rollover ratio at 35.6% of GDP in 2019,
followed by Pakistan (31.4% of GDP), Hungary (19% of GDP)
and Argentina (11.7% of GDP).

Source: S&P Global Ratings

MENA

Rule of law in region near emerging markets' levels
The World Justice Project's Rule of Law Index for 2019 shows
that the average score for the eight countries of the MENA region
included in the survey reached 0.5 points relative to an average
score of 0.51 points in the 2017-18 survey, and was lower than
the global average score of 0.56 points. The region's average score
came below that of the European Union & North America (0.74
points), East Asia & the Pacific region (0.6 points) and Latin
America & the Caribbean (0.53 points). However, it was similar
to the average score of Eastern Europe & Central Asia and ex-
ceeded the average scores of Sub-Saharan Africa (0.47 points) and
South Asia (0.45 points). The UAE was the region's top-ranked
country and came in 32™ place globally on the index, followed by
Jordan (49" place), Tunisia (61%), Algeria (72"!), Morocco (74"),
Lebanon (89™), Iran (102", and Egypt (121%'). Based on the same
set of countries, the rankings of one MENA country improved,
four regressed and two were unchanged from the 2017-18 survey,
while the scores of four countries dropped and three were un-
changed. The UAE ranked first regionally on the Absence of Cor-
ruption, the Order & Security, the Regulatory Enforcement, the
Civil Justice, and the Criminal Justice factors. Also, Tunisia came
in first place on the Constraints on Government Powers, the Open
Government and the Fundamental Rights factors.

Source: World Justice Project, Byblos Research

E-commerce market at $28.5bn by 2020

Bain & Company estimated the size of the e-commerce market in
the Middle East & North Africa (MENA) at $8.3bn in 2017. It
noted that the size of the e-commerce industry stood at $4.2bn in
2014, $5.3bn in 2015 and $6.7bn in 2016. As such, it pointed out
that the size of the e-commerce market grew by a compound an-
nual growth rate (CAGR) of 25% between 2014 and 2017. It in-
dicated that the size of the e-commerce industry in Gulf
Cooperation Council (GCC) countries and Egypt accounted for
80% of the region's e-commerce market. It said that the e-com-
merce market includes all business-to-consumer sales of groceries,
fashion, personal care, beauty and electronics products. But it
noted that the figures exclude business-to-business and consumer-
to consumer e-commerce transactions, as well as food delivery,
travel-related purchases, entertainment and other services, and the
sale of automobiles. Further, it noted that e-commerce sales in the
MENA region represented only 1.9% of the region's total retail
sales in 2017, with the GCC region's e-commerce sales at 3% of
their retail sales. It added that the UAE's e-commerce sales repre-
sented 4.2% of the country's retail sales, followed by Saudi Arabia
(3.8% of retail sales), and Egypt (2.5% of retail sales). Further,
Bain & Company anticipated that e-commerce in the MENA re-
gion could reach $28.5bn by 2022, which would constitute an ex-
pansion of 3.5 times from 2017. Still, it considered that a lack of
trust for online payment methods as well as challenges related to
the speed and cost of product delivery continue to hinder the de-
velopment of e-commerce in the region.

Source: Bain & Company

Women's empowerment varies in Arab world

The World Bank's 2019 Women, Business and the Law Index in-
dicated that Morocco's legislation provides the most empower-
ment to women among 20 Arab countries, ranking the country in
first place regionally and in 114" place among 187 economies
globally in terms of women empowerment. Djibouti followed in
149" place, then Lebanon, Tunisia and Comoros (150" each) and
Algeria (158"), while laws in Syria (182", Qatar (183™), the UAE
and Sudan (185" each) and Saudi Arabia (187") provided the least
empowerment to women in the region. The index assesses how a
country's legislation influences the equality of opportunities for
women during different phases of their working lives and how
this, in turn, affects women's participation in the labor force. The
index is an unweighted average of eight indicators that are Going
Places, Starting a Job, Getting Paid, Getting Married, Having Chil-
dren, Running a Business, Managing Assets and Getting a Pen-
sion. The Arab region's average score stood at 45.3 points, nearly
unchanged from the previous survey, and significantly lower than
the global average score of 74.7 points. The region's average score
shows that legislation in Arab countries provides women with
nearly 45% of the legal rights provided to men on the eight indi-
cators. In addition, Morocco's legislation extends to women 73%
of the legal rights that it gives men, followed by Djibouti (59%),
and Comoros, Lebanon and Tunisia (59% each). In comparison,
Belgium, Denmark, France, Latvia, Luxembourg and Sweden are
the only countries in the world that provide women with 100% of
the legal rights that men have.

Source: World Bank, Byblos Research



OUTLOOK

EMERGING MARKETS

Non-life insurance premiums to increase by 8%,
life premium growth to average 9% in 2019-20
Global reinsurer Swiss Re indicated that the outlook for the in-
surance sector in emerging markets (EMs) is strong despite the
cyclical and structural headwinds that are weighing on their over-
all economic growth prospects, such as financial volatility, trade-
related uncertainties, rapidly ageing populations in some markets,
high indebtedness, and stagnating productivity. It noted that, de-
spite the economic slowdown, the current level of income per
capita in EMs is favorable for the insurance industry and has sup-
ported demand for insurance products. It expected growth in in-
surance markets in Latin America, Central & Eastern Europe, as
well as Asia excluding China, to accelerate in coming years. It
anticipated that Brazil, China, Mexico, Russia and Turkey will
lead the growth in EM premiums in the medium term. In this con-
text, it expected the EM share of global insurance premiums to
increase by about 50% over the next 10 years, mainly driven by
premium growth in EM Asia. It anticipated China to become the
largest insurance market in the world in the next 15 years.

In addition, Swiss Re forecast non-life insurance premiums in
EMs to post a real growth rate of 8% annually in the 2019-20 pe-
riod, supported by stronger non-life business in emerging Asia
excluding China, as well as Africa, Central & Eastern Europe,
and Latin America. In comparison, it projected non-life premi-
ums in advanced economies to expand by a real rate of 2% an-
nually in the 2019-20 period. In parallel, it expected life
insurance premiums in EMs to increase by 9% in real terms in
the 2019-20 period, following an expansion rate of 1% in 2018.
It attributed the recovery in EM life premiums in the next two
years to increases of 11% and 4% in life premiums in China and
Latin America, respectively, following contractions of 2% and
1%, respectively, in 2018. In comparison, it forecast life premi-
ums in advanced economies to increase by a real rate of 1% an-
nually in the next two years.

Source: Swiss Re

MENA

Oil importers to recover gradually in 2019-20
The Institute of International Finance anticipated a gradual eco-
nomic recovery in the oil-importing countries of the Middle East
& North Africa (MENA) region during the 2019-20 period, sup-
ported by ongoing reforms and the de-escalation of conflicts in
Iraq and Syria. It pointed out that confidence is gradually im-
proving in the region's oil importers, especially in Egypt, Jordan,
Lebanon, and Tunisia. It expected investments and exports, im-
proving security and political conditions, as well as the imple-
mentation of reforms, to drive the region's growth in coming
years. It forecast Egypt's real GDP growth at 5.8% in the fiscal
year that ends in June 2019 and at 5.1% in FY2019/20, due to a
recovery in tourism activity and rising natural gas production.
Further, it projected Tunisia's economy to grow by 3% in 2019
and 3.2% in 2020, while it anticipated Jordan's real GDP growth
to pick up to 2.7% this year and 3% in 2020, supported by the
end of the war in Syria and Iraq. Also, it expected Morocco's eco-
nomic growth to stabilize at about 3% in 2019 and 2020, while
it forecast Lebanon's real GDP growth at 1.7% in 2019 and 1.9%
in 2020. In contrast, it projected Sudan's real GDP to contract for
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the second consecutive year amid large macroeconomic imbal-
ances and the prevailing political instability.

Further, the IIF indicated that the fiscal and current account
deficits of the region's oil importers remain wide, and that their
public debt level has increased sharply, especially in Jordan and
Sudan. But it projected the region's aggregate fiscal deficit to nar-
row in coming years due to restrained public-sector wages, lower
subsidies and efforts to increase tax revenues. It anticipated the
fiscal deficit to remain above 7% of GDP during the 2019-20 pe-
riod in Egypt and Lebanon, and less than 5% of GDP in Jordan,
Morocco, Sudan and Tunisia. It considered that some oil im-
porters should maintain a prudent fiscal policy to limit the in-
crease in their public debt level. It added that the monetary policy
in Lebanon and Jordan should focus on preserving the currency
peg, and on reducing inflationary pressure in Egypt. The IIF in-
dicated that downside risks to the outlook include slower reform
implementation, which would undermine private investment and
macroeconomic stability, and further U.S. monetary tightening
that would raise borrowing costs for the issuers in the region.
Source: Institute of International Finance

EGYPT

Macroeconomic risks to remain contained over the
medium term

Goldman Sachs indicated that Egypt's moderate real GDP growth
continues to be driven by the recovery in the tourism, hydrocar-
bon and construction sectors. However, it noted that foreign direct
investment in the hydrocarbon sector is low and domestic private
sector investment is weak. It anticipated the country's fiscal, eco-
nomic and political risks to remain contained in the medium term.
It added that inflationary pressures are broadly manageable in the
medium term. As such, it expected the Central Bank of Egypt
(CBE) to continue its monetary easing cycle in 2019, and antici-
pated a reduction of up to 300 basis points in policy rates this
year. But it questioned whether lower interest rates would stim-
ulate higher demand for corporate loans, while it projected a
pickup in consumer credit. Further, it anticipated the continued
improvement in Egypt's current account, as well as the strong in-
flows to the local bond market, to support the country's external
balance sheet and the currency in the medium term. It said that
the CBE considered that the removal of the repatriation mecha-
nism would result in greater currency volatility, and emphasized
the CBE's willingness to intervene to limit speculation. It ex-
pected foreign currency reserves to stay adequate, as the majority
of $10bn in GCC deposits at the CBE will likely be rolled over.

In parallel, Goldman Sachs indicated that the fiscal deficit has
narrowed in recent years to below 10% of GDP, and forecast the
primary deficit to remain at its current level of 2% of GDP in the
near term. It anticipated a further reduction in the energy subsidy
bill, and expected the fiscal savings to be directed to other priority
spending. Further, it projected the government to issue between
€1.5bn and €2bn in Euro-denominated Treasury bonds, which
will require an increase in the approved borrowing limit of $5bn,
following a $4bn Eurobond issuance earlier this year. In parallel,
it noted that increased demand from investors for domestic long-
term Treasury bonds is allowing the government to extend the
average maturity of Treasury bonds.

Source: Goldman Sachs
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ECONOMY & TRADE

ARMENIA

IMF agreement to support public finances

Moody's Investors Service expected Armenia's three-year pre-
cautionary Stand-By Arrangement with the International Mone-
tary Fund to support the government's efforts to narrow its fiscal
deficit, reduce its debt burden, and reform the tax code. It antic-
ipated the IMF to provide technical expertise that would help au-
thorities implement the country's economic and institutional
reform agenda, which aims to raise the competitiveness of the
economy, improve the quality of governance, and reduce corrup-
tion. In turn, it expected the reforms to strengthen Armenia's sov-
ereign credit profile. It noted that authorities are reforming the
tax code in order to simplify the tax system and reduce incentives
for tax evasion. It said that the proposed changes to the tax code
include setting a flat personal income tax rate of 23%, which the
government intends to reduce by one percentage point annually
to 20%, as well as lowering the corporate income tax rate to 18%,
among other reductions. It added that authorities plan to offset
the lower revenues with higher excise taxes on alcohol and soft
drinks, and an increase in gambling and environmental taxes. Fur-
ther, Moody's expected the government to meet its fiscal deficit
targets of 2.3% of GDP in 2019 and 2.1% of GDP in 2020, given
its track-record of meeting previous fiscal targets. Further, it fore-
cast the public debt level to regress from 51.4% of GDP at end-
2018 to less than 50% of GDP by end-2020. It also projected the
current account deficit to narrow from 7.4% of GDP in 2018 to
5.5% of GDP in 2019. In addition, it said that foreign currency
reserves remained stable at about $2bn at end-January 2019, or
3.4 months of imports of goods and services.

Source: Moody's Investors Service

GHANA

Banks' recapitalization affecting public finances
Barclays Capital estimated Ghana's overall fiscal deficit at 3.9%
of GDP in 2018, relative to a targeted deficit of 4.5% of GDP
under the IMF program. It noted that the deficit excludes the cost
of recapitalizing the banking sector and includes arrears equiva-
lent to 0.3% of GDP. It said that the narrower-than-expected fiscal
deficit is due to a higher nominal GDP, which it attributed to the
rebasing of the GDP rather than to faster economic activity. It es-
timated that the rebased nominal GDP in 2018 is 24% higher than
the projections in the IMF program and added that the fiscal
deficit would have reached 4.8% of GDP in 2018 when using the
GDP figure prior to the rebasing. In parallel, it estimated the fiscal
deficit, when including the cost of recapitalizing the banking sec-
tor, at 7.2% of GDP in 2018. In fact, it said that the cost of the
banking sector's recapitalization was originally estimated at 1.9%
of GDP under the IMF program, but it reached about 3.3% of
GDP last year. It indicated that the public debt level reached 57%
of GDP at end-September 2018, up from 55.6% of GDP at the
end of 2017. Further, it forecast the fiscal deficit at 5.2% of GDP
in 2019, relative to a deficit of 4.2% of GDP in the 2019 budget,
due to higher public spending in the 2019-20 period, lower rev-
enues relative to 2018, and assuming that the government does
not have to settle any arrears in 2019. It considered that, in the
absence of an IMF program, authorities could face challenges in
meeting fiscal targets, mainly through expenditure cuts to match
lower government receipts.

Source: Barclays Capital
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BAHRAIN

Sovereign rating affirmed, outlook 'stable'

Fitch Ratings affirmed Bahrain's long-term foreign-currency Is-
suer Default Rating at 'BB-' with a 'stable' outlook. It indicated
that the rating balances strong financial support from GCC peers,
a large and developed financial sector and elevated GDP per
capita, with weak public finances, high fiscal dependence on oil
revenues and political limitations to enact reforms. It indicated
that the fiscal deficit narrowed from 12.3% of GDP in 2017 to
7.6% of GDP in 2018, mainly due to higher oil prices. It forecast
the fiscal deficit to further narrow to 6.1% of GDP in 2019 and
5.3% of GDP in 2020, driven by lower debt servicing costs and
new measures implemented under the government's Fiscal Bal-
ance Plan (FBP). It added that the FBP, which is supported by
$10bn in funding from GCC peers, will allow Bahrain to elimi-
nate its fiscal deficit by 2022 and put the public debt level on a
sustainable downward path. In this context, Fitch projected the
public debt level to stabilize at just over 95% of GDP in the 2019-
20 period and to gradually decline thereafter. Further, it said that
Bahrain faces $5.3bn in maturing external debt and an annual av-
erage of $2.3bn in financing needs to cover the budget deficit in
the 2019-20 period. The agency indicated that authorities could
face risks in implementing the FBP, which include the sustainable
reduction in operational spending and the planned cuts in subsi-
dies, among others. In parallel, the agency expected hydrocarbon
sector activity to remain flat and non-oil growth to average just
above 3% in the next two years.

Source: Fitch Ratings

NIGERIA

Presidential elections outcome to support activity
Bank of America Merrill Lynch (BofAML) considered that the
re-election of President Muhammadu Buhari will support the sta-
bility of the Nigerian naira and a gradual recovery in economic
activity this year, on the back of stronger activity in the hydro-
carbon sector. It noted that the authorities' commitment to a stable
naira is contingent on the stability of global oil prices, high for-
eign currency reserves and a surplus in the external position. It
projected the current account surplus at 1.4% of GDP in 2019,
while it said that foreign currency reserves have stabilized at
around $42bn. It expected the issuance of at least $3bn in external
debt in the second half of 2019 to provide additional buffers for
the stability of the naira. BofAML anticipated that limited reform
momentum and global growth concerns would constrain the
medium-term economic outlook, and projected growth at 2.4%
in 2019 and 3% in 2020, driven mainly by exports. In parallel,
Barclays Capital indicated that the turnover in Nigeria's foreign
exchange window for investors and exporters rose to its highest
level on record following the February 2019 presidential elec-
tions. It noted that the turnover reached $15.5bn so far in 2019
relative to $11.2bn in the same period of 2018. It added that the
turnover in the two weeks that followed the elections reached
$6.1bn, which reflects portfolio investors re-taking positions they
previously exited ahead of the elections. It said that the naira
stood at NGN360.17 against the US dollar on the Nigerian Au-
tonomous Foreign Exchange Rate Fixing (NAFEX) market, its
strongest level so far in 2019.

Source: Bank of America Merrill Lynch, Barclays Capital
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MENA

Lending conditions tighten in fourth quarter of
2018

The Emerging Markets Lending Conditions Index for the Middle
East & North Africa (MENA) region decreased from 42.9 in the
third quarter of 2018 to 40.2 in the fourth quarter of 2018. The
MENA region had the least favorable lending conditions among
emerging markets in the covered quarter, behind Sub-Saharan
Africa (52.5), Emerging Europe (49.8), Latin America (49.1), and
Emerging Asia (48.7). The decline in the MENA region's Index
was mainly due to a rise in NPLs, as reflected by the decrease in
the Non-Performing Loans Index from 35 in the third quarter of
last year to a record low of 32.5 in the fourth quarter of 2018.
Also, the Funding Conditions Index reached 38.1 in the covered
quarter, down from 43.8 in the third quarter of 2018, due to tighter
international and domestic funding conditions. In addition, the
Credit Standards Index slightly declined to 38.8 in the fourth
quarter of 2018 from 39.1 in the preceding quarter, mainly due
to further tightening in credit standards for commercial and resi-
dential real estate loans. In addition, the MENA region's Demand
for Loans Index decreased from 42.8 in the third quarter of 2018
to 40.3 in the fourth quarter of last year due to a decline in the
demand for corporate loans, as well as for commercial and resi-
dential real estate loans. Also, the Trade Finance Index dropped
from 53.8 in the third quarter of 2018 to 48.8 in the covered quar-
ter due to a decrease in the supply of and demand for international
trade finance.

Source: Institute of International Finance

UAE

Real estate and construction sectors to weigh on
banks' loan quality

Moody's Investors Service expected the asset quality of UAE
banks to deteriorate over the next 12 to 18 months, due to the
banks' increasing exposure to the weakening real estate and con-
struction sectors. It noted that lending to the two sectors increased
from 16% of aggregate loans end-2015 to 20% at end-2018. It at-
tributed the growth in lending to the banks' significant involve-
ment in large real estate projects ahead of Dubai's Expo 2020,
large-scale infrastructure projects, and an increased focus on col-
lateralized lending. It noted that banks are also indirectly exposed
to the real estate sector through personal loans, as the latter could
be extended for the purchase of real estate or have real estate as
underlying collateral, as well as through the financing of private
and government-related real-estate developers. In parallel, the
agency expected declining real estate prices to lower rental prices
and rising interest rates to increase financing costs, which would
reduce the cash flow of borrowers and, in turn, drive banks to in-
crease their loan-loss reserves. It added that lower property prices
will also reduce the value of real estate collateral held by banks
against their lending, which will lead them to boost their loan-
loss provisioning. However, Moody's considered that the
strengthened regulations and tighter underwriting practices will
help mitigate risks to the banking sector. It added that UAE banks
benefit from high buffers due to strong capital adequacy and solid
profitability metrics, as well as a sound provisioning of problem
loans, as loan-loss reserves accounted for 104% of the banks'
problem loans at end-June 2018.

Source: Moody's Investors Service
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OMAN

Agency takes rating actions on seven banks
Moody's Investors Service downgraded from 'Baa3' to 'Bal' the
long-term local currency deposit ratings of Bank Muscat, Bank
Dhofar, National Bank of Oman (NBO), and HSBC Bank Oman
(HBON). It also affirmed at 'Bal’ the long-term local currency
deposit ratings of Bank Sohar and Oman Arab Bank (OAB), and
at 'Ba2' the rating of Bank Nizwa. It maintained the 'negative'
outlook on the long-term deposit ratings of all seven banks. The
agency attributed the rating downgrades to the Omani govern-
ment's weakened fiscal capacity to support the banks in case of
need, as reflected by the sovereign downgrade. Further, Moody's
downgraded the baseline credit assessment (BCA) of Bank Mus-
cat from 'baa3' to 'bal’, given the vulnerability of the bank's stand-
alone profile to a weakening operating environment. It also
affirmed the BCA of HBON at 'bal’, those of Bank Dhofar, NBO
and OAB at 'ba2', the BCA of Bank Sohar at 'ba3', and that of
Bank Nizwa at 'bl', which shows the resilience of the banks'
standalone credit profiles to a weaker operating environment. In
parallel, the agency considered the suspension of merger discus-
sions between Bank Dhofar and NBO to be credit negative for
the Omani banking system. It noted that the completion of the
merger would have helped consolidate the banking sector, which,
in turn, would have eased competition for funding, reduced fund-
ing cost pressures and supported profitability. It said that the sec-
tor's consolidation would have also increased the banks' capital
base, allowing them to make sizable investments, including in
projects of national importance.

Source: Moody s Investors Service

GHANA

Additional measures required to address strategic
AML/CFT deficiencies
The Financial Action Task Force (FATF), the global standard set-
ting body for anti-money laundering and combating the financing
of terrorism (AML/CFT), stated that Ghanaian authorities have
made in October 2018 a high-level political commitment to work
with the FATF and the FATF-style regional body GIABA to
strengthen the effectiveness of the local AML/CFT regime. It in-
dicated that Ghana has taken several steps since then in this di-
rection, which include raising awareness about risk-based
supervision in the financial sector, as well as developing tem-
plates to collect and maintain statistics on terrorism financing in-
vestigations. However, the FATF considered that the government
should continue to address its strategic deficiencies. As such, it
called on authorities to develop and enforce a comprehensive na-
tional AML/CFT policy based on the risks identified in the Na-
tional Risk Assessment (NRA). It also encouraged authorities to
improve risk-based supervision by enhancing the capacity of the
regulators and the awareness of the private sector, as well as to
allow for the timely access to adequate, accurate and current basic
and beneficial ownership information. Further, it called on au-
thorities to ensure that the actions of the Financial Intelligence
Unit (FIU) are in accordance with the risks identified in the NRA,
and to secure adequate resource allocation to the FIU. In addition,
it recommended that authorities should adequately and effec-
tively investigate and prosecute terrorism financing, and apply a
risk-based approach in monitoring non-profit organizations.
Source: Financial Action Task Force
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ENERGY / COMMODITIES

Investments in oil sector needed to avoid supply gap
The International Energy Agency expected the U.S. to become
the largest contributor to the growth in global oil supply and to
represent 70% of the increase in global production capacity during
the 2018-24 period. It added that other non-OPEC countries, in-
cluding Brazil, Canada, Guyana and Norway, will also contribute
to the growth in oil output in the covered period. As such, it ex-
pected total non-OPEC oil production to increase by 6.1 million
barrels per day (b/d) in the 2018-24 period. Further, it anticipated
the U.S. to become a net oil exporter by 2021. As such, it consid-
ered that Asian oil importers will have a wider choice of supply
sources, which would reduce their reliance on traditional ex-
porters. In comparison, it expected OPEC's effective production
capacity to decline by 0.4 million b/d by 2024, given that only
Iraq and the UAE have significant plans to increase their produc-
tion capacity, which might not be sufficient to offset output losses
from Iran and Venezuela. On the demand side, the IEA expected
global oil demand to increase, albeit at a moderate pace, despite
challenging global economic conditions. It attributed the pro-
jected growth mainly to an anticipated economic expansion in
leading developing economies, such as China and India, which
will account for 44% of the 7.1 million b/d expected growth in
global demand over the forecast horizon. Also, it pointed out that
demand for plastic is growing strongly, which is leading to higher
demand for petrochemicals that are projected to contribute to 30%
of the growth in global oil consumption. The IEA considered that
investments in the oil sector are necessary to avoid a supply gap
and ensure adequate spare production capacity.

Source: IEA, Byblos Research

OPEC oil output down by 0.7% in February 2019
Crude oil production of the Organization of Petroleum Exporting
Countries (OPEC), based on secondary sources, averaged 30.55
million barrels per day (b/d) in February 2019, down by 0.7%
from 30.77 million b/d in the preceding month. Saudi Arabia pro-
duced 10.09 million b/d in February 2019, or 33% of OPEC's total
oil output, followed by Iraq with 4.63 million b/d (15.2%), the
UAE with 3.07 million b/d (10.1%), Iran with 2.74 million b/d
(9%) and Kuwait with 2.71 million b/d (8.9%).

Source: OPEC, Byblos Research

Kuwait gas production capacity to reach 3.5 billion
scf per day in 2032

The Kuwaiti government plans to raise its natural gas production
capacity from 1.9 billion cubic feet (scf) per day currently to 3.5
billion scf per day by 2032. The state-owned Kuwait Petroleum
Corporation (KPC) indicated that Jurassic gas fields in northern
Kuwait will become fully operational by 2024 and will raise the
country's gas output to 3 billion scf per day.

Source: Kuwait News Agency

OPEC's oil basket price up 8.7% in February 2019
The oil reference basket price of the Organization of Petroleum
Exporting Countries averaged $63.83 per barrel (p/b) in February
2019, up by 8.7% from $58.74 p/b in the preceding month. The
UAE's Murban posted a price of $65.64 p/b, followed by Angola's
Girassol at $65.3 p/b, and Nigeria's Bonny Light at $65.19 p/b.
All prices included in the reference basket posted monthly rises
between $4.63 p/b and $5.32 p/b in February 2019.

Source: OPEC, Byblos Research
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Base Metals: Zinc prices reach eight-month high
amid tight supply conditions

LME zinc cash price reached $2,890 per ton on March 12, 2019,
their highest level in eight months, and increased by 14.8% from
$2,519 per ton at end-2018. The rise in prices was mainly driven
by concerns about potential supply disruptions and a very low
level of inventories in the zinc market. In fact, LME-registered
zine stocks currently stand at about 59,000 tons, their lowest level
since October 2007. In addition, prices have been supported by
expectations of solid demand for the metal in 2019 from China,
the world's largest zinc consumer, following the announcement
in early 2019 that Chinese authorities will lower reserve require-
ments for commercial banks and stimulate lending. Further, the
metal's price increased on the back of easing U.S.-China trade
tensions and a weaker US dollar. In parallel, figures released by
the International Lead and Zinc Study Group (ILZSG) show that
global zinc production reached 1.1 million tons in January 2019,
down by 4.2% from December 2018; and that global zinc demand
declined by 6.8% month-on-month to 1.15 million tons in Janu-
ary. As such, the supply deficit in the zinc market narrowed from
62,000 tons to 28,000 tons in January 2019. Further, Citi pro-
jected a supply deficit of 12,000 tons in the zinc market in 2019,
and for prices to decline from an average of $2,921 per ton in
2018 to an average of $2,550 per ton in 2019.

Source: International Lead and Zinc Study Group, Citi Research,
Thomson Reuters

Precious Metals: Gold prices to rise on strong de-
mand growth and subdued mine production

Gold prices traded at between $1,280 per troy ounce and $1,345.5
an ounce so far in 2019, and exceeded the average of $1,269 an
ounce in 2018. They also rose from an average of $1,291.5 per
ounce in January to $1,320 an ounce in February 2019. The up-
ward trend in gold prices so far this year was caused by the partial
shutdown of the U.S. government in January, concerns about an
economic slowdown in the U.S. this year, as well as continued
uncertainties about Britain's exit from the European Union, fac-
tors that have boosted demand for the safe haven asset. Further,
strong jewelry demand for gold, especially in China, has also sup-
ported prices. On the supply side, the metal's mine production is
projected to post subdued growth in 2019, as the slight increase
in gold output from new projects in Argentina, Canada and Ghana
would be more than offset by the ongoing decline in Chinese pro-
duction and by the adverse impact of tighter governmental regu-
lations on mine supply in Asia and South America. As such, gold
prices are projected to rise by 2.6% to an average of $1,302 per
troy ounce in 2019, and to an average of $1,355 an ounce in 2020.

Source: Thomson Reuters, Byblos Research
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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 30-Jan-19 No change 20-Mar-19
Eurozone Refi Rate 0.00 07-Mar-19 No change 10-Apr-19
UK Bank Rate 0.75 07-Feb-19 No change 21-Mar-19
Japan O/N Call Rate -0.10 23-Jan-19 No change 15-Mar-19
Australia Cash Rate 1.50 05-Mar-18 No change 02-Apr-19
New Zealand Cash Rate 1.75 13-Feb-19 No change 27-Mar-19
Switzerland 3 month Libor target -1.25-(-0.25) 13-Dec-18 No change 21-Mar-19
Canada Overnight rate 1.75 06-Mar-19 No change 24-Apr-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 28-Feb-19 No change 18-Apr-19
Malaysia O/N Policy Rate 3.25 05-Mar-19 No change 07-May-19
Thailand 1D Repo 1.75 06-Feb-19 No change 20-Mar-19
India Reverse repo rate 6.25 07-Feb-19 Cut 25bps 04-Apr-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 15.75 14-Feb-19 Cut 100bps 28-Mar-19
Turkey Repo Rate 24.0 06-Mar-19 No change 25-Apr-19
South Africa Repo rate 6.75 17-Jan-19 No change 28-Mar-19
Kenya Central Bank Rate 9.00 28-Jan-19 No change 27-Mar-19
Nigeria Monetary Policy Rate 14.00 22-Jan-19 No change 26-Mar-19
Ghana Prime Rate 16.00 28-Jan-19 Cut 100bps 25-Mar-19
Angola Base rate 15.75 28-Jan-19 Cut 75bps 28-Mar-19
Mexico Target Rate 8.25 07-Feb-19 No change 28-Mar-19
Brazil Selic Rate 6.50 06-Feb-19 No change 20-Mar-19
Armenia Refi Rate 5.75 12-Mar-19 No change 30-Apr-19
Romania Policy Rate 2.50 07-Feb-19 No change 02-Apr-19
Bulgaria Base Interest 0.00 01-Mar-19 No change 01-Apr-19
Kazakhstan Repo Rate 9.25 04-Mar-19 No change 16-Apr-19
Ukraine Discount Rate 18.00 14-Mar-19 No change 25-Apr-19
Russia Refi Rate 7.75 08-Feb-19 No change 22-Mar-19
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