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MENA

Level of economic freedom varies across Arab
world

The Fraser Institute's 2019 Index of Economic Freedom indicated
that Jordan has the highest level of economic freedom among 18
Arab countries and ranked in 43" place among 162 countries in-
cluded in the survey. Bahrain followed in 50" place, then the UAE
(61%), Qatar (69") and Lebanon (75%") as the five countries with
the highest level of economic freedom in the Arab world. In par-
allel, Egypt and Syria ranked in 155" place each, followed by Al-
geria (159'"), Sudan (160"), and Libya (161%) as the countries with
the lowest level of economic freedom in the region. The index
evaluates individual economies on the basis of 43 variables that
are divided into five broad factors of economic freedom that meas-
ure the Size of Government, Legal System & Property Rights, Ac-
cess to Sound Money, Freedom to Trade Internationally, and the
Regulation of Credit, Labor & Business. The rankings of six Arab
countries improved, 10 regressed and two were unchanged from
the 2018 survey. In parallel, the scores of six Arab countries im-
proved, while the scores of 12 countries declined from the previ-
ous survey. Lebanon ranked first on each of the Access to Sound
Money and the Size of Government categories. Also, the UAE
came in first place on the Freedom to Trade Internationally cate-
gory. Further, Oman ranked first on the Legal System & Property
Rights category, while Bahrain came in first place on the Regula-
tion of Credit, Labor & Business category.

Source: Fraser Institute, Byblos Research

Connectivity to global shipping networks varies
among Arab ports

The 2019 United Nations Conference on Trade & Development's
(UNCTAD) Port Liner Shipping Connectivity Index ranked the
Port of Jebel Ali in the UAE in first place among 61 ports in Arab
countries and in 15" place globally in terms of connectivity to
global shipping networks. Egypt's Port Said (29%), Morocco's
Tanger-Med Port (31%), Saudi Arabia's Ports of Jeddah (35%) and
Dammam (43") followed as the five Arab ports with the highest
connectivity to global shipping networks. In comparison, Tunisia's
Port of Zarzis (853"), Port of Ajman in the UAE (858™), Libya's
Port of Tobruk (865™), Traq's Port of Abu al Fulus (926%) and the
UAE's Port of Umm al Qaiwain (956™) were the lowest ranked
ports regionally. The index is a composite of six components that
capture the deployment of container ships by liner shipping firms
to port. A port's score is the average of the six components, with
a higher score reflecting a better performance on the index. The
Arab region's simple average score stood at 17.3 points and came
above the global average of 12.4 points. The average score of ports
in Gulf Cooperation Council (GCC) countries stood at 24.2 points,
while the average score of ports in non-GCC Arab countries was
13.7 points.

Source: UNCTAD, Byblos Research

GCC

Corporate earnings down 15% to $16bn in second
quarter of 2019

The net income of listed companies in Gulf Cooperation Council
(GCC) countries reached $15.8bn in the second quarter of 2019,
constituting a decrease of 14.7% from $18.5bn in the same quarter
0f 2018 and a decline of 7.1% from $17bn in the first quarter of
2019. Listed companies in Saudi Arabia accounted for $5.1bn, or
32.3% of total corporate earnings in the second quarter of 2019,
followed by listed firms in Dubai with $3bn (19%), Abu Dhabi
with $2.7bn (16.8%), Qatar with $2.5bn (16%), Kuwait with
$1.5bn (9.7%), Bahrain with $0.52bn (3.3%), and Oman with
$0.5bn (3.1%). Further, the earnings of listed firms in Oman in-
creased by 21% year-on-year in the second quarter of 2019, fol-
lowed by profits of listed corporates in Dubai (+16.5%), Kuwait
(+3.6%), and Abu Dhabi (+0.8%). In contrast, total earnings of
listed companies in Saudi Arabia decreased by 37.1% annually in
the covered quarter, followed by Bahrain (-11.2%) and Qatar
(-8.7%). In parallel, the earnings of listed banks in the GCC region
reached $9.4bn in the covered quarter and accounted for 59.7%
of total corporate earnings, followed by telecommunications firms
with $2bn (12.8%), real estate companies with $1bn (6.4%), ma-
terials firms with $0.9bn (5.8%), and utilities companies with
$0.44bn (2.8%). The earnings of listed transportation firms in-
creased by 33.3% year-on-year in the second quarter of 2019, fol-
lowed by telecom firms (+15.5%), retailers (+8.7%), insurers
(+6.7%), and banks (+3.5%). In contrast, the profits of listed ma-
terials firms decreased by 70.7% in the covered quarter, followed
by companies in the energy sector (-53.3%), corporates in the util-
ities industry (-40%), and real estate firms (-29%).

Source: KAMCO

Fixed income issuance at $83bn in first eight
months of 2019

Total fixed income issuance in Gulf Cooperation Council (GCC)
countries reached $83.4bn in the first eight months of 2019, con-
stituting an increase of 7.5% from $77.6bn in the same period of
2018. Aggregate fixed income in the first eight months of the year
consisted of $33.3bn in sovereign bonds, or 40% of the total, fol-
lowed by corporate bonds at $29bn (34.8%), sovereign sukuk at
$13.7bn (16.4%), and corporate sukuk at $7.4bn (8.9%). Aggre-
gate bonds and sukuk issued by GCC sovereigns reached $47bn,
or 56.4% of total fixed income issuance in the region in the first
eight months 0of 2019, while bonds and sukuk issued by GCC cor-
porates amounted to $36.4bn or 43.6% of the total. On a monthly
basis, GCC sovereigns issued $13.2bn in bonds and sukuk in Jan-
uary, $2.6bn in February, $15.2bn in March, $4.3bn in April,
$0.2bn in May, $4.1bn in June, $4.4bn in July, and $3bn in August
2019. In parallel, companies in the GCC issued $1.7bn in bonds
and sukuk in January, $2.4bn in February, $4.3bn in March,
$15.4bn in April, $4.2bn in May, $1.2bn in June, $4.2bn in July,
and $3bn in August 2019. Sovereign issuance in August 2019 con-
sisted of $3bn in bonds issued by Oman. In parallel, corporate is-
suance in the covered month included $2.1bn in bonds and $135m
in sukuk issued by UAE-based companies, as well as $130m in
bonds issued by Qatar-based corporates.

Source: KAMCO



OUTLOOK

EMERGING MARKETS

Higher oil prices to have limited impact on oil-im-
porting economies

Goldman Sachs indicated that the recent attack on two oil facili-
ties in Saudi Arabia led to a drop of more than 50% in the coun-
try's daily oil production. It noted that the implications on global
oil prices are contingent on the duration of the production outage
in the Kingdom. In this context, it assessed the impact of an in-
crease of 10% in global oil prices on economies in the Central &
Eastern Europe, the Middle East and Africa (CEEMEA) region.

It expected the external balance of oil-exporting countries in the
CEEMEA region to improve by two percentage points of GDP
on average, in case of a lasting 10% rise in oil prices. It said that
Oman and Kuwait would benefit the most from higher oil prices,
as their external balances would increase by three percentage
points of GDP and 4.6 percentage points of GDP, respectively.
Further, it expected the fiscal balance of oil exporters in the
CEEMEA region to rise by 2.3 percentage points of GDP on av-
erage in case of a lasting 10% increase in oil prices, with Kuwait's
fiscal balance posting the largest increase of 4.3 percentage points
of GDP. However, it said that downside risks to the outlook in-
clude supply disruptions in the Gulf Cooperation Council coun-
tries that would lower their oil export receipts, as well as rising
security concerns that would reduce foreign investments.

In parallel, it expected the impact of higher oil prices to be modest
on the external balances of oil importers in the CEEMEA region.
As such, it projected the external balances of oil-importing
economies in the region to deteriorate by an average of 0.3 per-
centage points of GDP. However, it said that the impact of higher
oil prices could be more significant on Lebanon and Turkey. Fur-
ther, it estimated the impact of higher oil prices to be relatively
limited on the fiscal balances of oil importers. In addition, it ex-
pected sustained higher oil prices to reduce economic growth in
oil importers in the CEEMEA region by 0.3 percentage points to
0.4 percentage points starting in the second half of 2020. Also, it
projected the average inflation rate of oil importers to increase
by 0.6 percentage points in the first quarter of 2020, which would
likely put upward pressure on interest rates in these countries.
Source: Goldman Sachs

SAUDI ARABIA

Economic impact of oil disruption depends on pace
of output restoration

The Institute of International Finance indicated that the attack on
the Aramco oil facilities in Saudi Arabia have disrupted about 5.7
million barrels of the Kingdom's crude oil output, which is equiv-
alent to more than 50% of its average daily production of 10 mil-
lion barrels. It assessed the impact of the oil output shortages on
the Saudi economy through two scenarios that take into consid-
eration the time needed for the country to restore its output.

Under its "likely" scenario, the IIF estimated that Saudi oil pro-
duction will recover to its pre-attack level within four weeks. As
such, it expected oil output to average 9.5 million b/d in 2019,
down from a previous forecast of 10.1 million b/d for the year
and compared to an average output of 10.3 million b/d in 2018.
As a result, it projected real GDP to contract by 1% in 2019,
compared to a previous forecast of a 1.2% growth, as it antici-
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pated the hydrocarbon sector's real GDP to shrink by 5.5% this
year. In addition, it forecast the fiscal deficit at 8.4% of GDP in
2019 relative to a pre-attack projection of a deficit of 6.5% of
GDP, due to lower hydrocarbon revenues. It also anticipated the
current account surplus at 3.9% of GDP this year, compared to a
previous forecast of 6.3% of GDP, amid lower export receipts.

In parallel, under its "pessimistic" scenario, the IIF estimated that
the full restoration of Saudi Arabia's oil production would take
about two months. As such, it said that the relatively lengthy dis-
ruption to oil output would have a more pronounced impact on
the economy. Under this scenario, it projected production to av-
erage 8.85 million b/d in 2019, which would constitute a decline
of 14.1% from the daily average output in 2018. As a result, it
expected real GDP to contract by 3.5% in 2019, as it forecast the
hydrocarbon sector's real GDP to shrink by 12.6% this year. It
also anticipated the fiscal deficit at 10.3% of GDP in 2019, while
it forecast the current account surplus at 1.7% of GDP in 2019.
Source: Institute of International Finance

UAE

Non-hydrocarbon sector growth to pick up to 2.2%
in 2020

The Institute of International Finance projected the UAE's real
GDP growth to improve from 1.7% in 2018 to 2.1% in 2019 and
1.9% in 2020, and to be mainly driven by stronger activity in the
non-hydrocarbon sector. It projected real GDP growth in the non-
hydrocarbon sector to increase from 1.3% in 2018 to 1.9% in
2019 and 2.2% in 2020, supported by Abu Dhabi's three-year fis-
cal stimulus and by higher spending in Dubai in the run-up to
Expo 2020. It noted that non-hydrocarbon growth could regress
to below 2% beyond 2020, as the impact of the fiscal stimulus
and Expo 2020 fades. As such, it considered that the UAE needs
a new growth model amid a prolonged period of low global oil
prices, the ongoing decline in real estate prices and an overvalued
exchange rate. It added that the country's reliance on the construc-
tion and services sectors led to strong non-hydrocarbon growth
of about 6.4% annually during the 2000-15 period. However, it
noted that promoting higher non-hydrocarbon growth and eco-
nomic diversification remains challenging, as activity in the
wholesale & retail trade and construction sectors continues to be
slow. It said that authorities need to implement deeper reforms
and develop new sources of growth to improve competitiveness
and productivity, in order to achieve higher growth rates over the
medium term. It pointed out that the main downside risks to the
outlook include lower oil prices and slower global growth, which
could weigh on the UAE's transport, logistics and tourism sectors,
as well as on foreign investments.

In parallel, the IIF projected the UAE's fiscal deficit at 2.3% of
GDP in 2019 and 2.6% of GDP in 2020, as it anticipated lower
hydrocarbon revenues and higher government spending. It con-
sidered that the UAE could afford an expansionary fiscal stance
to support economic growth in the short term, given its large fi-
nancial buffers. Further, it forecast the current account surplus to
narrow from 9% of GDP in 2018 to 6.8% of GDP in 2019 and to
4.2% of GDP in 2020, mainly due to lower export receipts and
moderate non-resident capital inflows. It projected the UAE's
gross public foreign assets at 219.3% of GDP at end-2019 and
217.4% of GDP at end-2020.

Source: Institute of International Finance
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ECONOMY & TRADE

JORDAN

Ratings affirmed on fiscal reforms and interna-
tional support

S&P Global Ratings affirmed at 'B+/B' Jordan's long- and short-
term foreign and local currency sovereign credit ratings, with a
'stable’ outlook. It indicated that the ratings are supported by fiscal
reforms, measures aiming to reduce losses at state-owned enter-
prises (SOEs), as well as by international support from the U.S.
and GCC countries. However, it noted that the ratings are con-
strained by the country's large external financing needs amid wide
current account deficits, and by ongoing regional conflicts that
increased refugee inflows and eroded Jordan's fiscal position. The
agency projected real GDP growth to increase from 2.2% in 2019
to 3% in 2022, driven by public and private investments, as well
as by higher exports and tourism activity. It anticipated that risks
to public finances will persist amid ongoing pressure on spending
due to the large number of refugees, geopolitical tensions and the
possibility of renewed protests against fiscal reforms. As such, it
expected the pace of fiscal reforms to slow down, as the govern-
ment prioritizes policies that promote growth and employment.
However, it considered that the government's energy sector
roadmap could be key to improving public finances, to reducing
energy imports, and to stabilizing SOEs' debt in the medium term.
In parallel, S&P projected the current account deficit to narrow
gradually from 7.7% of GDP in 2019 to 6.8% of GDP in 2022,
due to higher receipts from exports to Iraq and from tourism ac-
tivity. It anticipated the Central Bank of Jordan's usable reserves
to slightly increase from $3.7bn at end-2019 to $3.9bn at end-
2022 due to higher FDI inflows and external debt. It also forecast
Jordan's external financing needs at about 160% of current ac-
count receipts and usable reserves over the 2019-22 period.
Source: S&P Global Ratings

ANGOLA

External financing needs at $12.3bn in 2019

Fitch Ratings projected Angola's real GDP to grow by 0.4% in
2019, following an average annual contraction of 1.5% during
the 2016-18 period, supported by higher oil production. It antic-
ipated economic growth to gradually accelerate to 2.8% by 2021

contingent on developments in the hydrocarbon sector. Further,
it forecast the fiscal deficit at 1.7% of GDP in 2019, unchanged
from 2018, in case oil prices average $65 p/b and oil production
average 1.44 million barrels per day in 2019. It noted that the
clearance of additional domestic arrears and the recapitalization
of banks have prevented a narrowing of the fiscal deficit. It said
that the government's debt level increased from 59% of GDP in
2017 to 80.2% of GDP in 2018 following the depreciation of the
kwanza last year. It projected the government's debt level at
83.8% of GDP in 2019, and expected it to reach 89% of GDP this
year when including the debt of the state-owned oil company. In
parallel, it forecast the current account surplus to narrow from
7.2% of GDP in 2018 to 0.8% of GDP in 2019 and to shift to a
deficit of 0.3% of GDP in 2020, due to expectations of lower oil
prices. It projected the country's external debt servicing at
$12.3bn in 2019, which authorities intend to meet through mul-
tilateral financing and Eurobond issuance in the second half of
2019. It forecast gross foreign currency reserves to recover from

$15.6bn at end-July 2019 to $16.3bn at end-2019.

Source: Fitch Ratings
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NIGERIA

Sovereign ratings affirmed, outlook 'stable’

S&P Global Ratings affirmed at 'B' Nigeria's short- and long-term
sovereign credit ratings, with a 'stable' outlook. It indicated that
the ratings are supported by a relatively low government debt
level, as well as by the country's moderate foreign currency re-
serves. But it noted that the ratings are constrained by low eco-
nomic wealth and weak institutional capacity. It projected real
GDP growth to average 2% annually in the 2019-22 period, in
case authorities do not implement structural reforms to stimulate
non-hydrocarbon sector activity. In parallel, it forecast the fiscal
deficit to average 3.2% of GDP annually between 2019 and 2022
in case of low oil prices and sustained capital expenditures, and
amid ongoing fuel subsidies and the recent increase in public sec-
tor wages. It expected the public debt level to average 26% of
GDP annually in the 2019-22 period, while it anticipated debt-
servicing costs to remain high at an average of 26% of govern-
ment revenues over the same period. Further, it forecast the
current account surplus to average 1% of GDP annually in the
2019-22 period, as it expected oil prices to remain low. It pro-
jected gross external financing needs at nearly 100% of current
account receipts (CARs) plus usable reserves in the 2019-22 pe-
riod. S&P indicated that Nigeria's external indebtedness is mod-
erate and represents a rating strength. However, it said that the
external liabilities of the public and financial sectors have in-
creased since 2017, through Eurobond issuances and a higher
share of non-resident holdings of naira-denominated sovereign
debt. It expected Nigeria's net external debt to rise from 40% of
CARs in 2016 to about 50% of CARs in 2019.

Source: S&P Global Ratings

ARMENIA

Ongoing fiscal measures to improve public finances
In its periodic review of Armenia's sovereign ratings, Moody's
Investors Service indicated that Armenia's 'Ba3' issuer rating re-
flects its "Moderate" economic strength, institutional strength and
susceptibility to event risk, and "Low" fiscal strength. Moody's
noted that Armenia's economic strength balances its strong
growth potential and increasingly diverse growth drivers against
the economy's small size and low income levels. It expected real
GDP growth at between 5.5% and 6% over the next three years.
Further, it said that the country's institutional strength reflects the
improved credibility and effectiveness of macroeconomic poli-
cies and institutions, which cushions the impact of economic
shocks. It added that its fiscal assessment reflects the govern-
ment's moderately high debt burden and elevated share of debt
denominated in foreign currency. However, it anticipated that on-
going measures to support public finances will gradually restore
the sovereign's fiscal strength that eroded during the 2014-17 pe-
riod. In addition, it said that Armenia's susceptibility to event risk
is mainly driven by geopolitical risks, including tensions with
Azerbaijan. In parallel, Moody's considered that downside risks
to the sovereign's creditworthiness include a slowdown in reform
momentum that would weaken confidence in public institutions,
widen the fiscal deficit and eliminate the prospects of a decline
in the public debt level over the medium term. It added that other
risks include a sustained widening of the current account deficit
that would result in a decline in foreign currency reserves.
Source: Moody's Investors Service
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BANKING

QATAR

Bank ratings underpinned by government support
In its periodic review of the ratings of nine Qatari banks, Moody's
Investors Service indicated that all the banks' ratings benefit from
a very high probability of government support if needed. How-
ever, it noted that the majority of these banks have high concen-
tration levels on both sides of their balance sheets. The agency
said that the 'Aa3' long-term deposit rating of Qatar National
Bank reflects the bank's baseline credit assessment (BCA) of
'baal’, which is supported by its dominant position in the banking
sector, strong asset quality, high profitability, and solid capital
and liquidity buffers. Further, it considered that the 'A1' ratings
of Qatar Islamic Bank (QIB) and Masraf Al Rayan are driven by
the banks' BCAs of 'baa2'. It indicated that QIB's BCA is under-
pinned by the bank's solid profitability, adequate capital buffers
and sound asset quality, but is constrained by its rapid growth and
the weak performance of its subsidiaries. It added that the BCA
of Masraf Al Rayan balances the bank's strong asset quality and
solid profitability against a weakening in its funding and liquidity
positions. In addition, it pointed out that the 'A2' ratings of Qatar
International Islamic Bank, Barwa Bank, and Ahli Bank are based
on the banks' BCAs of 'baa3' that are supported by their sound
and improving asset quality. In parallel, Moody's noted that the
'A3' ratings of the Commercial Bank, Doha Bank, and Al Khaliji
Bank are based on their BCAs of 'bal’. It said that the BCAs of
the Commercial Bank and Doha Bank reflect their weakening
asset quality and moderate or declining capital adequacy, while
Al Khaliji Bank's BCA is constrained by its significant reliance
on market funding.

Source: Moody's Investors Service

TUNISIA

Pressure on banks' liquidity persist

The International Monetary Fund indicated that the banking sec-
tor in Tunisia is well capitalized, as the system's capital adequacy
ratio reached 11.7% at the end of 2018, nearly unchanged from
11.9% at end-2017. It said that the non-performing loans (NPLs)
ratio decreased from 13.9% at end-2017 to 13.4% at end-2018,
as state-owned banks made progress in reducing their NPL port-
folios, supported by the implementation of regulatory and super-
visory reforms. It added that the sector's NPLs are well
provisioned, with the provisions-to-NPLs ratio standing at 56.5%
at end-2018. However, the Fund pointed out that liquidity pres-
sures at banks persist, as the sector's liquid assets-to-total assets
ratio decreased from 5.7% at end-2017 to 4.5% at end-2018, and
the banks' liquid assets to short-term liabilities ratio declined from
91.7% at end-2017 to 75.2% at the end of last year. It added that,
as of March 2019, five banks were not compliant with the new
minimum liquidity coverage ratio (LCR) that authorities in-
creased to 100% in January 2019. Further, it said that the Central
Bank of Tunisia will continue to provide adequate liquidity to the
banking system in order to support economic activity. The IMF
encouraged authorities to strengthen banking supervision, includ-
ing through improved stress-testing capabilities, in order to help
address individual institutions' liquidity and solvency issues in
the context of the depreciation of the Tunisian dinar and the tight
monetary policy.

Source: International Monetary Fund
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UAE

Strong profitability and adequate capitalization
support banks' ratings

In its periodic review of the ratings of eight UAE banks, Moody's
Investors Service indicated that First Abu Dhabi Bank's long-term
deposit rating of 'Aa3' is supported by the bank's solid capitaliza-
tion, healthy profitability and strong liquidity, but is constrained
by its high borrower and funding concentrations, as well as by its
reliance on wholesale funding. Further, it said that the 'A2" issuer
rating of Abu Dhabi Islamic Bank is driven by the bank's stable
profits, strong funding, sound asset quality and modest capital-
ization. In addition, it indicated that Dubai Islamic Bank's rating
of 'A3' balances the bank's deposit-funded balance sheet, healthy
liquidity reserves and strong profitability, against its weak asset
quality and limited business diversification. In parallel, it said that
Sharjah Islamic Bank's 'A3' rating is supported by the bank's sat-
isfactory liquidity, but is constrained by its weakening core capital
buffers, risks associated with weak asset quality, high reliance on
market funding and modest profitability. Also, it noted that
Mashreq Bank's 'Baal’ rating is driven by the bank's healthy lig-
uidity reserves, strong capital and solid profits, but is constrained
by its credit concentration risks. Further, Moody's indicated that
the 'Baal' long-term deposit ratings of the Commercial Bank of
Dubai and National Bank of Fujairah balance the banks' adequate
capital buffers, solid profitability, as well as stable funding and
liquidity, with their relatively weak asset quality and limited busi-
ness diversification. It added that United Arab Bank's 'Baa3' rating
is supported by the bank's solid capital position, and sound fund-
ing and liquidity, but is constrained by its weak asset quality and
lower profits. Moody's indicated that the banks benefit from a
very high probability of government support in case of need.
Source: Moody's Investors Service

MOROCCO

Tier One capital of top seven banks at $13.5bn
In its 2019 survey of the Top 1000 commercial banks in the world,
The Banker magazine included seven banks operating in Morocco
on its list, with four banks ranking among the top 25 banks in
Africa. The rankings are based on the banks' Tier One capital at
end-2018, as defined by the Basel Bank of International Settle-
ments. The aggregate Tier One capital of Moroccan banks totaled
$13.5bn at the end of 2018 relative to $12.9bn at end-2017, and
accounted for 18% of the Tier One capital of banks in Africa.
Also, the aggregate assets of the seven banks reached $160.6bn
at the end of 2018 and accounted for 16.6% of the aggregate as-
sets of banks in Africa. As such, the Moroccan banks' combined
Tier One capital-to-assets ratio was 8.4% at end-2018, higher than
the ratio of 7.81% of banks in Africa and the Top 1000 banks' ag-
gregate ratio of 6.75%. Also, the cumulative pre-tax profits of the
seven banks totaled $2.43bn in 2018. The ratio of pre-tax prof-
its-to-Tier One capital of Moroccan banks reached 18.1% in 2018,
compared to the Top 1000 banks' ratio of 13.7%. The Tier One
capital of Groupe Banques Populaire was $4.11bn at the end of
2018, the highest among Moroccan banks, followed by Attijari-
wafa Bank ($4.03bn), BMCE Bank Group ($2.3bn), Société
Générale Morocco ($1.1bn), Crédit Agricole du Maroc ($804m),
Banque Marocaine pour le Commerce et I'Industrie ($625m), and
Crédit du Maroc ($495m).
Source: The Banker
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ENERGY / COMMODITIES

QOil price volatility rises on Aramco attacks

ICE Brent crude oil front-month prices rose by 15% from $60.2
per barrel (p/b) on September 13, 2019 and reached $69 per barrel
(p/b) on September 16, their highest level since May 2019, fol-
lowing drone attacks on the Aramco oil facilities in Saudi Arabia
on September 14. The attacks led to a disruption of 5.7 million
barrels per day (b/d) of Saudi Arabia's oil production, which rep-
resents more than 50% of the Kingdom's daily oil output. How-
ever, oil prices declined by 8% to $63.6 p/b on September 18,
after the Kingdom announced that it will quickly restore its pro-
duction and pledged to meet all of its supply commitments to its
customers by drawing down on its inventory. Specifically, Saudi
Arabia's Energy Ministry indicated that production capacity will
recover to 11 million b/d by end-September and reach its full ca-
pacity of 12 million b/d by the end of November. However, near-
term risks to the oil price outlook remain tilted to the upside due
to rising geopolitical risks and concerns about additional disrup-
tions to global supply. Goldman Sachs expected global oil prices
to increase by $5 p/b to $14 p/b, depending on the time it will
take Saudi authorities to restore oil production to previous levels.
It estimated that a net outage of 4 million b/d for more than three
months would push oil prices above $75 p/b. In parallel, JPMor-
gan Chase indicated that a lasting rise in oil prices, beyond $90
p/b, could further weigh on global oil demand in the next 12 to
18 months.

Source: Goldman Sachs, JPMorgan Chase, Refinitiv

ME&A's oil demand to grow by 1% in 2019
Consumption of crude oil in the Middle East & Africa (ME&A)
region is expected to average 12.55 million barrels per day (b/d)
in 2019, which would constitute an increase of 0.8% from 12.45
million b/d in 2018. The region's demand for oil would represent
38% of demand in developing countries and 12.6% of global con-
sumption this year.

Source: OPEC, Byblos Research

Planned investments in MENA energy projects at
$1 trillion between 2019 and 2023

Total planned investments in the MENA region's energy sector
are forecast at $1 trillion during the 2019-23 period. The power
sector accounts for 36% of total upcoming energy investments
amid growing electricity demand and increased consumption of
renewable energy. Specifically, investments in renewable energy
will account for 12% of total planned investments in the covered
period. In parallel, power capacity in the MENA region will need
to expand by an average of 4% annually between 2019 and 2023
in order to meet the rising demand.

Source: APICORP Energy Research, Byblos Research

Global supply of LNG to increase by 11% in 2019
Goldman Sachs projected the global supply of liquefied natural
gas (LNG) at 365 million tons per annum (mtpa) in 2019, which
would constitute a rise of 11.3% from 328 mtpa in 2018, com-
pared to a growth of 9.3% in 2018. It anticipated Australia's sup-
ply of LNG at 80 mtpa this year, or 22% of global LNG
production, followed by Qatar with 79.2 mtpa (21.7%), the U.S.
with 36.9 mtpa (10.1%), Russia with 29.1 mtpa (8%), Malaysia
with 26.4 mtpa (7.2%), Nigeria with 20.8 mtpa (5.7%), and In-
donesia with 17.2 mtpa (4.7%).

Source: Goldman Sachs, Byblos Research
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Base Metals: Zinc prices to average $2,500 per ton
in 2019

LME zinc cash prices closed at $2,322 per ton on September 18,
2019, constituting a decrease of 7.8% from $2,519 per ton at end-
2018, and a decline of 23.4% from this year's peak of $3,031 per
ton reached on April 12. The metal's price surged by 19.1% in the
first quarter of 2019, driven by concerns about a significant tight-
ening in global supply and a very low level of inventories. How-
ever, prices declined by 14.5% in the second quarter of the year,
due to concerns about a possible surge in refined zinc supply, as
well as due to fears about lower demand amid global trade and
political tensions. Prices decreased further by 9.5% so far in the
third quarter of 2019, as concerns about global economic growth
and demand outlook heightened following the re-escalation of the
U.S.-China trade dispute in early August and the recent weak eco-
nomic data from the two countries. In parallel, Fitch Solutions in-
dicated that the steady decline in investor sentiment, due to the
ongoing trade tensions, weighed on global demand for zinc and,
in turn, led to lower zinc prices so far in the third quarter of 2019.
As such, it reduced its projection for zinc prices in 2019 from an
average of $2,600 per ton to an average of $2,500 per ton. Further,
it expected prices to stabilize in the fourth quarter, as it anticipated
demand from China to recover due to the government's stimulus,
and to offset the strong growth in Chinese supply of refined zinc.
Source: Fitch Solutions, Refnitiv

Precious Metals: Production surplus in platinum
market to narrow in 2019 amid strong demand
Platinum prices have been on an upward trend so far in the second
half of 2019, increasing from an average of $808.2 per troy ounce
in June 2019 to $843.6 an ounce in July, $858.8 per ounce in Au-
gust, and an average of $949 an ounce in the month-to-September
18, 2019 period. The surge in prices mainly reflects increasing
demand for platinum exchange-traded funds, the recent rise in au-
tocatalyst demand for the metal, and subdued growth in global
platinum output. As such, the platinum market's production sur-
plus is projected to narrow from 675,000 ounces in 2018 to
345,000 ounces in 2019. Global platinum demand is forecast to
increase by 9% to 8.05 million ounces in 2019 due to a significant
rise in investment demand, mainly from higher holdings of plat-
inum exchange-traded funds, which would more than offset the
decline in demand from automotive, industrial and jewelry sec-
tors. In parallel, global mine supply is projected to rise by 5% to
6.4 million ounces in 2019, equivalent to 76.3% of total output,
largely due to an 11% growth in North American mine supply, a
9% increase in Russian production, and a 4% rise in South
African output.
Source: Refinitiv, World Platinum Investment Council
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S&P  Moody's
Africa
Algeria - -
Angola B- B3
Negative  Stable
Egypt B B2
Stable Stable
Ethiopia B Bl
Stable Stable
Ghana B B3
Stable Stable
Ivory Coast - B3
- Stable
Libya - -
Dem Rep CCC+ Caal
Congo Stable  Stable
Morocco BBB- Bal
Negative Stable
Nigeria B B2
Stable Stable
Sudan - -
Tunisia - B2
- Negative
Burkina Faso B -
Stable -
Rwanda B+ B2
Stable Stable
Middle East
Bahrain B+ B2
Stable Stable
Iran - -
Iraq B- Caal
Stable Stable
Jordan B+ Bl
Stable Stable
Kuwait AA Aa2
Stable Stable
Lebanon B- Caal
Negative  Stable
Oman BB Bal
Negative Negative
Qatar AA- Aa3
Stable Stable
Saudi Arabia A- Al
Stable Stable
Syria - -
UAE - Aa2
- Stable
Yemen - -
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LT Foreign
currency rating

Fitch

B
Negative
B+
Stable
B
Stable
B
Stable
B+
Stable

BBB-
Stable
B+
Stable

B+
Negative

B+
Stable

BB-
Stable

B-
Stable
BB-

Stable

AA
Stable
CCC
BB+
Stable
AA-
Stable

A+
Stable

CI IHS

- BB+
= Negative
- B-
= Stable
B+ B+
Stable  Positive
B+
= Stable
- BB-
= Stable
- B+
= Stable
- B-
= Stable
- CCC
- Stable
- BBB
= Stable
- BB-
= Stable
- CC
= Negative
- BB-
= Negative
- B+
= Stable
- B+
- Stable

BB BB+
Negative Stable
B BB-
Stable Negative
- CC+
- Stable
B+ BB+
Stable  Stable
AA- AA-
Stable  Stable
B B-
Negative Negative
BBB- BBB-
Stable
AA-
Stable

Negative
A+
Stable
A+ AA-
Stable Stable
- C
- Stable
AA- AA-
Stable Stable
- CC
= Stable
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Gross Public debt
(% of GDP)
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External debt /
GDP (%)
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Short-Term

50.5

51.8

27.2

38.9

4.4

30.6

67.6

21

13.2

201.7

3.7

63.6

32.8

136.8

44.9

60.9

8.0

Gvt. Interest Exp./

Rev. (%)

26.7

45

3.6

31.9

7.4

22.8

4.6

5.1

223

2.2

9.4

0.55

50.1

4.5

34

1.2

Gross Ext. Fin.
needs / (CAR +
Use. Res.) (%)

102.2

115.4

146.2

121.8

104.1

93

104.2

145.4

102.8

327.6

100.9

151.0

87.9

136.2

140.3

173.9

36.9

Current Account
Balance / GDP (%)

2.1

-11.5

-11.2

-8.2

7.4

-28.2

-8.7

4.6

3.5

59

0.7

Net FDI / GDP (%)
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Asia
Armenia -
China A+
Stable
India BBB-
Stable
Kazakhstan BBB-
Stable
Pakistan B-
Stable

Moody's

Ba3
Stable
Al
Stable
Baa2
Stable
Baa3
Positive
B3

Negative

COUNTRY RISK METRI

Central & Eastern Europe

Bulgaria BBB-
Positive

Romania BBB-
Stable

Russia BBB-
Stable

Turkey B+
Stable

Ukraine B-
Stable

Baa2
Stable
Baa3
Stable
Baa3
Stable
B1
Negative
Caal
Stable

* Central Government
** External debt, official debt, debtor based
Source: International Monetary Fund; IHS Markit; S&P Global Ratings, Byblos Research - The above figures are estimates for 2018
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Stable - Negative
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Stable = Negative
BBB - BBB-
Stable = Stable
BB- BB- B+
Negative Negative Negative
B- - B-
Stable = Stable
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(% of GDP)
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25.7

50.1

26.0
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59.3

Gvt. Interest Exp./

Rev. (%)

2.1

19.4

4.7

28.3

2.0
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9.3
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90.7
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144.3
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57.4

176.4

129.2

Current Account
Balance / GDP (%)

Net FDI / GDP (%)

0.8

1.6

1.5

0.87

1.9

24

-1.3

1.0
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SELECTED POLICY RATES

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

USA Fed Funds Target Rate 1.75-2.00 18-Sep-19 Cut 25bps 29-Oct-19
Eurozone Refi Rate 0.00 12-Sep-19 No change 24-Oct-19
UK Bank Rate 0.75 19-Sep-19 No change 07-Nov-19
Japan O/N Call Rate -0.10 19-Sep-19 No change 31-Oct-19
Australia Cash Rate 1.00 03-Sep-19 No change 01-Oct-19
New Zealand Cash Rate 1.00 07-Aug-19 Cut 50bps 25-Sep-19
Switzerland 3 month Libor target -1.25-(-0.25) 19-Sep-19 No change 12-Dec-19
Canada Overnight rate 1.75 04-Sep-19 No change 30-Oct-19
Emerging Markets

China One-year lending rate 4.25 20-Aug-19 Cut 10bps 20-Sep-19
Hong Kong Base Rate 2.25 19-Sep-19 Cut 25bps N/A
Taiwan Discount Rate 1.375 19-Sep-19 No change 19-Dec-19
South Korea Base Rate 1.50 30-Aug-19 No change 16-Oct-19
Malaysia O/N Policy Rate 3.00 12-Sep-19 No change 05-Nov-19
Thailand 1D Repo 1.50 07-Aug-19 Cut 25bps 25-Sep-19
India Reverse repo rate 5.40 07-Aug-19 Cut 35bps 04-Oct-19
UAE Repo rate 2.25 18-Sep-19 Cut 25bps N/A
Saudi Arabia Repo rate 2.50 18-Sep-19 Cut 25bps N/A
Egypt Overnight Deposit 14.25 22-Aug-19 Cut 150bps 26-Sep-19
Turkey Repo Rate 16.50 12-Sep-19 Cut 325bps 24-Oct-19
South Africa Repo rate 6.50 19-Sep-19 No change 21-Nov-19
Kenya Central Bank Rate 9.00 24-Jul-19 No change 23-Sep-19
Nigeria Monetary Policy Rate 13.50 23-Jul-19 No change 24-Sep-19
Ghana Prime Rate 16.00 22-Jul-19 No change 20-Sep-19
Angola Base rate 15.50 26-Jul-19 No change 27-Sep-19
Mexico Target Rate 8.00 15-Aug-19 Cut 25bps 26-Sep-19
Brazil Selic Rate 5.50 18-Sep-19 Cut 50bps 30-Oct-19
Armenia Refi Rate 5.50 10-Sep-19 Cut 25bps 29-Oct-19
Romania Policy Rate 2.50 05-Aug-19 No change 03-Oct-19
Bulgaria Base Interest 0.00 02-Sep-19 No change 01-Oct-19
Kazakhstan Repo Rate 9.25 09-Sep-19 Raised 25bps 28-Oct-19
Ukraine Discount Rate 16.50 05-Sep-19 Cut 50bps 24-Oct-19
Russia Refi Rate 7.00 06-Sep-19 Cut 25bps 25-Oct-19

COUNTRY RISK WEEKLY BULLETIN - September 19, 2019




Economic Research & Analysis Department
Byblos Bank Group
P.O. Box 11-5605
Beirut - Lebanon
Tel: (+961) 1 338 100
Fax: (+961) 1217 774
E-mail: research@byblosbank.com.lb

www.byblosbank.com

The Country Risk Weekly Bulletin is a research document that is owned and published by Byblos Bank sal. The
contents of this publication, including all intellectual property, trademarks, logos, design and text, are the exclu-
sive property of Byblos Bank sal, and are protected pursuant to copyright and trademark laws. No material from
the Country Risk Weekly Bulletin may be modified, copied, reproduced, repackaged, republished, circulated,
transmitted, redistributed or resold directly or indirectly, in whole or in any part, without the prior written au-
thorization of Byblos Bank sal.

The information and opinions contained in this document have been compiled from or arrived at in good faith
from sources deemed reliable. Neither Byblos Bank sal, nor any of its subsidiaries or affiliates or parent company
will make any representation or warranty to the accuracy or completeness of the information contained herein.

Neither the information nor any opinion expressed in this publication constitutes an offer or a recommendation
to buy or sell any assets or securities, or to provide investment advice. This research report is prepared for general
circulation and is circulated for general information only. Byblos Bank sal accepts no liability of any kind for
any loss resulting from the use of this publication or any materials contained herein.

The consequences of any action taken on the basis of information contained herein are solely the responsibility
of the person or organization that may receive this report. Investors should seek financial advice regarding the
appropriateness of investing in any securities or investment strategies that may be discussed in this report and
should understand that statements regarding future prospects may not be realized.

COUNTRY RISK WEEKLY BULLETIN - September 19, 2019



BYBLOS BANK GROUP

LEBANON

Byblos Bank S.A.L

Achrafieh - Beirut

Elias Sarkis Avenue - Byblos Bank Tower

P.O.Box: 11-5605 Riad El Solh - Beirut 1107 2811- Lebanon
Phone: (+961) 1335200

Fax: (+961) 1339436

IRAQ

Erbil Branch, Kurdistan, Iraq

Street 60, Near Sports Stadium

P.O.Box: 34 - 0383 Erbil - Iraq

Phone: (+ 964) 66 2233457/8/9 - 2560017/9
E-mail: erbilbranch@byblosbank.com.lb

Sulaymaniyah Branch, Kurdistan, Iraq
Salem street, Kurdistan Mall - Sulaymaniyah
Phone: (+964) 773 042 1010 / (+ 964) 773 041 1010

Baghdad Branch, Iraq

Al Karrada - Salman Faeq Street

Al Wahda District, No. 904/14, Facing Al Shuruk Building
P.O.Box: 3085 Badalat Al Olwiya — Iraq

Phone: (+964) 770 6527807 / (+ 964) 780 9133031/2
E-mail: baghdadbranch@byblosbank.com.lb

Basra Branch, Iraq

Intersection of July 14th, Manawi Basha Street, Al Basra — Iraq
Phone: (+964) 770 4931900 / (+ 964) 770 4931919

E-mail: basrabranch@byblosbank.com.lb

UNITED ARAB EMIRATES

Byblos Bank Abu Dhabi Representative Office
Al Reem Island — Sky Tower — Office 2206
P.O.Box: 73893 Abu Dhabi - UAE

Phone: (+971) 2 6336050 - 2 6336400

Fax: (+971)2 6338400

E-mail: abudhabirepoffice@byblosbank.com.lb

ARMENIA

Byblos Bank Armenia CJSC

18/3 Amiryan Street - Area 0002

Yerevan - Republic of Armenia

Phone: (+374) 10 530362 Fax: (+374) 10 535296
E-mail: infoarm@byblosbank.com

COUNTRY RISK WEEKLY BULLETIN - September 19, 2019

BELGIUM

Byblos Bank Europe S.A.

Brussels Head Office

Rue Montoyer 10

Bte. 3, 1000 Brussels - Belgium

Phone: (+32) 2 551 00 20

Fax: (+32)25130526

E-mail: byblos.europe@byblosbankeur.com

UNITED KINGDOM

Byblos Bank Europe S.A., London Branch
Berkeley Square House

Berkeley Square

GB - London W1J 6BS - United Kingdom
Phone: (+44) 20 7518 8100

Fax: (+44)20 7518 8129

E-mail: byblos.london@byblosbankeur.com

FRANCE

Byblos Bank Europe S.A., Paris Branch

15 Rue Lord Byron

F- 75008 Paris - France

Phone: (+33) 14563 1001

Fax: (+33) 145611577

E-mail: byblos.europe@byblosbankeur.com

CYPRUS

Limassol Branch

1, Archbishop Kyprianou Street, Loucaides Building
P.O.Box 50218

3602 Limassol - Cyprus

Phone: (+357) 25 341433/4/5 Fax: (+ 357) 25367139
E-mail: byblosbankcyprus@byblosbank.com.lb

NIGERIA
Byblos Bank Nigeria Representative Office
161C Rafu Taylor Close - Off Idejo Street
Victoria Island, Lagos - Nigeria
Phone: (+234) 706 112 5800
(+234) 808 8399122
E-mail: nigeriarepresentativeoffice@byblosbank.com.lb

ADIR INSURANCE

Dora Highway - Aya Commercial Center
P.O.Box: 90-1446

Jdeidet EI Metn - 1202 2119 Lebanon
Phone: (+961) 1 256290

Fax: (+961) 1256293



