
Stock markets down 9.4% in first nine months of
2020 
Arab stock markets declined by 9.4% and Gulf Cooperation Coun-

cil equity markets decreased by 7% in the first nine months of

2020, relative to expansions of 4.1% and 3%, respectively, in the

same period of 2019. In comparison, global stocks regressed by

0.7% and emerging market equities retreated by 5.2% in the cov-

ered period. The index of the Beirut Stock Exchange jumped by

138.4% in the first nine months of 2020, activity on the Damascus

Securities Exchange expanded by 27.4%, and the Khartoum Stock

Exchange grew by 7.7%. In contrast, activity on the Egyptian Ex-

change dropped by 21.3% in the first nine months of 2020, the

Casablanca Stock Exchange fell by 18%, the Dubai Financial

Market contracted by 17.8%, the Palestine Exchange retreated by

16.7%, the Amman Stock Exchange declined by 12.5%, the

Boursa Kuwait regressed by 12.4%, while the Abu Dhabi Securi-

ties Exchange and the Bahrain Bourse lost 11% each. Also, activ-

ity on the Muscat Securities Market deteriorated by 9.2%, the

Tunis Bourse declined by 5.2%, the Qatar Stock Exchange de-

creased by 4.2%, the Iraq Stock Exchange shrank by 2%, and the

Saudi Stock Exchange regressed by 1.1%. 

Source: Local stock markets, Dow Jones Indices, Byblos Research

Country risk level unchanged in second quarter of
2020
The Euromoney Group's quarterly survey of global country risk

shows that the risk level in the Arab world was nearly unchanged

in the second quarter of 2020, as the average country risk score

of 18 Arab economies was 41.45 points relative to 41.5 points in

the first quarter of 2020, but it increased year-on-year from an av-

erage score of 41.37 points in the second quarter of 2019. A higher

score represents a lower country risk level. The Arab region's risk

level was higher than the global risk level of 47.96 points, as well

as higher than the risk levels of North America (64.76 points), Eu-

rope & Central Asia (59.15 points), East Asia & Pacific (52.53

points), Latin America & the Caribbean (46.92 points), and South

Asia (42.14 points); while it was lower than the risk level of Sub-

Saharan Africa (35.36 points). Also, the average country risk score

of Gulf Cooperation Council (GCC) states stood at 60.9 points,

while the average score for non-GCC countries was 31.73 points.

In parallel, the average score of GCC countries on the five cate-

gories of country risk was above the global average score, while

the score of non-GCC economies was below the global average

for the five indicators. Qatar had the lowest country risk level in

the region and the 28th lowest globally, followed by Kuwait (35th),

the UAE (38th), Saudi Arabia (43rd), and Oman (48th) as the five

Arab countries with the lowest risk levels in the region. In con-

trast, Libya (159th), Lebanon (162nd), Yemen (163rd), Sudan (165th),

and Syria (174th) posted the highest risk levels in the Arab world.

Source: Euromoney Group, Byblos Research

Fixed income trading up 8% to $1,311bn in second
quarter of 2020   
Trading in emerging markets debt instruments reached $1,311bn

in the second quarter of 2020, constituting an increase of 8% from

$1,211bn in the second quarter of 2019 and a decrease of 12%

from $1,492bn in the first quarter of 2020. Turnover in local-cur-

rency instruments reached $769bn in the second quarter of 2020,

up by 16% from $663bn in the second quarter of 2019 and down

by 14% from $897bn in the first quarter of 2020. In parallel, trad-

ing in Eurobonds stood at $537bn in the second quarter of 2020,

and decreased by 2% from $547bn in the same quarter of 2019

and by 9% from $592bn in the preceding quarter. The volume of

traded sovereign Eurobonds reached $358bn and accounted for

64% of total Eurobonds traded in the covered quarter, while the

volume of traded corporate Eurobonds amounted to $172bn or

35% of the total. In addition, turnover in warrants and options

stood at $900m, while loan assignments reached $4.6bn in the sec-

ond quarter of 2020. The most frequently-traded instruments in

the covered quarter were Mexican fixed income assets with a

turnover of $229bn, or 17% of the total, followed by securities

from Brazil with $120bn (9%) and instruments from China with

$93bn (7%). Other frequently-traded instruments consisted of

fixed income securities from South Africa at $80bn (6.1%) and

from India at $68bn (5.2%). 

Source: EMTA

Public governance varies across countries in the re-
gion 
The World Bank's World Governance Indicators for 2019 show

that the average score of 20 Arab countries improved on the Po-

litical Stability, Government Effectiveness and Regulatory Quality

indicators, while it regressed on the Voice & Accountability cate-

gory and was unchanged on the Rule of Law and the Control of

Corruption indicators year-on-year. The indicators cover 214

countries and territories worldwide that are rated on a scale of -

2.5 to +2.5, with higher values corresponding to better governance

outcomes. Arab countries posted an average score of -0.49 points

on the Government Effectiveness indicator, up from -0.51 points

in 2018. This category evaluates the condition of public services

and the degree of their independence from political pressure, as

well as the quality of policy formulation and implementation, and

the credibility of the government's commitment to such policies.

The region's government effectiveness was higher than the effec-

tiveness of governments in Sub-Saharan Africa only. The UAE

had the most effective government among Arab countries, fol-

lowed by Qatar, Saudi Arabia, Bahrain and Oman; while Iraq,

Sudan, Syria, Libya and Yemen have the least efficient govern-

ments in the region. In parallel, Arab countries received a score

of -0.49 points on the Control of Corruption indicator, unchanged

from 2018. The region's average score was better than only the

score of Sub-Saharan Africa. Regionally, the control of corruption

was highest in the UAE, Qatar, Oman, Saudi Arabia and Jordan,

while it was the lowest in Iraq, Sudan, Libya, Yemen and Syria.

Source: World Bank, Byblos Research
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Post-pandemic austerity measures to slow eco-
nomic growth in 2022-30 period
The United Nations Conference on Trade & Development (UNC-

TAD) projected global real GDP to contract by 4.3% in 2020 and

to grow by 4.1% in 2021, and did not expect economic activity

to recover to its pre-COVID-19 level in 2021. It estimated that

the massive income loss of firms and households from the pan-

demic will continue to have a negative impact on savings and in-

comes, which would raise the level of private debt and constrain

private spending. It expected the recovery to slow down if gov-

ernments reduce prematurely their spending by mid-2021, fol-

lowing the necessary increases in public expenditures earlier this

year to cushion the crisis. It forecast economic activity in devel-

oped countries to contract by 5.8% in 2020 and to grow by 3.1%

in 2021, while it expected real GDP in developing economies to

contract by 2.1% in 2020 and to expand by 5.7% in 2021.

Further, under its 'lost decade' scenario that assumes some fiscal

austerity in the 2021-23 period and lower government spending

in the remainder of the decade, the UN agency projected global

real GDP to grow by an average of 2% in the 2022-30 timeframe,

compared to 3.1% in the 2010-2019 period. It assumed that fiscal

austerity measures will limit the growth in global demand and

slow economic activity in the current decade.

In parallel, the UNCTAD considered that the 'lost decade' sce-

nario can still be reversed through increased government efforts,

as the private sector is in a "wait-and-see" mode amid the current

uncertainties related to the pandemic. It anticipated real GDP

growth to average 3.8% in the 2022-30 period, under its 'growth

revival' scenario that assumes an average growth rate of 3.1% in

government spending in the covered period, relative to an average

increase of 1.2% in annual public spending in the 'lost decade'

scenario. It expected that, despite higher government spending,

the global public debt level would decline from 89.6% of GDP

at end-2021 to 76.3% of GDP at end-2030, compared to a debt

level of 91.8% of GDP at end-2030 under the 'lost decade' sce-

nario. It pointed out that the implementation of austerity measures

in the current global conditions will not reduce debt ratios, as the

implementation of fiscal austerity measures after the global fi-

nancial crisis resulted in slowing growth and rising debt levels.

Source: UNCTAD

Economy to shrink by 5.2% in 2020 due to drop in
oil prices and coronavirus pandemic
The Institute of International Finance projected Saudi Arabia's

real GDP to shrink by 5.2% in 2020 as a result of the decline in

global oil prices and the coronavirus pandemic. It forecast non-

hydrocarbon sector activity to contract by 4.5% in 2020 com-

pared to a growth rate of 3.2% last year, due to the restrictive

measures that the government implemented to contain the out-

break of the virus. It expected real hydrocarbon GDP to retreat

by 6.4% this year following a contraction of 3.6% in 2019, due

to oil production cuts under the OPEC+ agreement. It anticipated

overall economic activity to grow by 2.3% in 2021, with non-oil

real GDP expanding by 3.4% and hydrocarbon sector output in-

creasing by 0.9%. But it noted that the depth of the economic

contraction in 2020 and the speed of recovery in 2021 are subject

to a high degree of uncertainties. In parallel, it anticipated the

COUNTRY RISK WEEKLY BULLETIN

average inflation rate to reach 3.6% in 2020 and 3.9% in 2021,

mainly due to the increase in the value-added tax rate and a mod-

est rise in non-fuel commodity prices. 

Further, the IIF indicated that authorities have responded to the

coronavirus pandemic and lower oil prices through major fiscal

consolidation and monetary easing measures. Still, it forecast the

fiscal deficit to widen from 4.5% of GDP in 2019 to 10.6% of

GDP in 2020, in case oil prices average $42 per barrel (p/b), and

to gradually narrow to 4.6% of GDP in 2021 and to reach a bal-

anced budget by 2023. It anticipated the authorities to finance the

deficit through the issuance of domestic and external debt, as well

as by tapping foreign currency reserves at the Saudi Arabian

Monetary Authority (SAMA). As such, it projected the public

debt level to rise from 23% of GDP at end-2019 to 37% of GDP

at end-2020 and to reach 42% of GDP by end-2023. In addition,

it forecast the current account balance to shift from a surplus of

5.9% of GDP in 2019 to a deficit of 1.5% of GDP in 2020, due

to lower oil export receipts and despite the projected decline in

imports. It anticipated private non-resident capital inflows to the

Kingdom to decrease from $71bn in 2019 to $62.6bn in 2020,

and expected resident capital outflows to exceed non-resident

capital inflows. It forecast foreign currency reserves at SAMA to

decline from $499bn, or 28 months of imports, at end-2019 to

$445.6bn, or 24.8 months of import coverage, at end-2020. 

Source: Institute of International Finance

Pressure on external account and financing needs
to remain elevated in medium term 
Barclays Capital considered that Egypt's economy has been re-

silient despite the COVID-19-related lockdown measures and the

ongoing global recession. However, it projected real GDP growth

to decelerate from 3.5% in the fiscal year that ended in June 2020

to 2.8% in FY2020/21, due to subdued tourism and construction

activity, but to recover in FY2021/22 in case economic activity

normalizes. It expected that the early development of the vaccine

and rapid mass distribution would reinforce confidence and ac-

celerate the return of international tourism and, in turn, signifi-

cantly support Egypt's growth outlook.

In parallel, it projected the fiscal deficit to widen from 7.8% of

GDP in FY2019/20 to 8.9% of GDP in FY2020/21, despite the

authorities' commitment to fiscal consolidation. It forecast the

public debt level to increase from 85% of GDP at the end of June

2020 to 85.6% of GDP at end-June 2021. It said that Egypt raised

$14.8bn in external debt and from the International Monetary

Fund since April 2020 to cover most of the country's financing

needs and to reduce immediate funding pressure. But it antici-

pated financing needs to remain elevated in the medium term.

Barclays said that the impact of the pandemic on the country's

external account has been significant, despite a rebound in capital

inflows. It pointed out that Egypt received at least $9.8bn in ex-

ternal funding between May and August 2020, but that reserves

at the Central Bank of Egypt (CBE) rose by $1bn only in the same

period, which suggests increased pressure on the country's exter-

nal position. It projected the current account deficit to widen from

3.9% of GDP in FY2019/20 to 4.2% of GDP in FY2020/21, in

case import activity normalizes and if the CBE keeps policy rates

at their current levels to attract capital inflows.
Source: Barclays Capital
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Sovereign ratings affirmed, outlook 'stable' 
S&P Global Ratings affirmed at 'A-' Saudi Arabia's long-term

sovereign credit ratings, with a 'stable' outlook. It indicated that

the coronavirus pandemic and low global oil prices are weighing

significantly on the Kingdom's economy and fiscal position.

However, it noted that the government's large fiscal and external

buffers mitigate these pressures. It projected the fiscal deficit at

11% of GDP and the current account deficit at 8.7% of GDP in

2020, amid a sharp decline in oil export receipts. It anticipated

the fiscal deficit to narrow to 6.2% of GDP and the current ac-

count balance to shift back to a surplus of 0.5% of GDP in 2021,

in case global economic conditions improve, and global oil prices

and exports recover. In parallel, Moody's Investors Service af-

firmed Qatar's long-term issuer and foreign-currency senior un-

secured debt ratings at 'Aa3', and maintained the 'stable' outlook

on the ratings. It expected the drop in global energy prices to re-

duce the country's hydrocarbon revenues by more than 20% in

2020, and to result in a fiscal deficit of 2% of GDP this year. As

such, it anticipated the public debt level to reach a peak of about

68% of GDP at the end of 2020. However, it considered that the

country's very high GDP per capita, substantial hydrocarbon re-

serves with low extraction costs, strong net asset position and

macroeconomic policy effectiveness, underpin its resilience to

shocks. It added that the rating affirmation reflects its expecta-

tions that the government will reduce its debt burden to less than

50% of GDP by the end of 2023, through a combination of fiscal

consolidation measures and a plan for debt repayment.   

Source: S&P Global Ratings, Moody's Investors Service

Widening current account deficit and capital out-
flows increase pressure on lira
The Institute of International Finance indicated that Turkey's

near-term external financing challenges have intensified, amid a

widening current account deficit and a significant decline in for-

eign currency reserves. It projected the current account balance

to shift from a surplus of 1.1% of GDP in 2019 to a deficit of

3.8% of GDP in 2020, and to further widen in case of renewed

coronavirus-related disruptions. It expected import growth to

moderate in the rest of 2020, due to a weaker lira and slower lend-

ing growth, and considered that a further normalization of exports

and tourism revenues would support the country's trade balance.

In parallel, it noted that capital outflows led to a decline in non-

resident holdings of lira-denominated assets, while strong de-

mand for foreign currency by residents intensified the pressure

on the lira. As such, it said that the widening current account

deficit and currency depreciation prompted the Central Bank of

the Republic of Turkey to tighten its monetary policy substan-

tially since mid-July. It considered that additional monetary tight-

ening would help improve market sentiment, which could trigger

net inflows of non-resident portfolio capital and contain the pur-

chase by residents of foreign currency. In parallel, it pointed out

that further declines in foreign currency reserves would exacer-

bate Turkey's high external vulnerabilities. But it considered that

an increase in external debt rollover ratios would allow Turkey

to accumulate foreign currency reserves in 2021.

Source: Institute of International Finance

Outlook on rating revised upwards to 'stable'
Fitch Ratings affirmed at 'B' Nigeria's long-term foreign-cur-

rency Issuer Default Rating and revised the outlook from 'nega-

tive' to 'stable'. It attributed the outlook's upward revision to a

decrease in the level of uncertainties from the impact of the coro-

navirus pandemic on Nigeria's economy, as well as to the stabi-

lization of global oil prices, easing global funding conditions and

looser domestic lockdown measures. It noted that the country ad-

dressed the pressure on its external liquidity through a partial ex-

change rate adjustment, along with de facto measures on capital

flows and restrictions on the movement of foreign currency. It

added that the disbursement of external official loans, including

from the International Monetary Fund, allowed Nigeria's foreign

currency reserves to recover from a 30-month low of $33.4bn in

April 2020 to $35.8bn in late September. Still, it expected foreign

currency reserves to remain under pressure in 2020 and 2021 due

to sustained current account deficits. In parallel, the agency noted

that the rating reflects the country's weak fiscal revenues, low

governance and development indicators, high reliance on the hy-

drocarbon sector, subdued growth and elevated inflation rate. But

it said that the ratings are supported by the large size of the econ-

omy, a low general government debt level, a small share of for-

eign currency-denominated debt, and a comparatively developed

financial sector. It forecast the general government's deficit to

widen from 3.6% of GDP in 2019 to 5.4% of GDP in 2020, while

it anticipated the general government's debt level to reach 31%

of GDP by the end of 2022, compared to the expected median

debt ratio of 69% of GDP for 'B'-rated sovereigns. 
Source: Fitch Ratings 

Sovereign ratings affirmed, outlook 'negative' 
S&P Global Ratings affirmed Ethiopia's 'B/B' long- and short-

term foreign and local currency sovereign ratings, with a 'nega-

tive' outlook on the long-term ratings. It attributed the 'negative'

outlook to its expectation that Ethiopia's structurally weak fiscal

and external positions could further deteriorate due to the adverse

impact of the COVID-19 pandemic. It anticipated that the spread

of the coronavirus will weigh on sectors that generate foreign

currency, such as agriculture, travel and tourism, while it forecast

the country's external financing needs and public external debt

servicing costs to remain elevated. It projected foreign currency

reserves to decline from $3.1bn at the end of July 2020 to $2.8bn

at end-July 2021, and to cover two months of current account

payments. It also forecast the current account deficit to widen

from 5.3% of GDP in the fiscal year that ended in July 2020 to

6.4% of GDP in FY2020/21 due to lower tourism receipts, re-

mittance inflows and merchandise exports, and to narrow to

5.5% of GDP by FY2022/23. In addition, it projected gross ex-

ternal financing needs at about 162.6% of current account re-

ceipts and usable reserves between FY2020/21 and FY2022/23.

In parallel, it forecast the fiscal deficit to widen from 2.6% of

GDP in FY2019/20 to 3.4% of GDP in FY2020/21, and to nar-

row to 2% of GDP by FY2022/23. It projected the general gov-

ernment's debt level to rise to about 34% of GDP at end-July

2021 as a result of the persistent fiscal deficits and the continued

depreciation of the Ethiopian birr.

Source: S&P Global Ratings
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Agency takes rating actions on seven banks  
Capital Intelligence Ratings affirmed the long-term foreign cur-

rency rating (FCR) of Abu Dhabi Commercial Bank (ADCB) at

'A+', the rating of Al Masraf at 'A', the FCRs of National Bank of

Fujairah (NBF) and National Bank of Umm Al Qaiwain (NBQ)

at 'A-', the rating of Commercial Bank International (CBI) at

'BBB+', and the FCR of Invest Bank at 'BBB-'. It also down-

graded the FCR of Bank of Sharjah (BOS) from 'A-' to 'BBB+'.

In addition, the agency affirmed the Bank Standalone Rating

(BSR) of ADCB at 'bbb+', the ratings of Al Masraf, NBF and

NBQ at 'bbb', the BSR of CBI at 'bbb-', and the rating of Invest

Bank at 'bb-'. It also lowered the BSR of BOS from 'bbb-' to 'bb+'.

It maintained the 'stable' outlook on all the ratings. It attributed

the downgrades of the BOS ratings mainly to the deterioration in

the bank's asset quality, profitability and capitalization due to the

economic impact of the coronavirus pandemic and of low oil

prices on the bank’s operating environment. It also anticipated

that the bank will incur losses from its operations in Lebanon in

the coming quarters, which will further weigh on its asset quality,

earnings and capital. In parallel, the agency pointed out that the

seven banks’ FCRs are mainly driven by the UAE government's

strong ability and willingness to support them in case of need. It

noted that the banks' financial fundamentals are facing increasing

pressures from heightened credit risks in the economy amid low

oil prices and pandemic-related economic disruptions.  

Source: Capital Intelligence Ratings 

NPLs ratio at 22.3% at end-June 2020, capital ad-
equacy ratio at 28.7%        
The International Monetary Fund indicated that the asset quality

reviews (AQRs) that the Banco Nacional de Angola completed

in December 2019 revealed adequate capital and liquidity posi-

tions at most private banks operating in Angola, despite the sig-

nificant depreciation of the exchange rate and the inadequate level

of reserve requirements. It noted that the sector's risk-weighted

capital adequacy ratio stood at 28.7% at the end of June 2020, up

from 27.3% at end-June 2019. It added that the banks' aggregate

liquid assets represented 26.4% of total assets at end-June 2020

relative to 24.4% a year earlier; while the banking sector's loans-

to-deposits ratio regressed from 44.1% at the end of June 2019 to

34.8% at end-June 2020. The Fund pointed out that the AQRs

identified modest capital shortfalls in five small banks, while two

state-owned banks had a combined capital shortfall equivalent to

3.7% of the country's GDP in 2020. It indicated that four out of

the seven weak banks complied with regulatory capital require-

ments by the end of June 2020 and that authorities are currently

at an advanced stage in their recapitalization plans for the remain-

ing three banks. It added that the problems at the two state-owned

banks could weigh on the sector's financial stability through high

non-performing loans (NPLs), weak liquidity positions, and pos-

sible exposure to further currency depreciation. It said that the

banking sector's aggregate NPLs ratio stood at 22.3% at the end

of June 2020 relative to 35.5% at end-June 2019. In addition, it

noted that the AQRs identified systemic shortfalls in the banks'

risk management, including large related-party exposures. 
Source: International Monetary Fund

Banking sector to face challenges from low oil
prices and coronavirus pandemic        
The U.S.-based management consulting firm Alvarez & Marsal

indicated that the outbreak of the coronavirus has significantly

affected the performance of the largest 10 Saudi banks during the

second quarter of 2020. It said that lending increased by 1.9% in

the second quarter of 2020, down from 5.1% in the first quarter

of the year, and posted its slowest growth rate in the previous five

quarters. It pointed out that deposits grew by 1.5% in the first

quarter of 2020 and by 1.8% in the second quarter of the year. As

such, it noted that the banks' loan-to-deposit ratio stood at 86.1%

in the covered quarter and was nearly unchanged from the first

quarter of the year. In parallel, it indicated that the banks' total

operating income declined by 3.8% quarter-on-quarter in the sec-

ond quarter of 2020, due to the lockdown measures and the low

interest rate environment, and was driven by a 2.2% decline in

the banks' non-interest income and a 9.2% drop in their net fee

commission and other operating income. It added that the banks'

net income declined by 17.7% on a quarterly basis in the second

quarter of 2020, as the lockdown measures impacted most of the

income streams of the banks. As such, it noted that the banks' re-

turn on assets regressed from 1.8% on an annualized basis in the

first quarter of 2020 to 1.4% in the second quarter, while their re-

turn on equity declined from 12.5% on an annualized basis in the

first quarter to 10.3% in the second quarter of the year. The firm

expected Saudi banks to face significant challenges in coming

months, as it considered that the low oil price environment and

the COVID-19 pandemic will weigh on economic activity and,

in turn, weaken credit demand and asset quality.  

Source: Alvarez & Marsal 

Asset quality to deteriorate on impact of COVID-
19 pandemic        
Moody's Investors Service indicated that the aggregate net profits

of Morocco's four rated banks, which are Attijariwafa Bank,

Groupe Banque Centrale Populaire, BMCE Bank and Crédit du

Maroc, reached $357m in the first half of 2020, constituting a de-

cline of 53% from the same period last year. It noted that the de-

crease in the banks' profits is due to a 138% increase in

provisioning amid expectations of higher credit losses, as well as

to the banks' contribution to the country's special fund for the

management of the COVID-19 pandemic. It noted that the banks'

combined return on assets reached 0.2% in the first half of 2020

compared to 1% in 2019. The agency anticipated the banks' asset

quality to deteriorate significantly as pandemic-related measures,

lower tourism activity and reduced exports to Europe are weigh-

ing on economic growth and on the repayment capacity of bor-

rowers. It expected borrowers in the tourism, trade and

transportation sectors to be the most affected by the coronavirus

pandemic. It said that the decline in exports to Europe may also

adversely impact borrowers in the manufacturing sector. In addi-

tion, it noted that the banks' growing exposure to Sub-Saharan

African countries will contribute to the deterioration in their asset

quality. Moody's expected problem loans to increase in the sec-

ond half of 2020, despite Bank Al Maghrib's measures to contain

the pandemic's impact on banks. 
Source: Moody's Investors Service
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Base Metals: Zinc prices average $2,442 per ton in
September 2020
The LME cash prices of zinc averaged $2,442 per ton in Septem-

ber 2020, constituting an increase of 1.5% from an average of

$2,406 a ton in August, and compared to an average of $2,177

per ton in July. Zinc prices fluctuated significantly in September,

mainly in line with the movement of the exchange rate of the US

dollar. They closed at $2,529 per ton on September 1, their highest

level since November 2019, and reached $2,354 per ton on Sep-

tember 24, their lowest level since mid-August 2020. A strong re-

covery in China's economy and demand for metals, a weaker US

dollar, the U.S. Federal Reserve's plans to promote higher infla-

tion, and an improved economic outlook for major economies

pushed zinc prices upwards. In parallel, a stronger US dollar,

higher LME-registered zinc inventories, and simmering tensions

between the U.S. and China weighed on zinc prices in the covered

month. Further, renewed concerns about the economic recovery

due to the rising number of coronavirus infections globally

pushed prices downwards. More recently, zinc prices resumed

their upward trend amid expectations of a coronavirus-related

stimulus package in the U.S and averaged at $2,394 per ton be-

tween September 25 and September 30.  

Source: Refinitiv, Byblos Research

Precious Metals: Silver prices up 21.4% in first
nine months of 2020 on higher inflows to ETFs
Silver prices averaged $19.2 per troy ounce in the first nine

months of 2020, constituting an increase of 21.4% from an aver-

age of $15.8 an ounce in the same period of 2019, mainly sup-

ported by record-high inflows to silver exchange-traded funds

(ETFs). The rise in the metal's price was driven by investors that

started to switch to silver as a cheaper alternative to gold, while

continuing to diversify their portfolios amid low U.S. interest

rates and a weakening US dollar. However, the silver prices av-

eraged $25.8 per ounce in September 2020, down by 4.6% from

an average of $27 an ounce in the previous month, mainly due to

downward pressure from a firmer dollar and an uptick in U.S. real

interest rates. In parallel, the Silver Institute forecast the world

supply of silver to decline by 4% from 1,023 million ounces in

2019 to 978 million ounces in 2020, mainly due to COVID-19

related disruptions to mining activities. Also, it projected world-

wide demand for the metal to regress by 3% from 991.8 million

ounces in 2019 to 963.4 million ounces in 2020, as it anticipated

lower demand for silver from the photography industry, as well

as a contraction in the consumption of jewelry and silverware and

in the metal's industrial usage, to offset the surge in investments

in silver ETFs.  Also, it forecast the metal's price to average $15.7

per ounce in 2020 relative to $16.21 an ounce in 2019.

Source: The Silver Institute, Refinitiv, Byblos Research

Oil prices to average $43 p/b in 2020
ICE Brent crude oil front-month prices averaged $41.9 p/b in Sep-

tember 2020, constituting a decline of 7% from $45.1 p/b in Au-

gust. Despite the month-on-month decline in September, oil

prices averaged $43.4 p/b in the third quarter of 2020, and in-

creased by 30% from $33.4 p/b in the second quarter of the year.

In comparison, oil prices declined by 18.3% and 34.7% in the

first and second quarters of 2020, respectively. The increase in

oil prices in the third quarter of 2020 was due to OPEC’s near-

full compliance to the June production cut agreement, as well as

to a decline in the exchange rate of the US dollar, the announce-

ment of a stimulus package for European Union countries, im-

proving manufacturing activity data from the U.S. and China, and

larger-than-expected drawdowns of U.S. crude oil inventories.

Also, temporary factors such as the decline in U.S. oil output due

to hurricanes in the Gulf of Mexico supported prices. Still, a

slower-than-expected market rebalancing in September from the

stalling recovery in oil demand, the continuing spread of the coro-

navirus, a sharp slowdown in Chinese imports and higher OPEC

oil production, limited the increase in oil prices. In parallel, Bar-

clays Capital raised its forecast for Brent oil prices by $2 p/b to

an average of $43 p/b in 2020, and projected prices to average

$53 p/b in 2021.

Source: Barclays Capital, Refinitiv, Byblos Research

Global demand for renewables to grow by a CAGR
of 6% in 2018-50 period
BP projected the global consumption of renewables to increase

from 27 exajoules in 2018 to 161 exajoules in 2050, or by a com-

pound annual growth rate (CAGR) of 5.7% during the covered

period, under a "business-as-usual" scenario that assumes slow

progress in reducing carbon emissions. In comparison, it expected

the global consumption of renewables to grow by a CAGR of

7.5% in the 2018-50 period to 277 exajoules in 2050, under a

"rapid" scenario that assumes that the rapid implementation of

policies would reduce carbon emissions by 70% by 2050. In ad-

dition, it forecast global demand for renewables to expand by a

CAGR of 8.5% in the 2018-50 period to 370 exajoules in 2050,

under the "net zero" scenario that assumes a reduction of 95% in

carbon emissions by 2050.

Source: BP, Byblos Research

Steel output down 4% in first eight months of 2020
Global steel production reached 1.2 billion tons in the first eight

months of 2020, constituting a decrease of 4.2% from 1.24 billion

tons in the same period of 2019. Production in China totaled 689

million tons and accounted for 58% of global output in the cov-

ered period. India followed with 61.1 million tons (5.1%), then

Japan with 54.7 million tons (4.6%), the U.S. with 47.4 million

tons (4%), Russia with 46.6 million tons (3.9%), and South Korea

with 43.8 million tons (3.7%).

Source: World Steel Association, Byblos Research

ME&A's oil demand to decline by 8% in 2020                             
Consumption of crude oil in the Middle East & Africa is expected

to average 11.64 million barrels per day (b/d) in 2020, which

would constitute a decline of 8% from 12.65 million b/d in 2019.

The region's demand for oil would represent 39% of demand in

developing countries and 13% of global consumption this year.
Source: OPEC, Byblos Research
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COUNTRY RISK METRICS

                  S&P     Moody's      Fitch      CI          IHS                                                                                 

Africa
Algeria             -              -              -             -           B+

                         -              -              -             -        Negative        -4.8                -            -                -               -               -       -21.4           -

Angola         CCC+      Caa1        CCC         -         CCC

                      Stable       Stable           -             -        Negative        -4.0        127.1         7.7           91.1         45.4        122.9       -14.4        9.5

Egypt               B            B2           B+         B+         B+                                                                                                                              

                           Stable        Stable          Stable        Stable       Stable          -8.3          86.5         6.0           71.4         44.8        120.1         -4.6        1.8

Ethiopia           B            B2            B                        B+                                                                                                                              

                  Negative  Negative    Negative        -        Negative        -3.2          31.3         2.3           64.8           4.5        175.3         -7.3        2.0

Ghana              B-           B3            B            -          BB-                 

                     Stable      Negative      Stable          -       Negative        -9.0          66.7         2.7           49.6         52.1        128.0         -4.3        3.8

Côte d'Ivoire     -           Ba3          B+           -           B+

                         -           Stable       Positive        -         Stable        --5.5          43.2         4.8                -         14.4               -         -4.0        0.2

Libya                -              -              -             -         CCC                

                         -             -               -             -        Negative             -                -             -                -               -               -              -           -

Dem Rep    CCC+    Caa1           -             -         CCC

Congo          Stable      Stable           -             -         Stable          -1.5          12.6         0.3             6.4           1.9        120.7         -5.3        2.5

Morocco     BBB-      Ba1        BBB-         -         BBB

                     Stable       Stable      Negative        -         Stable          -7.4          61.6         6.0           40.4           9.2        101.3         -8.9      1.0s

Nigeria            B-           B2            B            -           B-

                     Stable     Negative      Stable          -        Negative        -5.0          47.6         4.5           62.1         56.7        130.1         -6.6        0.2

Sudan               -              -              -             -           CC                                                                                                                                                              

                               -                  -                  -                -         Negative             -                -             -                -               -               -              -           -

Tunisia              -            B2            B            -           B+

                               -            URD**        Stable            -         Negative        -4.7          81.0         4.2                -          11.9               -         -8.3        0.5

Burkina Faso   B             -              -             -           B+

                          Stable            -                  -                -           Stable          -5.0          46.7         0.5         28.51         5.18      140.33       -5.52        0.5

Rwanda          B+          B2           B+           -           B+                  

                Negative      Stable          Stable            -           Stable      -12.46          67.5       4.76         30.01         7.51      124.17     -16.44        1.0

Middle East
Bahrain          B+          B2           B+        BB-       BB-

                     Stable       Stable          Stable    Negative  Negative      -12.1        114.4        -0.9         207.3         33.9        349.5       -10.1        2.2

Iran                  -              -              -            B         BB-

                         -                  -               -        Negative  Negative        -9.3                -             -                -               -               -         -5.0           -

Iraq                  B-         Caa1          B-            -         CC+

                     Stable       Stable      Negative        -         Stable        -17.5          84.4        -0.1             6.9           8.3        140.9       -11.0      -1.0

Jordan           B+         B1          BB-        B+       BB+                                                                                 

                     Stable      Stable      Negative    Stable      Stable          -5.0          85.6         1.7           82.9         11.6        170.0         -6.8        1.5

Kuwait           AA-         A1          AA        AA-       AA-

                   Negative    Stable       Stable      Stable      Stable          -9.7          11.6         2.1           72.6           0.9        160.6       -13.6           0

Lebanon         SD           C             C          SD       CCC

                         -                -                 -             -        Negative         -12        197.2     7.5 143.0         80.3        149.7         -5.1        1.5

Oman            BB-        Ba3         BB-      BBB-      BB-

                   Negative  Negative     Negative   Negative  Negative      -16.5          83.8         1.7           43.5         11.4        144.6       -15.6        3.8

Qatar             AA-        Aa3         AA-       AA-        A+

                     Stable       Stable        Stable      Stable    Negative        -0.6          84.6         3.1         201.8           8.5        242.2         -4.9      -1.5

Saudi Arabia    A-          A1            A          A+         A+

                     Stable     Negative      Stable      Stable      Stable        -12.6          35.6       19.7           21.9           3.3          48.5         -9.8      -1.1

Syria                 -              -              -             -            C

                         -              -              -             -         Stable               -                -             -                -               -               -              -           -

UAE                 -           Aa2            -          AA-       AA-

                         -           Stable           -          Stable      Stable               -                -             -                -               -               -              -           -
Yemen              -              -              -             -           CC                                                                                                                              
                         -              -              -             -         Stable               -                -             -                -               -               -              -           -
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* Current account payments 
** Under Review for Downgrade 
Source: S&P Global Ratings, Fitch Ratings, Moody's Investors Service, CI Ratings, IHS Markit, Byblos Research - The above figures are
projections for 2020

                  S&P     Moody's      Fitch      CI          IHS                                                                                 
                                                                                                                                                                       

Asia
Armenia           -           Ba3           BB-        -           B-

                        -          Stable        Negative      -         Stable          -5.0          62.0             -                -           9.9               -         -8.5        0.9

China             A+          A1             A+         -            A

                     Stable       Stable          Stable       -         Stable        -11.1          56.0       14.4           47.0           2.2          66.7          1.2        0.4

India             BBB-      Baa3         BBB-       -         BBB

                     Stable     Negative      Negative      -       Negative      -11.5          84.6       10.6           56.8         32.1          84.1         -0.9        1.1

Kazakhstan  BBB-      Baa3          BBB       -         BBB-

                     Stable      Positive         Stable       -       Negative        -5.1          20.9         5.4           34.9           8.9        100.0         -5.9        3.4

Pakistan          B-           B3             B-         -         CCC

                     Stable       Stable          Stable       -         Stable          -9.5          88.2         0.5           42.7         61.2        145.8         -1.5        0.5

                                                                                                                                                                       

Central & Eastern Europe
Bulgaria        BBB       Baa2          BBB       -         BBB

                     Stable      Positive         Stable       -         Stable          -4.0          25.6         2.8           32.0           1.6        104.9          1.9        0.5

Romania      BBB-      Baa3         BBB-       -         BBB-                                                                                                                            

                   Negative   Negative        Stable       -       Negative        -8.0          46.2         4.0           28.0           4.9        101.5         -4.8        0.5

Russia           BBB-      Baa3          BBB       -         BBB-                                                                                                        

                  Stable        Stable            Stable         -           Stable            -6.8          22.9       13.0           23.7           4.9          58.3          0.8           0

Turkey            B+          B2            BB-      B+         B-

                     Stable     Negative      Negative  Stable      Stable          -5.0          38.0         1.8           83.6           9.5        161.9         -1.0        0.5

Ukraine           B           B3              B          -           B-

                     Stable      Stable          Stable       -         Stable          -7.1          65.1         3.8           55.0           7.3        118.5         -6.0        0.5
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SELECTED POLICY RATES

Benchmark rate Current Last meeting Next meeting

(%) Date Action

USA                   Fed Funds Target Rate         0.00-0.25           16-Sep-20                             No change                   05-Nov-20

Eurozone                          Refi Rate                        0.00               10-Sep-20                             No change                    29-Oct-20

UK                                   Bank Rate                       0.10               17-Sep-20                             No change                   05-Nov-20

Japan                             O/N Call Rate                   -0.10              17-Sep-20                             No change                    29-Oct-20

Australia                          Cash Rate                       0.25               01-Sep-20                             No change                    06-Oct-20

New Zealand                    Cash Rate                       0.25               23-Sep-20                             No change                   11-Nov-20

Switzerland                SNB Policy Rate                 -0.75              24-Sep-20                             No change                   17-Dec-20

Canada                          Overnight rate                    0.25               09-Sep-20                            No change                    28-Oct-20  

China                      One-year lending rate              5.31               23-Dec-08                              Cut 27bps                              N/A

China                  One-year Loan Prime Rate          3.85               21-Sep-20                             No change                    20-Oct-20

Hong Kong                      Base Rate                       0.86            15-Mar-20                             Cut 64bps                              N/A

Taiwan                          Discount Rate                   1.125 17-Sep-20                            No change                              N/A

South Korea                     Base Rate                       0.50              27-Aug-20                            No change                    14-Oct-20

Malaysia                     O/N Policy Rate                  1.75               10-Sep-20                            No change                   03-Nov-20

Thailand                            1D Repo                        0.50              23-Sep-20                             No change                   18-Nov-20

India                          Reverse repo Rate                4.00              06-Aug-20                             No change                   04-Dec-20

UAE                                 Repo Rate                      1.50             16-Mar-20                            No change                              N/A

Saudi Arabia                     Repo Rate                      1.00              16-Mar-20                             Cut 75bps                              N/A

Egypt                         Overnight Deposit                 8.75               24-Sep-20                              Cut 50bps                   12-Nov-20

Jordan                          CBJ Main Rate                  2.50              16-Mar-20                            Cut 100bps                              N/A

Turkey                             Repo Rate                      10.25              24-Sep-20                         Raise 200bps                    22-Oct-20

South Africa                     Repo Rate                      3.50               17-Sep-20                             No change                   19-Nov-20

Kenya                        Central Bank Rate                 7.00            29-Sep-20                             No change                              N/A

Nigeria                    Monetary Policy Rate             11.50              22-Sep-20                            Cut 100bps                   23-Nov-20

Ghana                              Prime Rate                     14.50              28-Sep-20                             No change                   23-Nov-20

Angola                             Base Rate                      15.50              28-Sep-20                             No change                   27-Nov-20 

Mexico                            Target Rate                      4.25               24-Sep-20                              Cut 25bps                   12-Nov-20

Brazil                               Selic Rate                       2.00               16-Sep-20                            No change                    28-Oct-20 

Armenia                            Refi Rate                        4.25               15-Sep-20                             Cut 25bps                    27-Oct-20 

Romania                          Policy Rate                      1.50              05-Aug-20                              Cut 25bps                              N/A

Bulgaria                         Base Interest                     0.00               01-Oct-20                             No change                   02-Nov-20

Kazakhstan                      Repo Rate                       9.00               07-Sep-20                             No change                    26-Oct-20

Ukraine                         Discount Rate                    6.00               03-Sep-20                             No change                    22-Oct-20

Russia                               Refi Rate                        4.25               18-Sep-20                              Cut 25bps                    23-Oct-20

Emerging Markets
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