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Property Price-to-Income Ratio in Select Arab Cities at end-June 2020
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*Higher score reflects higher property price-to-income ratio
Source: Numbeo's mid-2020 Quality of Life Index, Byblos Bank
Quote to Note
"We must not fool ourselves: There is no alternative to an IMF program if Lebanon is to
exit the crisis."
Jean-Yves Le Drian, French Minister of Foreign Affairs and International
Development, urging the Lebanese government to solidly commit to reforms
and agree on a funded program with the International Monetary Fund
Number of the Week
$1.2bn: Accumulated unpaid electricity bills by public institutions to Electricité du

Liban in the past 10 years, according to the World Bank
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Sm (unless otherwise mentioned) 2019 Jan-May 2019 Jan-May 2020 % Change* May-19 Apr-20

Exports 3,731 1,440 1,335 (7.3) 319 171 251
Imports 19,239 8,762 4,349 (50.4) 2,456 745 674
Trade Balance (15,508) (7,322) (3,014) (58.8) (2,137) (574) (423)
Balance of Payments (5,851) (5,187) (2,191) (57.8) (1,882) (241) (888)
Checks Cleared in LBP 22,146 8,732 7,748 (11.3) 1,623 998 1,105
Checks Cleared in FC 34,827 14,677 13,847 5.7 2,529 1,948 1,467
Total Checks Cleared 56,973 23,409 21,595 (7.7) 4,152 2,946 2,572
Fiscal Deficit/Surplus** (5,837) (1,380) (1,751) 26.9 (1,006) (96) -
Primary Balance** (287) 23 (596) - (60) 79 -
Airport Passengers 8,684,937 3,139,690 1,191,376 (62.1) 572,876 6,029 20,253
Consumer Price Index 2.9 3.6 28.6 2500bps 3.5 46.6 56.5
Sbn (unless otherwise mentioned) Dec-19 May-20 % Change*
BdL FX Reserves 29.55 29.72 28.34 28.23 27.37 26.44 (11.0)
In months of Imports 21.95 12.10 29.80 34.18 36.76 39.24 224.3
Public Debt 91.64 85.35 92.24 92.60 92.87 93.14 9.1
Bank Assets 216.78%** 253.63 210.34 208.55 205.75 203.84 (19.6)
Bank Deposits (Private Sector) 158.86 170.85 151.71 149.59 147.52 146.30 (14.4)
Bank Loans to Private Sector 49.77 56.32 46.08 45.02 43.90 4291 (23.8)
Money Supply M2 42.11 49.23 39.59 39.60 38.64 38.78 (21.2)
Money Supply M3 134.55 139.33 130.95 130.34 129.52 129.67 (6.9)
LBP Lending Rate (%) 9.09 10.75 9.33 9.41 9.29 8.45 (230bps)
LBP Deposit Rate (%) 7.36 8.72 5.81 5.13 5.06 4.63 (409bps)
USD Lending Rate (%) 10.84 9.54 9.11 8.55 7.79 7.90 (164bps)
USD Deposit Rate (%) 4.62 5.79 3.22 2.53 2.32 1.99 (380bps)

*year-on-year **year-to-date figures reflect results for first four months of each year ***The decline in assets in December 2019 is mainly due to the "netting" on the
assets and liabilities' sides of the consolidated balance sheet of commercial banks as part of the implementation of international accounting standard IFRS 7
Source: Association of Banks in Lebanon, Banque du Liban, Ministry of Finance, Central Administration of Statistics, Byblos Research

Capital Markets
Last Price | % Change*| Total Weight in i Coupon Mid Price | Mid Yield
Volume Market $ %
Capitalization
Solidere "A" 12.87 (14.20) 423,979 21.07% Apr 2021 8.25 18.25 467.64
Audi Listed 0.96 1.05 138,680 9.25% Oct 2022 6.10 17.38 98.60
Solidere "B" 13.02 (12.03) 79,136 13.86% Jan 2023 6.00 16.75 86.02
Byblos Common 0.37 (7.50) 30,000 3.43% Jun 2025 6.25 16.25 41.00
BLOM Listed 3.18 0.00 - 11.19% Nov 2026 6.60 16.50 30.59
BLOM GDR 2.98 0.00 - 3.61% Feb 2030 6.65 16.25 19.90
HOLCIM 12.10 0.00 - 3.87% Apr 2031 7.00 16.00 17.82
Audi GDR 1.39 0.00 - 2.72% May 2033 8.20 15.00 15.38
Byblos Pref. 08 49.95 0.00 - 1.64% Nov 2035 7.05 16.50 12.16
Byblos Pref. 09 52.75 0.00 - 1.73% Mar 2037 7.25 17.63 10.70
Source: Beirut Stock Exchange (BSE); *week-on-week Source: Byblos Bank Capital Markets, Refinitiv
[ Jui20-24 [ Jull13-17 | % Change [ June2020 | June2019 | % Change |
Total shares traded 687,180 463,150 48.4 9,040,647 1,693,147 434
Total value traded $7,292,418 $6,275,204 16.2 $28,524,807 $7,832,924 264.2
Market capitalization $6.11bn $6.44bn (5.2) $6.36bn $8.58bn (25.9)

Source: Beirut Stock Exchange (BSE)
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Consumer confidence drops to lowest level on record in second quarter of 2020

The results of the Byblos Bank/AUB Consumer Confidence Index show that the Index averaged 19 points in the second quarter of 2020,
constituting a decline of 51% from 38.7 points in the first quarter of 2020 and a decrease of 73% from 70.9 points in the second quarter
0f 2019. The index registered a record low of 20.1 in April 2020 and further dropped to a new all-time low of 15.4 in May 2020, before
slightly increasing to 21.6 in June 2020. Further, the Byblos Bank/AUB Present Situation Index averaged 18.9 in the second quarter of
2020 and retreated by 43% from the preceding quarter, while the Byblos Bank/AUB Expectations Index averaged 19.2 and regressed by
54.8% from the first quarter of 2020. The two sub-indices reached their lowest levels since the start of the Index's inception in July 2007.

In addition, the average monthly score of the Index in the second quarter of 2020 was 82% lower than the quarterly peak score of 105.8
registered in the fourth quarter of 2008, and was 65.5% lower than the monthly trend average of 55.3 points. The second-quarter results
constitute their lowest level in 52 quarters.

The collapse in household sentiment was due to the government's limited action to address the economic and financial crisis, as well as
to the coronavirus-related lockdown measures that worsened socioeconomic conditions. In addition, the Lebanese pound's exchange
rate in the parallel market significantly weakened in the second quarter of 2020, which, along with the substantial surge of consumer
prices, have reduced the purchasing power of households. Also, the shutdown of the economy due to the pandemic led several companies
to cut salaries or, in some cases, lay-off employees, which reduced households' income. Consequently, only 0.6% of Lebanese polled in
June 2020 considered that their personal financial conditions improved from six months earlier, while 85.5% of respondents said that
their financial situation deteriorated from December 2019. In addition, only 0.1% of the Lebanese surveyed in June 2020 considered
that economic conditions in Lebanon improved from six months earlier, while 91.1% indicated that economic conditions deteriorated
from December 2019.

Further, the detailed results of the Index's monthly survey reflect the prevailing frustrations of Lebanese households about the absence
of measures to improve conditions in the country. Specifically, only 0.3% of the Lebanese polled in June believed that their personal fi-
nancial conditions will improve in the coming six months, while 85.6% of households considered that their financial conditions will de-
teriorate by December 2020. In addition, 0.8% of respondents anticipated economic conditions to improve in the coming six months,
while 90.3% of respondents expected business conditions to deteriorate by December 2020.

The results of the Byblos Bank/AUB Consumer Confidence Index for the second quarter of 2020 show that the confidence level of res-
idents in the North dropped by 65.3% in the second quarter of 2020 from the first quarter of the year, followed by households in the
Bekaa region (-50.3%), the South (-49.7%), Mount Lebanon (-47%), and Beirut (-45%). The sentiment of residents in Beirut was the
highest among all geographic regions during the second quarter of 2020, followed by households in the Bekaa, Mount Lebanon, the
South and the North. Also, the confidence level of Shiite households dropped by 59.5% quarter-on-quarter in the second quarter of 2020,
followed by the sentiment of Sunni households (-51.8%), Christian households (-47.3%) and Druze households (-32.7%). Christian
households registered the highest level of confidence in the second quarter of 2020, followed by Druze, Sunni and Shiite households.

The Byblos Bank/AUB Consumer Confidence Index is a measure of the sentiment and expectations of Lebanese consumers toward the
economy and their own financial situation. The Index is compiled, implemented and analyzed in line with international best practices
and according to criteria from leading consumer confidence indices worldwide. It is composed of two sub-indices, the Byblos Bank/AUB
Present Situation Index and the Byblos Bank/AUB Expectations Index. The first sub-index covers the current economic and financial
conditions of Lebanese consumers, and the second one addresses their outlook over the coming six months. The Byblos Bank Economic
Research and Analysis Department has been calculating the Index on a monthly basis since July 2007, with January 2009 as its base
month. The Index is based on a face-to-face monthly survey of a nationally representative sample of 1,200 males and females living
throughout Lebanon, but the April and May 2020 surveys were conducted by phone amid the coronavirus pandemic. The monthly field
survey is conducted by Statistics Lebanon Ltd, a market research and opinion-polling firm.

Byblos Bank/AUB Consumer Confidence Index*
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Source: Byblos Bank Economic Research & Analysi§Department, based on surveys conducted by Statistics Lebanon
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Consumer Price Index up 90% in June 2020

The Central Administration of Statistics' Consumer Price Index increased Annual Change in CPI (%)
by 38.8% in the first half of 2020, compared to a growth of 3.3% in the 40,
same period of 2019. Also, the CPI expanded by 89.7% in June 2020 from $0% -
the same month of 2019, and registered a double-digit increase in each ’
month so far this year. The cumulative surge in inflation in the first half 0% -
0f 2020 is due in part to the ongoing deterioration of the Lebanese pound's  60% -
exchange rate on the parallel market, which has encouraged opportunistic ~ 50% -
wholesalers and retailers to raise consumer prices disproportionately. It 40, |
also reflects the authorities' inability to monitor and contain prices. 30% -
The prices of furnishings & household equipment surged by 5.1 times an- 0% 1
nually in June 2020, followed by the prices of clothing & footwear (+4.45  10%
times), prices at restaurants & hotels (+4.42 times), alcoholic beverages 0% -
& tobacco (+3.54 times), food & non-alcoholic beverages (+3.47 times), ;3 ;Sﬂ l& '8 '8 N ,\q 9? 9? » ;\? Ny
miscellaneous goods & services (+2.9 times), recreation & entertainment §J & § $ P&
(+2.3 times), transportation (+84.7%), communication (+83.4%), health-
care costs (+10.5%), actual rents (+8.3%), imputed rents (+5.5%), edu-
cation (+4.4%), and the prices of water, electricity, gas & other fuels
(+0.3%). Also, the distribution of actual rents shows that old rents grew
by 11.1% and new rents increased by 6.4% year-on-year in June 2020.

Source: Central Administration of Statistics, Byblos Research

In parallel, the CPI increased by 20.2% in June 2020 from the previous month, compared to a month-on-month growth of 6.9% in May
2020. The prices of furnishings & household equipment increased by 110.5% month-on-month in June 2020, followed by the cost of
clothing & footwear (+57.4%), miscellaneous goods & services (+50.2%), recreation & entertainment (+47%), transportation (+41%),
prices at restaurants & hotels (+30%), food & non-alcoholic beverages (+17.4%), alcoholic beverages & tobacco (+17%), the cost of
water, electricity, gas & other fuels (+12.6%), healthcare costs (+4.4%), communication (+2.3%), actual rents (0.5%), education and
imputed rents (+0.4% each).

Further, the CPI increased by 23.4% in the Bekaa, by 22% in the South, by 21.3% in Nabatieh, by 20.4% in the North, by 20.2% in
Mount Lebanon, and by 15.4% in Beirut in June 2020. In parallel, the Fuel Price Index grew by 11% month-on-month in June 2020,
while the Education Price Index expanded marginally by 0.4% in the covered month.

Eighty six percent of Treasury securities in Lebanese pounds have five-year maturities or longer

Figures released by the Association of Banks in Lebanon (ABL) show that the face value of outstanding Treasury securities denominated
in Lebanese pounds reached LBP86,549bn, or the equivalent of $57.4bn, at the end of May 2020, compared to LBP78,705bn, or $52.2bn,
at the end of May 2019. The weighted interest rate on Lebanese Treasury securities denominated in Lebanese pounds was 6.5% in May
2020 compared to 6.33% in May 2019.

The distribution of outstanding Treasury securities denominated in Lebanese pounds at end-May 2020 shows that 15-year Treasury
bonds accounted for 1.6%, or LBP1,417bn, of total securities in Lebanese pounds; 12-year Treasury securities represented 3.6% of the
total (LBP3,076bn); and 10-year Treasury bonds had a share of 37.6% (LBP32,537bn). Also, the share of eight-year Treasury securities
was 2.1% (LBP1,832bn), seven-year Treasury bonds represented 18.5% (LBP16,016bn), five-year Treasury securities accounted for
23% (LBP19,930bn), the share of three-year Treasury bonds was 10.2% (LBP8,851bn), two-year Treasury bills represented 2%
(LBP1,672bn), one-year T-bills accounted for 1.3% (LBP1,106bn), the share of six-month T-bills was 0.08% (LBP67bn), and three-
month T-bills represented 0.05% (LBP45bn) of the total. As such, 63.4% of outstanding Treasury securities have seven-year maturities
or longer and 86.4% have five-year maturities or more.

In parallel, the face value of outstanding Treasury securities denominated in Lebanese pounds that matured in May 2020 was LBP597bn
($396m), of which 50.3% were two-year Treasury bonds, 26.1% were three-year Treasury securities, 14.6% were five-year Treasury
bonds, 3.7% were one-year T-bills, 3.4% were three-month Treasury bills, and 1.8% were six-month T-bills. According to ABL,
LBP6,970bn, or the equivalent of $4.6bn of outstanding Treasury bonds in Lebanese pounds, will mature in the remainder of 2020, while
LBP9,494bn ($6.3bn) will come due in 2021 and LBP9,570bn ($6.35bn) will mature in 2022.
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Three out of 10 Lebanese lost their jobs after COVID-19 out-

break
A study by the World Food Program (WFP) indicated that the economic Percentage of Lebanese Respondents who Lost their
and socio-political crisis in Lebanon, along with the COVID-19 pandemic, Jobs after COVID-19 Outbreak by Sector (%)

reduced the income of Lebanese households, as well as of Syrian and
Palestinian refugees in the country, and resulted in large-scale job losses.
According to the study, 62% of Lebanese households indicated that their
income declined this year, and 23% of households said that their income
was unchanged from 2019, while 5% of them reported an increase in their

Restaurants & services

income and the remaining 10% of households had to seek alternative Construction
sources to maintain their income level. In parallel, 66% of Syrian refugees

and 62% of Palestinian refugees experienced a decrease in their income Arts, entertainment,
from the previous year. accomodation & tourism

The study covers the responses of 2,418 Lebanese, as well as 887 Syrian  Trade, transport, stor age &
and 165 Palestinian refugees through web surveys between April 20, 2020 manufacturing

and May 18, 2020. The surveys covered individuals above 14 years of age.
Agriculture, forestry &

Also, 29% of Lebanese respondents indicated that they lost their job after fishing

the COVID-19 outbreak and 23% of them had their salaries reduced, while
30% of respondents said that their employment status was not affected.
Further, 10% of surveyed Lebanese indicated that they lost their job before

Profes sional services

I

the onset of the pandemic, while 8% of them experienced a reduction in 0% 10% 20% 30% 40% 50%
their salary before the virus outbreak. In comparison, 52% of Syrians and
39% of Palestinians in Lebanon lost their jobs after the virus outbreak. Source: World Food Program

In addition, 42% of Lebanese respondents reported that they borrowed money to cover their basic needs, compared to 55% of Palestinian
refugees and 61% of Syrian households who did the same. In the case of Lebanese households, 37% of respondents incurred debt in
order to pay for food, followed by rent (29%), and medical care (12%). In addition, 65% of Lebanese households resorted in the month
prior to the survey to coping strategies, such as spending less on healthcare and education, and selling productive assets, in order to meet
their most essential needs.

In parallel, 50% of Lebanese respondents expressed concerns about not having enough to eat in the month prior to the survey, compared
to 75% of Syrian and 63% Palestinian refugees who shared similar concerns. Also, 41% of Lebanese respondents considered that they
could not afford to stockpile food, compared to 64% of Syrian and 44% of Palestinian refugees who faced the same difficulty.

World Bank suspends disbursement of Bisri Dam loan

The World Bank indicated that it has partially suspended the disbursement of a $474m concessional loan under the Bisri Dam project
due to the Lebanese authorities' inadequate compliance with the requirements of the loan agreement. The Bank had given the government
until July 22, 2020 to make progress on several requirements, such as completing the ecological compensation plan, drafting a roadmap
for the plan's implementation in the medium to long terms, and reaching an agreement on the operation and maintenance of the dam with
the concerned parties. But the Lebanese government asked the World Bank to extend the July 22 deadline by three months, while the
Bank is assessing the progress that Lebanon made to date. In addition, the World Bank called on the government to maintain an open,
transparent and inclusive consultative process with all Lebanese stakeholders.

Further, the Bank reiterated its readiness to work with the government to assess the possible use of the country's existing loan portfolio,
including the undisbursed amounts under the Bisri project, more efficiently to respond to the emerging needs of the Lebanese people.

The Bisri Dam is part of the Water Supply Augmentation (WSA) project that the World Bank approved in September 2014, and that
aims to support the development of the water sector in the Greater Beirut & Mount Lebanon area, and the management of sustainable
water resources. The $617m WSA project consists of the construction of the Bisri Dam in the South with a storage capacity of 125
million cubic meters of water and its related 26 kilometer underground pipeline. The project was supposed to be financed by a $474m
concessional loan from the World Bank, a $128m loan from the Islamic Development Bank and by $15m from the Lebanese government.

Lebanese authorities had previously indicated that the costs incurred for the project until April 2020 reached $340m, and that the land

appropriations have been settled. The Ministry of Energy & Water noted that the government could incur additional costs if the contracts
are canceled, as it was liable for the loan.
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Compensation of public-sector personnel absorbs 70% of public revenues in first four months of 2020

Figures issued by the Ministry of Finance show that the compensation of public-sector personnel totaled $2.2bn in the first four months
of 2020, constituting an increase of 0.8% from $2.18bn in the same period of 2019. Salaries, wages and related benefits accounted for
62.3% of the total in the covered period, followed by retirement benefits (28.4%), end-of-service indemnities (4.8%), and transfers to
public institutions to cover salaries (4.5%).

The marginal increase in the compensation of public-sector personnel is due to a 4.1% rise in salaries, wages and related benefits, a 9.3%
growth in retirement benefits and a 34.2% expansion in transfers to public institutions to cover salaries, which were nearly offset by an
annual decline of 52% in end-of-service indemnities. The compensation of public-sector personnel represented the largest component of
current primary spending and accounted for 67.7% of such expenditures in the first four months of 2020 compared to 73.3% in the same
period of 2019. It accounted for 45% of fiscal spending in the covered period, unchanged from the same period of 2019; while it absorbed
70% of public revenues in the first four months of 2020 relative to 63.1% of government receipts in the same period of 2019.

In parallel, salaries, wages and related benefits paid to public-sector workers amounted to $1.37bn in the first four months of 2020, up
by 4.1% from $1.32bn in the same period of 2019. This category includes basic salaries, employment benefits, allowances, contributions
to civil servants' cooperatives, as well as contributions to other mutual funds providing health insurance for specific categories of civil
servants, mainly civil and religious judges, and employees at the Parliament. Salaries and benefits of military personnel reached $921.4m
and accounted for 67.2% of salaries, wages and related benefits paid to the public sector in the first four months of 2020. The salaries
and benefits of personnel in public education followed with $234.2m (17.1% of the total), then civil staff with $135.3m (9.9%), the gov-
ernment's contribution to the employees' cooperative with $63.7m (4.6%), and the salaries and benefits of customs employees with $16m
(1.2%).

Also, the Lebanese Army's salaries totaled $592.4m in the first four months of 2020 and represented 64.3% of the salaries and benefits
of military personnel. The salaries of the Internal Security Forces followed with $254.7m (27.6%), those of the General Security Forces
with $55.1m (6%), and the salaries of State Security Forces with $19.2m (2.1%).

In addition, the breakdown of salaries, wages and related benefits paid to public-sector employees shows that allowances increased by
$67.7m annually, and benefits and other payments given to non-military bodies rose by $30m; while basic salaries regressed by $43.1m
year-on-year. Benefits include payments for transportation, overtime and family-related benefits, while other payments to non-military
bodies include bonuses, and the State's contribution to the Mutual Funds and to the National Social Security Fund, among others. Basic
salaries declined by 4.2% annually to $981.8m in the first four months of 2020, allowances rose by 40% to $236.8m, and benefits and
other payments grew by 27.8% year-on-year to $137.3m in the first four months of 2020.

Tourist receipts up 2% to $9bn in 2019
Figures released by Bar}que du Libat} show thgt tourism receipts in Net Tourism Receipts in Lebanon (% of GDP)
Lebanon totaled $8.6bn in 2019, constituting an increase of 2.3% from
$8.4bn in 2018 and representing their highest level in the 2002-19 pe-
riod. They were equivalent to 16.5% of GDP in 2019, relative to 15.3% 9% 1

of GDP in 2018. Tourism revenues amounted to $1.8bn in the first 8% A
quarter of 2019, $2.3bn in the second quarter, $2.9bn in the third quar- 7% |
ter, and $1.6bn in the fourth quarter of last year. 6% -

5% |
Further, tourism receipts in the first three quarters of 2019 reached 4% |

their highest level for the first nine months of a year between 2002 and
2019. This was due to the increase in the number of incoming visitors
to Lebanon in the first nine months of last year, which reached their
highest level since 2010. However, tourism receipts in the fourth quar-
ter of the year stood at their lowest level since the first quarter of 2017,
as the number of tourist arrivals was at its lowest quarterly level since

the first quarter of 2016. Tourism revenues in Lebanon averaged
$7.3bn annually between 2009 and 2019. Source: Banque du Liban, Central Administration of Statistics, In-
stitute of International Finance, Byblos Research
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In parallel, outbound tourism spending from Lebanon reached $6.7bn in 2019, and increased by 6.6% from $6.3bn in 2018. It was
equivalent to 12.8% of GDP last year compared to 11.4% of GDP in 2018. It totaled $1.37bn in the first quarter, $1.7bn in the second
quarter, $2.2bn in the third quarter, and $1.42bn in the fourth quarter of 2019. In addition, outbound tourism spending in 2019 reached
its highest level during the 2002-19 period. It averaged $5bn annually between 2009 and 2019.

As such, net tourism receipts totaled $1.9bn last year and decreased by 10.3% from $2.1bn in 2018. Net tourism receipts in Lebanon in

2019 constituted their third lowest level between 2002 and 2019. They averaged $2.3bn annually between 2009 and 2019, while they
were equivalent to 3.7% of GDP in 2019, down from 4% of GDP in 2018.
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Council of Ministers retains three firms to audit Banque du Liban

The Council of Ministers approved on July 21, 2020 the proposal of the Ministry of Finance to contract U.S.-based turnaround manage-
ment firm Alvarez & Marsal LLC to carry out a forensic audit of the accounts of Banque du Liban (BdL). It also confirmed that it would
hire international accounting firm KPMG to conduct a financial audit of BdL's accounts, as well as management consulting firm Oliver
Wyman to perform a management audit of BdL. It added that the contracts between the Lebanese Republic and the three companies
will be finalized within a week. It noted that the three firms may take between three to six months to complete the audit.

In April 2020, the Council of Ministers approved the proposal of the Ministry of Finance to sign consensual agreements with KPMG
and Oliver Wyman, as well as with the global provider of risk solutions Kroll, in order to audit BdL's accounts, but the decision to hire
Kroll was revoked due to political opposition.

BdL's interim balance sheet totaled $151.8bn on July 15, 2020. Assets in foreign currency stood at $30.8bn at mid-July 2020 and declined
by 17.4% from $37.3bn at end-2019. They included $5bn in Eurobonds. Further, the value of BdL's gold reserves reached $16.7bn at
mid-July 2020, constituting a rise of 19.7% from $13.9bn at end-2019. In addition, the securities portfolio of BdL totaled $38.8bn at
mid-July 2020. Also, loans to the local financial sector stood at $14.6bn and deposits of the financial sector reached $110.1bn at mid-
July 2020, while public sector deposits at BAL totaled $4.5bn.

Coincident Indicator down 31% in first five months of 2020

Banque du Liban's Coincident Indicator, an index of economic activity in Lebanon, stood at 162.8 points in May 2020, compared to
172.5 in April 2020 and 297.4 in May 2019, and reached its lowest level since September 2006. The Coincident Indicator, an average
of eight weighted economic indicators, decreased by 5.6% month-on-month and regressed by 45.3% year-on-year in May 2020. The
annual decline in the indicator in May 2020 is the second steepest on record following a year-on-year decrease of 45.4% in April 2020,
and reflects the deterioration of economic and financial conditions despite the gradual easing of coronavirus-related lockdown measures
that started on April 27.

The indicator averaged 210.5 in the first five months of 2020, constituting a decline of 30.6% from an average of 303.4 in the same
period of 2019 and representing its lowest level for the first five months of a year since 2008. The drop in the indicator is the steepest
on record in the first five months of a year since BAL launched the indicator in 1993. The indicator averaged 254 in the 12 months
ending May 2020, compared to an average of 265.1 in the 12-month period ending April 2020 and to an average of 303.1 in the 12
months ending May 2019. As a result, the 12-month average coincident indicator declined by 4.2% month-on-month and regressed by
16.2% year-on-year.

In parallel, the indicator regressed 19 times and improved nine times in the month of May since 1993. It averaged 256.6 points in 2012,
264.7 points in 2013, 273.2 points in 2014, 278.6 points in 2015, 289.5 points in 2016, 305.9 points in 2017, 307.7 points in 2018, and
292.6 points in 2019.

Industrial exports down 22% to $680m in first four months of 2020

Figures released by the Ministry of Industry show that industrial exports totaled $680.4m in the first four months of 2020, constituting
a decline of 21.8% from $870.1m in the same period of 2019. Industrial exports reached $120.2m in April 2020, dropping by 29.2%
from $169.7m in March 2020 and falling by 43% from $210.5m in April 2019. Exports of prepared foodstuffs & tobacco amounted to
$133.5m and accounted for 19.6% of aggregate industrial exports in the first four months of 2020, followed by machinery & mechanical
appliances with $123.4m (18.1%), chemical products with $109m (16%), base metals with $98.6m (14.5%), pearls or semi-precious
stones with $36.2m (5.3%), and plastics & rubber with $34.4m (5.1%). Arab countries were the destination of 51.8% of Lebanese in-
dustrial exports in the first four months of 2020, followed by European economies with 22.4%, African economies with 12.2%, Asian
countries with 6.7%, countries in the Americas with 5%, and markets in Oceania with 0.9%.

On a country basis, Saudi Arabia was the main destination of Lebanese industrial exports and accounted for 10.7% of the total in the
first four months of 2020, followed by the UAE with 9.9%, Iraq with 7.7%, Qatar with 4.8%, Greece with 4.3%, Egypt with 4.2%, Syria
with 3.6% and Jordan with 3.5%. In April 2020, 11 Arab states, eight European economies, three African countries, and two countries
in each of Asia and the Americas imported $1m or more each of Lebanese industrial products.

In parallel, imports of industrial equipment and machinery reached $35m in the first four months of 2020, constituting a decline of
50.7% from $70.8m in the same period of 2019. Italy was the main source of such imports and accounted for 48.5% of the total in the
first four months of 2020, followed by China with 15% and Germany with 9.3%. Further, imports of industrial equipment and machinery
amounted to $5.6m in April 2020, down by 40.4% from $9.4m in March 2020 and by 65% from $16m in April 2019. China was the
main source of such imports with $1.7m and accounted for 30% of the total in the covered month, followed by Germany with $1.1m
(19.8%), and Italy with $813,800 (14.6%).
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Lebanon in the News

Outward greenfield foreign direct investments at $316m in 2019,
equivalent to 0.6% of GDP

Figures compiled by fDi Markets and released by the United Nations Con- Outward Greenfield FDI from Arab Countries ($m)

ference on Trade and Development (UNCTAD) show that Lebanon was the 2019 2018 Change (%)
source of 34 greenfield foreign direct investments (FDI) for a total of  gaudi Arabia 21,214 4,120 414.9%
$316.1m in 2019, compared to 17 projects worth $156.4m in 2018. The Qatar 18,942 6,929 173.4%
number and amount of outward greenfield FDI doubled in 2019. In com-  (AE 14,913 28,840 -48.3%
parison, outward Lebanese greenfield FDI stood at $1.04bn in 2017 (12 Morocco 3,255 1,153 182.4%
projects), $569m in 2016 (nine projects), $733.8m in 2015 (17 projects), Egypt 1,684 892 88.7%
$216.5m in 2014 (17 projects), and $204.6m in 2013 (seven projects). Bahrain 836 148 466.6%
Kuwait 553 3,137 -82.4%
The FDI figures cover cross-border greenfield projects that lead to the direct ~ Qman 449 466 3.6%
creation of jobs and capital investment. They include joint ventures when [ ebanon 316 156 102.1%
these transactions lead to a new physical greenfield operation. The figures  Tunisia 126 104 21.5%
exclude mergers and acquisitions and other equity investments. fDi Markets Iraq 96 52 85.99%,
is a database that tracks cross-border greenfield investments across the  jordan 77 179 -57.0%
world, and is owned by the Financial Times Group. Palestine 47 35 33.3%
Libya 15 13 9.8%
Globally, the amount of outward Lebanese greenfield FDI was the 53™ Algeria R 303.7 R
smallest in nominal terms among 117 economies with a GDP of $10bn or  o¢al 62,522 46,528 34.4%

more, as well as the sixth smgllest among 14 Ara.b countries. Lebanon was Source: Di Markets, UNCTAD, Byblos Research
among 57 countries that registered an increase in the amount of outward

greenfield FDI in 2019. Also, Lebanon was the source of $264.5m in green-

field FDI to the Arab region in 2019 relative to $115.7m in 2018.

In parallel, the number of greenfield FDI projects from Lebanon was the 42°¢ highest globally in 2019 and the third highest number re-
gionally, behind the UAE (256 projects) and Saudi Arabia (49 projects). Also, Lebanon was among 53 countries worldwide that registered
arise in the number of outward greenfield FDI projects last year.

In addition, the amount of outward greenfield FDI from Lebanon accounted for 0.51% of total greenfield FDI from Arab countries last
year relative to 0.34% in 2018. It also represented 0.5% of total flows from West Asian countries, up from 0.33% in 2018. Further, the
amount of outward Lebanese greenfield FDI was equivalent to 0.6% of GDP in 2019, the seventh lowest such ratio in the Arab world,
ahead of only Kuwait (0.4% of GDP), Palestine and Tunisia (0.3% of GDP each), Jordan (0.2% of GDP), and Iraq and Libya (0.04% of
GDP each).

Compensation of public-sector personnel absorbs 50% of current spending in first four months of 2020

Figures issued by the Ministry of Finance show that public expenditures reached $4.9bn in the first four months of 2020, constituting an
increase of 1.1% from $4.84bn in the same period last year. Current expenditures stood at $4.4bn, and accounted for 90% of public
spending. They included $2.2bn in compensation of public-sector personnel, $1.15bn in debt servicing, and $386.7m in transfers to Elec-
tricité du Liban (EdL). Also, the compensation of public-sector personnel represented 50% of current spending and 45% of total public
expenditures, debt servicing accounted for 25.3% of current spending and for 22.8% of total public expenditures, and transfers to EdL
represented 8.8% of current spending and 7.9% of total public expenditures. In addition, current expenditures grew by 0.6% annually in
the first four months of 2020, as the compensation of public-sector personnel increased by 0.8% year-on-year; while debt servicing de-
clined by 17.7% annually in the covered period and transfers to EdL dropped by 23.7% year-on-year. The decrease in debt servicimg
was due to the government's decision to suspend all payments on its outstanding Eurobonds starting in March 2020, while the decline in
transfers to EAL was the result of a 23.8% decrease in the reimbursements for the purchase of natural gas, fuel and gas oil. Further,
transfers to the Higher Council of Relief stood at $49.8m in the first four months of 2020, spending on medicine surged by five times
year-on-year to $49.8m, and transfers to hospitals rose by 4.3 times to $169.2m in the covered period, mainly due to the COVID-19 out-
break. As such, direct pandemic-related spending totaled $268.7m in the first four months of 2020, and accounted for 6.1% of current
spending and for 5.5% of total public expenditures in the covered period. Consequently, current primary expenditures, which represent
current spending that excludes debt servicing, rose by 9.1% to $3.25bn annually in the first four months of 2020.

In parallel, capital expenditures stood at $171.1m in the first four months of 2020, constituting a decline of 12.7% from $196.4m in the
same period last year, and accounted for 3.5% of public spending. Capital expenditures included $96.2m in "construction in progress"
spending that rose by 11% year-on-year, as well as maintenance costs that dropped by 43% annually in the covered period, among other
items. Also, "construction in progress" expenses, which include projects under the supervision of the Council for Development and Re-
construction, accounted for 56.2% of capital expenditures and for 2% of total public spending; while maintenance costs represented
27.5% of capital expenditures and 1% of total public spending in the first four months of the year.

Further, budget advances surged by five times annually to $22.6m in the first four months of 2020 and represented 0.5% of public spend-
ing. The Finance Ministry did not provide any details on the nature and the breakdown of such advances. It indicated that it will normalize
this category at a later stage, at which time "budget advances" willbe classified according to their respective categories in the budget.
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Two Lebanese banks exist Iraqi market

The Central Bank of Iraq (CBI) approved on June 21, 2020 the request of Crédit Libanais sal and Fransabank sal to close their branches
in Iraq. The CBI indicated that its decision is conditional on the two banks fulfilling all their obligations towards depositors, customers
and employees in the country. Crédit Libanais and Fransabank submitted their request to exit the Iraqi market to the CBI on May 28 and
on June 5, 2020, respectively.

The two banks' decision was due to the CBI's introduction on November 11, 2019 of new requirements for foreign banks operating in
the country. The CBI required banks to cap at 30% the percentage of deposits in foreign currency or at 20% the share of equity that the
banks can invest outside of Iraq, and gave the banks until the end of 2019 to abide by the new conditions. In addition, the CBI imposed
on May 21, 2020 stricter capital and liquidity measures on Lebanese banks specifically, after the downgrade of Lebanon's sovereign
rating to 'Selective Default'. It first requested Lebanese banks operating in Iraq, which have not yet met the end of 2019 deadline for the
ceilings on foreign currency liquidity outside Iraq, to immediately transfer the required amount of deposits or capital to the country. It
also asked the branches of Lebanese banks in Iraq to transfer all of their deposits that are kept abroad to correspondent banks that are
rated 'B' or higher, and to place them in an account at correspondent banks that is separate from the account of their parent banks that
are rated lower than 'B'.

The eight remaining Lebanese banks in Iraq are Byblos Bank, BankMed, Bank Audi, BBAC, BLOM Bank, MEAB Bank, Banque
Libano-Frangaise and IBL Bank.

Launch of new program to support seed stage startups

Venture capital firm Nucleus Ventures launched a seed-stage initiative named the Nucleus Program that aims to provide Lebanese en-
trepreneurs with the resources and mentorship to build and expand their businesses. The seed program will allocate, with the backing of
the British Embassy in Lebanon and in partnership with the U.K. Aid-funded Lebanese Enterprise and Employment program, between
$5,000 and $100,000 in seed funding to each startup on a case by case basis. The funding will be disbursed progressively as startups
demonstrate progress.

Under the program, entrepreneurs will have access to mentors that would guide them, as well as to local and international dealmakers
that would help them tap international networks. The program will provide tailored support to early-stage entrepreneurs both virtually
through its online platform and in-person. Interested entrepreneurs may apply for the program starting on July 27, 2020.

Nucleus Ventures, which currently operates the UK Lebanon Tech Hub, is a newly-launched company that is operated by private investors
and that is no longer part of Banque du Liban's Circular 331 that aimed to promoting the knowledge economy in Lebanon.

AM Best affirms ratings of Arabia Insurance

Insurance rating agency AM Best affirmed the Financial Strength Rating of Arabia Insurance Company sal at 'B++' (Good), and its long-
term Issuer Credit Rating (ICR) at 'bbb', with a 'negative' outlook on the ratings. It noted that the ratings reflect the insurer's strong
balance sheet, as well as its adequate operating performance, appropriate enterprise risk management (ERM), and neutral business
profile. It said that the strength of the balance sheet is underpinned by the company's solid capital generation in recent years, and takes
into account its good geographical diversification in nine Arab countries, which insulates the insurer from the very high political,
economic and financial risks in Lebanon. But it attributed the 'negative' outlook to pressures on the company's balance sheet from the
rising level of financial leverage with short-term maturities, which exposes the group to significant refinancing risks.

Further, the agency pointed out that the insurer has one of the most geographically-diverse underwriting portfolios in the Middle East,
although its position in key markets is relatively small and concentrated in specific lines of business. It considered that political and reg-
ulatory risks are the most significant threats that the insurer faces, given that the group is domiciled in Lebanon and operates in a number
of markets in the Middle East with increasing regulatory requirements.

Al-Bayan magazine's annual survey of the Insurance sector in Lebanon ranked Arabia Insurance in 16" and 15" place in 2019 in terms
of life and non-life premiums, respectively. The firm's non-life premiums increased by 14% to $25.1m in 2019, while its life premiums
grew by 95.4% to $3.8m last year. It had a share of 2.2% share of the local non-life market and a 0.8% share of the life market in 2019.
The company had a 1.8% market share of the Lebanese insurance market in 2019, ranking it in 17 place in terms of life and non-life
premiums.
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Ratio Highlights

(in % unless specified) 2017 2018
Nominal GDP ($bn) 53.1 55.0
Public Debt in Foreign Currency / GDP 57.2 60.9
Public Debt in Local Currency / GDP 92.5 94.0
Gross Public Debt / GDP 149.7 154.9
Total Gross External Debt / GDP** 190.3 192.8
Trade Balance / GDP (3L.5) (31.0)
Exports / Imports 14.5 14.8
Fiscal Revenues / GDP 21.9 21.0
Fiscal Expenditures / GDP 28.9 324
Fiscal Balance / GDP (7.1) (11.4)
Primary Balance / GDP 2.7 (1.2)
Gross Foreign Currency Reserves / M2 68.2 63.8
M3/ GDP 260.8 257.1
Commercial Banks Assets / GDP 413.7 453.9
Private Sector Deposits / GDP 317.4 317.1
Private Sector Loans / GDP**** 112.3 108.1
Private Sector Deposits Dollarization Rate ~ 68.7 70.6
Private Sector Lending Dollarization Rate 68.6 69.2

*change in percentage points 19/18;

2019
522
64.6
110.9
175.6
196.3
(29.7)
19.4
19.5
29.7
(10.3)
(0.5)
70.2
257.7
4153
304.3
95.3
76.0
68.7

Change*
(2.76)
3.71
16.95
20.66
3.50
1.27
4.62
(1.53)
(2.62)
1.09
0.65
6.38
0.59
(38.64)***
(12.76)
(12.71)
5.41
(0.50)

**includes portion of public debt owed to non-residents, liabilities to non-resident banks, non-resident deposits (estimated by the

IMF), Bank for International Settlements' claims on Lebanese non-banks; ***The decline in assets in 2019 is mainly due to the "netting" on the assets and liabilities’
sides of the consolidated balance sheet of commercial banks as part of the implementation of international accounting standard IFRS 7; **** in January 2018,
Lebanese banks started reporting their financials based on international accounting standard IFRS 9, and revised the 2017 figures accordingly

Source: Association of Banks in Lebanon, Institute of International Finance, Central Administration of Statistics, Byblos Research Estimates & Calculations

Note: M2 includes money in circulation and deposits in LBP, M3 includes M2 plus Deposits in FC and bonds

National Accounts, Prices and Exchange Rates

2018 2019e
Nominal GDP (LBP bn) 82,854 81,361
Nominal GDP (US$ bn) 55.0 51.7
Real GDP growth, % change -1.9 -7.3
Domestic demand -0.3 -6.4
Private consumption -1.3 -7.1
Public consumption 6.7 1.5
Gross fixed capital -1.8 -10.7
Exports of goods and services 0.5 -5.0
Imports of goods and services 1.1 -4.5
Consumer prices, %, end-period 3.9 6.9
Official exchange rate, average, LBP/US$ ~ 1,507.5 1,507.5
Parallel exchange rate, average, LBP/USS$ n/a 1,620
Weighted average exchange rate LBP/US$ ~ 1,507.5 1,575

Source: Instiute of International Finance- July 27, 2020

Ratings & Outlook

Sovereign Ratings Foreign Currency

LT ST Outlook
Moody's Investors Service Ca NP Stable
Fitch Ratings RD C -
S&P Global Ratings SD SD -
Capital Intelligence Ratings SD SD -

*for downgrade
**CreditWatch negative
Source: Rating agencies

Banking Sector Ratings
Moody's Investors Service

Source: Moody's Investors Service
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145,620

344

-16.4
-20.5
-13.2
-52.4
-17.6
-33.6
-32.0

162.2

1,507.5

5,476
4227

Local Currency
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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

Lebanon This Week 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 exclusive property of Byblos Bank sal, and are protected pursuant to
copyright and trademark laws. No material from Lebanon This Week 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 authorization 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 re-
liable. 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 infor-
mation only. Byblos Bank sal accepts no liability of any kind for any loss resulting from the use of this publication or any materials con-
tained herein.

The consequences of any action taken on the basis of information contained herein are solely the responsibility of the person or organ-
ization 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.
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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) 1 335200

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.Ib

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

Baghdad Branch, Iraq
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Basra Branch, Iraq
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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
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Phone: (+374) 10 530362 Fax: (+374) 10 535296
E-mail: infoarm@byblosbank.com
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(+234) 808 8399122
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Phone: (+44) 20 7518 8100

Fax: (+44)207518 8129

E-mail: byblos.london@byblosbankeur.com
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Byblos Bank Europe S.A., Paris Branch

15 Rue Lord Byron

F- 75008 Paris - France

Phone: (+33) 14563 1001

Fax: (+33) 14561 1577
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Limassol Branch

1, Archbishop Kyprianou Street, Loucaides Building
P.O.Box 50218
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Phone: (+357) 25 341433/4/5 Fax: (+357) 25367139
E-mail: byblosbankcyprus@byblosbank.com.lb
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P.O.Box: 90-1446
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Phone: (+961) 1256290
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