
  

  

  

 

  

 Your Investment Reference   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

THE  

LEBANON BRIEF 

 

 

ISSUE 865 

Week of 07-12 April, 2014 

 

 

 

 

ECONOMIC RESEARCH DEPARTMENT 

Rashid Karame Street, Verdun Area  

P.O.Box 11-1540 Beirut, Lebanon 

T (01) 747802   F (+961) 1 737414 

research@blominvestbank.com   

     www.blom.com.lb 

 

S A L



 The Lebanon Brief  Table Of Contents  Page 2 of 14 

 

ISSUE 865; Week of 07-13 April, 2014 

 

 

S A L

TABLE OF CONTENTS 

 

 

FINANCIAL MARKETS 3 

Equity Market 3 

Foreign Exchange Market 5 

Money & Treasury Bills Market 5 

Eurobond Market 6 

 

ECONOMIC AND FINANCIAL NEWS 7 

BDL’s Total Assets Edge up by 0.2% to $80.29B by March 7 

Trade Balance Deficit at $3.11B by February 2014 7 

Value of Kafalat Guarantees Reaches $26.8M by March 2014 8 

Pharmaceutical Expenditures Projected at $1.46B in 2014 9 

Lebanon Ranks 82
nd

 out of 138 on the Enabling Trade Index 2014 10 

 

CORPORATE DEVELOPMENTS 11 

BLC’s Net Profit Rose to $42.11M in 2013 11 

 

FOCUS IN BRIEF 12 

Lebanese versus U.S. interest rates: a decade in review 12 

           

This report is published for information purposes only. The information herein has been compiled from, or based upon sources we believe to be 

reliable, but we do not guarantee or accept responsibility for its completeness or accuracy. This document should not be construed as a 

solicitation to take part in any investment, or as constituting any representation or warranty on our part. The consequences of any action taken 

on the basis of information contained herein are solely the responsibility of the recipient. 



 The Lebanon Brief    Page 3 of 14 

 

ISSUE 865; Week of 07-13 April, 2014 

 

 

S A L

FINANCIAL MARKETS 

Equity Market 

Stock Market 

 

 11/04/2014 04/04/2014 % Change 

BLOM Stock Index* 1,206.75 1,218.85 -0.99% 

Average Traded Volume 74,000 83,500 -11.38% 

Average Traded Value 590,164 885,358 -33.34% 

*22 January 1996 = 1000 

 
  

 

The Beirut Stock Exchange (BSE) posted negative 

performance this week on emerging protests over 

financing the salary scale rise. The BLOM Stock 

Index (BSI) lost a weekly 0.99% to end the week at 

1,206.75 points, tightening its year to date gain to 

4.93%.  

 

The daily average volume and value of trades 

revealed respective declines from 83,500 shares and 

$885,358 last week to 74,000 shares and $590,164 

this week. The market capitalization during this week 

narrowed $97.15M to $9.69B. 

 

On a comparative scale, the BSI was outpaced this 

week by some of its regional peers. The Morgan 

Stanley (MSCI) emerging index gained a weekly 

2.16% to close on Friday at 1,021.74 points. 

Meanwhile, the S&P AFE40 increased 1.59% to 72.78 

points and the S&P Pan Arab Composite 

LargeMidCap Index rose by 1.28% to 151.34 points.  

 

 

The majority of Arab bourses closed in the green 

with Abu Dhabi standing as the week’s best 

performer with a 5.05% improvement. Dubai and 

Qatar followed with respective weekly rises of 4.79% 

and 3.45%. In contrast, the BSE showed the worst 

performance among regional stock exchanges and 

was trailed by Saudi Arabia and Amman bourses that 

retreated by 0.35% and 0.01%, respectively.  

 

The banking sector kept on dominating the BSE’s 

weekly trading activity, grasping 58.85% of total 

traded value. The real estate sector contributed for 

40.79% meanwhile the industrial sector took the 

remaining 0.37%. 

 

In the banking sector, BLOM listed shares traded 

over the week without any change in price, noting 

that the shares started to trade ex-dividend on Friday 

April 11, 2014. As for BLOM GDRs, they posted a 

1.50% weekly progress to close at $9.49. Audi 

shares revealed negative weekly performance with 

the common shares edging down by 5.69% to end 

the week at $6.13, while the GDRs slipped 0.78% 

from last week to settle at $6.40. 

 

Banking Sector 

 Mkt 11/04/2014 04/04/2014 %Change 

BLOM (GDR) BSE $9.49 $9.35 1.50% 

BLOM Listed BSE $9.01 $9.01 0.00% 

BLOM (GDR) LSE $9.06 $9.30 -2.63% 

Audi (GDR) BSE $6.40 $6.45 -0.78% 

Audi Listed BSE $6.13 $6.50 -5.69% 

Audi (GDR) LSE $6.30 $6.50 -3.08% 

Byblos (C) BSE $1.67 $1.67 0.00% 

Byblos (GDR) LSE $73.00 $73.00 0.00% 

Bank of Beirut (C) BSE $19.00 $19.00 0.00% 

BLC (C) BSE $1.85 $1.85 0.00% 

Fransabank (B) OTC $28.00 $28.00 0.00% 

BEMO (C) BSE $1.82 $1.82 0.00% 

  

 

 

Mkt 

 

 

 

11/04/2014 

 

 

 

04/04/2014 

 

 

 

% Change 

Banks’ Preferred Shares 

Index * 

  105.92 106.20 -0.26% 

BEMO Preferred 2006 BSE $100.00 $100.00 0.00% 

Audi Pref. E BSE $102.50 $102.50 0.00% 

Audi Pref. F BSE $100.00 $102.50 -2.44% 

Audi Pref. G BSE $99.00 $99.00 0.00% 

Audi Pref. H BSE $100.00 $100.00 0.00% 

Byblos Preferred 08 BSE $101.50 $101.50 0.00% 

Byblos Preferred 09 BSE $103.10 $103.10 0.00% 

Bank of Beirut Pref. E BSE $27.00 $27.00 0.00% 

Bank of Beirut Pref. I BSE $26.40 $26.40 0.00% 

Bank of Beirut Pref. H BSE $26.84 $26.84 0.00% 

BLOM Preferred 2011 BSE $10.19 $10.19 0.00% 

BLC Pref C BSE $100.50 $100.50 0.00% 

Bemo Preferred 2013 BSE $100.00 $101.50 -1.48% 

* 25 August 2006 = 100 
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Real Estate 

 Mkt 11/04/2014 04/04/2014 %Change 

Solidere (A) BSE $12.85 $12.92 -0.54% 

Solidere (B) BSE $12.85 $12.85 0.00% 

Solidere (GDR) LSE $12.84 $12.50 2.72% 
 

BLOM Preferred Shares Index (BPSI) lost 0.26% to 

105.92 points triggered by weekly declines of the 

preferred shares of Audi class “E” and those of 

BEMO class 2013. The former fell 2.44% to 

$100.00, while the latter declined by 1.48% to 

$100.00.  

 

Manufacturing Sector 

 

 Mkt 11/04/2014 04/04/2014 %Change 

HOLCIM Liban BSE $13.57 $13.55 0.15% 

Ciments Blancs (B) BSE $3.50 $3.50 0.00% 

Ciments Blancs (N) BSE $2.75 $2.75 0.00% 
 

On the London Stock Exchange (LSE), the Global 

Depository Receipts (GDR) of BLOM Bank and Audi 

Bank decreased by 2.63% and 3.08% to close at 

$9.06 and $6.30, respectively. Meanwhile, Solidere 

GDRs added a weekly 2.72% to close at $12.84. 

Funds 

 

 Mkt 11/04/2014 04/04/2014 % Change 

BLOM Cedars Balanced  

Fund Tranche “A” 
----- 

$7,120.09 $7,101.24 0.27% 

BLOM Cedars Balanced  

Fund Tranche “B” 

----- 
$5,165.51 $5,151.83 0.27% 

BLOM Cedars Balanced 

Fund Tranche “C” 

----- 
$5,407.76 $5,393.44 0.27% 

BLOM Bond Fund ----- $9,568.62 $9,568.62 0.00% 

 

 

 

In the real estate sector, Solidere “B” shares traded 

over the week maintaining their previous weekly 

closing of $12.85. Meanwhile, the class “A” 

decreased by 0.54% to converge at the same price 

of $12.85. 

 

Within the industrial sector, HOLCIM shares 

recovered some of their previous losses and added 

0.15% on Thursday to close at $13.57. 

 

Finally, the future activity on the Beirut Stock 

Exchange will depend on the agreement reached 

over financing the salary scale rise. If the rise won’t 

heavily burden the fiscal position then a positive 

performance could be foreseen in the coming 

weeks. 

Retail Sector 

 

 

 

Mkt 

 

11/04/2014 

 

04/04/2014 

 

% Change 

RYMCO BSE $3.50 $3.50 0.00% 

ABC (New) OTC $33.00 $33.00 0.00% 

 

Tourism Sector 

 
 

 Mkt 11/04/2014 04/04/2014 % Change 

Casino Du Liban OTC $425.00 $425.00 0.00% 

SGHL OTC $7.00 $7.00 0.00% 
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Foreign Exchange Market 

Lebanese Forex Market 

 11/4/2014 4/4/2014 % Change 

Dollar / LP  1,509.00   1,507.00  0.13% 

Euro / LP  2,093.16   2,065.88  1.32% 

Swiss Franc / LP  1,720.50   1,688.89  1.87% 

Yen / LP  14.82   14.51  2.14% 

Sterling / LP  2,527.78   2,501.55  1.05% 

NEER Index** 130.07 129.86 0.16% 

*Close of GMT 09:00+2 

**Nominal Effective Exchange Rate; Base Year Jan 2006=100 

**The unadjusted weighted average value of a country’s currency relative to all major 

currencies being traded within a pool of currencies. 

The Lebanese pound retreated against the dollar this week as 

its peg against the greenback went from $/LP 1505-1509 with 

a mid-price of $/LP 1507 to $/LP 1507-1511 with a mid-price of 

$/LP 1509. Foreign assets (excluding gold) at the Central Bank 

stood at $36.3B by March compared to $36.22B by February. 

Meanwhile, the dollarization rate of private sector deposits 

stood at 66.1% in December compared to 65.7% a month 

earlier. 

 

Nominal Effective Exchange Rate (NEER) 

 

After several weeks of gaining ground against the euro, the 

dollar reversed the trend over the past week. The slide in the 

dollar came about as the Fed suggested that a near-hike in 

interest rates is unlikely, despite pursuing the tapering in its 

bond purchases.   

 

With interest rates expected to remain low, the price of gold 

rose by 1.59% from $1,302.12 an ounce on the 4th of April to 

$1,322.85 an ounce on the 11th of April, 2014. Demand for the 

metal was also boosted as US equities came under pressure.  

By Friday April 11, 2014, 12:30 pm Beirut time, the Euro 

gained 1.32% to reach €/$ 1.3885. As for the dollar-pegged 

LP, it depreciated to €/LP 2,093.16   from a previous €/LP 

2,065.88.  The Nominal effective exchange Rate (NEER) 

registered a 0.16% uptick over the cited period to 130.07 

points, while its year-to-date gain stood at 25.30%. 

Money & Treasury Bills Market 

Money Market Rates 

 

Treasury Yields 

 28/03/2014 21/03/2014 Change bps 

3-M TB yield 4.39% 4.39% 0 

6-M TB yield 4.87% 4.87% 0 

12-M TB yield 5.08% 5.08% 0 

24-M TB coupon 5.84% 5.84% 0 

36-M TB coupon 6.50% 6.50% 0 

60-M TB coupon 6.74% 6.74% 0 
 

 28/03/2014 21/03/2014 Change bps 

Overnight Interbank 2.75 2.75 0 

BDL 45-dayCD 3.57 3.57 0 

BDL 60-day CD 3.85 3.85 0 

During the week ending March 27, 2014, broad Money M3 

increased by LP 464B ($307M), to reach LP 169,191B 

($112.23B). M3 growth rate reached 6.18% year-on-year and 

0.97% on a year-to-date basis. As for M1, it regressed by LP 

14B ($9M) due to the increase of demand deposits by LBP 

57B ($38M) and the decrease of LP 71B ($47M) in money in 

circulation.  

Total deposits (excluding demand deposits) advanced by LP 

478B ($317M), given the LP 66B rise in term and saving 

deposits in domestic currency and the $273M increase in 

deposits denominated in foreign currencies. Over the above 

mentioned period, the broad money dollarization went from a 

previous 58.86% to 58.94%. According to the Central Bank, 

the overnight interbank rate stood at 2.75% at the end of 

January 2014.  

 

In the TBs auction held on April, 3rd 2014, the Ministry of 

Finance raised LP706.11B ($468M) through the issuance of 

1Year (1Y), 2Y and 3Y Treasury Bills. The highest demand was 

witnessed on the 1Y bills, capturing 46% of total 

subscriptions, while the 2Y and 3Y notes captured respective 

shares of 15% and 39%. The 1 Year bills yielded 5.35% while 

the average coupon rate for 2Y and 3Y notes stood at 5.84% 

and 6.50%, respectively.  
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Eurobond Market 

Eurobonds Index and Yield 

 10/04/2014 03/04/2014 Change Year to Date 

BLOM Bond Index (BBI)* 106.420 106.45 -0.03% 0.74% 

Weighted Yield** 5.51% 5.52% 0 49 

Weighted Spread*** 396 377 19 -34 

*Base Year 2000 = 100; includes US$ sovereign bonds traded on the OTC market   

** The change is in basis points           ***Against US Treasuries (in basis points) 
 

 Eurobonds Lebanese Government 

 

Maturity - Coupon 10/04/2014 

Price* 

03/04/2014 

Price* 

Weekly 

Change

%  

10/04/4002 

Yield 

03/04/2014

Yield  

Weekly  

Change bps 

2015, Jan -   5.875% 101.83 101.90 -0.06%  3.42% 3.40% 2 

2015, Aug -   8.500% 106.20 106.34 -0.13%  3.65% 3.61% 3 

2016, Jan -   8.500% 107.70 107.73 -0.03%  3.96% 3.99% -3 

2016, May - 11.625% 114.76 114.75 0.01%  4.16% 4.23% -6 

2017, Mar - 9.000% 111.48 111.46 0.02%  4.77% 4.80% -3 

2018, Jun - 5.150% 100.18 100.38 -0.20%  5.10% 5.05% 5 

2020, Mar - 6.375% 102.98 103.03 -0.05%  5.77% 5.76% 1 

2021, Apr -   8.250% 112.55 112.50 0.05%  6.03% 6.04% -1 

2022, Oct - 6.100% 98.82 98.74 0.08%  6.28% 6.29% -1 

2023, Jan - 6.00% 97.41 97.41 -0.01%  6.39% 6.39% 0 

2024, Dec -   7.000% 103.49 103.45 0.04%  6.54% 6.54% -1 

2026, Nov - 6.600% 99.37 99.75 -0.38%  6.67% 6.63% 5 

2027, Nov - 6.75% 99.89 99.82 0.08%  6.76% 6.77% -1 

*Bloomberg Data 
 

 

This week was characterized by a slow activity on the Eurobond market, if not for the exchange offer completed on notes maturing 

in April 2014 against new longer-dated ones. The BLOM Bond Index (BBI) posted a 0.03% slip to 106.42 points as investors turned 

away from short term maturities favoring medium term bonds. The BBI was outperformed by the JP Morgan emerging markets’ 

bond index that edged up by a weekly 1.44% to stand at 659.99 points. As for yields on the Lebanese Eurobonds, the 5Y yield 

slipped by 1 basis point (bp) to 5.34% while the 10Y yield steadied at 6.52%.  

 

In the debt exchange offer’s details, the Lebanese government’s offer and additional notes gathered a participation rate of 79.84%, 

and resulted in aggregate new issues of $1.4 billion maturity of 2020 and 2026. The new 2020 issues amounting to $600 million 

yielded 5.8% with an issue price of 100. As for the $800 million tap on 2026 maturities, bonds’ prices were quoted at 99.147 

yielding 6.7%. The new cash from the 2020 maturities stood at $341.43 million while that from 2026 maturities stood at $354.71 

million. The reported allocations were 88.5% on 2020 & 66% on 2026 for local investors, while international orders were around 

25% on both tranches. 

 

Fed’s minutes dampening forecasts of future hikes in interest rates boosted U.S. Treasuries performance this week sending yields 

to almost 4-weeks lows. Accordingly, 5Y and 10Y yields considerably declined 20 bps and 15 bps from last week to settle at 1.59% 

and 2.65%, respectively. Therefore, the 5Y and 10Y spreads between the Lebanese Eurobonds and U.S benchmarks broadened by 

19 bps and 15 bps to 375 bps and 387 bps, respectively.  

 

Lebanon’s credit default swaps for 5 years (CDS) were last quoted at 360-390 bps, unchanged from last week. In regional 

economies, 5 year CDS quotes in Saudi Arabia and Dubai narrowed by an average of 7 bps and 5 bps to 50-55 bps and 160-170 

bps. As for emerging markets, the 5Y insurance premiums against state-debt default in Turkey closed at 197-200 bps compared to 

215-220 bps last week and closed at 157-159 bps in Brazil compared to 170-172 bps last week. 
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ECONOMIC AND FINANCIAL NEWS  

 

 

 

 

BDL’s total Assets by March  

(In $B) 

 

 

Source: BDL 

 

Lebanon’s Trade Deficit  

(In $B) 

 

Source:  Lebanese Customs  

 

 

 

 

 

 

 

BDL’s Total Assets Edge up by 0.2% to $80.29B by 

March 

 

According to the Central Bank’s (BDL) balance sheet, total 

assets registered a 0.2% monthly upturn to reach $80.29B by 

end-March. The bank’s securities portfolio rose by 0.5% to 

$12.46B and its foreign assets increased by 0.2% to $36.3B. 

Moreover, loans to the local financial sector grew from $2.89B 

in February to $2.99B in March. However, the value of gold 

reserves registered a 2.5% monthly drop to $11.94B. The value 

of gold reserves registered a monthly slide in accordance with 

lower international gold prices especially as the Fed stood 

firmly by its tapering decision. On the liabilities side, financial 

sector deposits grew by 1.2% month-on-month to $59.77B 

while public sector deposits fell by 3.4% to $7.71B by end 

March.  

 

 

 

 

 

Trade Balance Deficit at $3.11B by February 2014 

 

The Lebanese trade deficit broadened by 17.2% to $3.11B by 

February 2014 compared to a deficit of $2.65B by February 

2013 on account of higher imports and lower exports. While 

exports covered 22.84% of imports in the first two months of 

2013, this share has dropped to 13.79% in the first two months 

of 2014.  

 

Total imports increased by 4.92% y-o-y to reach $3.61B. 

Mineral products ranked first among total imports accounting 

for 30% of the total ($1.09B). Products of the chemical or allied 

industries, machinery and electrical instruments, base metals 

and articles of base metals followed each with a 9% share. The 

three main import destinations were the United States, China 

and Italy as they account for 13%, 10% and 8% of total 

imports.  

 

Total exports reached $497.20M by February dropping by 

36.67% y-o-y. Pearls/precious stones topped the list with 18% 

of total exports dropping by 60.70% or $91.08M followed by 

prepared foodstuff, beverages and tobacco with a 17% stake 

and Machinery and Electrical Instruments with a 13% stake. 

Lebanon’s top three export destinations were South Africa with 

an 11% share of total exports, followed by Saudi Arabia and the 

UAE with a share of 10% each. In month ago terms, Lebanon’s 

trade deficit narrowed from $1.63B in January to $1.48B in 

February as exports rose by 3.72% while imports slid by 7.52%. 
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Breakdown of Kafalat Guarantees in March  

 

 
 

Source: Kafalat 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Value of Kafalat Guarantees Reaches $26.8M by 

March 2014  

 

 

Kafalat issued 72 guarantees in March 2014 compared to 58 in 

the same period of 2013. Yet, total loan value posted a 4% year-

on-year decline to $8.33M in March this year. Accordingly, the 

average amount per loan fell by an annual 10% to reach 

$115,675 in March.  

 

On a cumulative basis, Kafalat issued 209 guarantees in the first 

quarter of 2014 compared to 183 guarantees for the same 

period last year. Accordingly, loans extended to small-and 

medium-size companies under the guarantee of Kafalat 

increased by 9% to reach $26.78M up to March 2014. 

 

In terms of sectors, the three largest beneficiaries of loans were 

the agricultural sector with a share of 53.11%, the industrial 

sector with a share of 35.89% and the tourism sector with a 

share of 6.70%. The number of issued guarantees for the 

agricultural and industrial loans edged up from 67 and 64 in the 

first three months of 2013 to 111 and 75 in the first three 

months of 2014. However, the number of issued guarantees for 

the tourism sector continued to decline falling from 38 up to 

March 2013 to 14 up to March 2014.  

 

By geographical allocation, Mount Lebanon remained the 

leading region in terms of Kafalat guarantees with a share of 

38.28% followed by stakes of 23.92% in the Bekaa region and 

12.44% in the North. 80 guarantees were issued in the region 

of Mount Lebanon up to March 2014, the same number as that 

up to March 2013. Meanwhile, the number of issued 

guarantees in the Bekaa and North regions went from 38 and 19 

up to March 2013 to 50 and 26 up to March 2014.  
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Lebanon’s Healthcare and Pharmaceutical 

Expenditures 

(In $B)  

 

 

 

Source:  BMI Pharmaceuticals and Healthcare Report, Q2 2014 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pharmaceutical Expenditures Projected at $1.46B in 

2014 

 

 

 

 According to Business Monitor International (BMI)’s 

Pharmaceuticals and Healthcare Q2 2014 report, Lebanon’s 

pharmaceutical expenditures are projected to rise by an annual 

6.8% yielding a total market value of $1.46B in 2014 compared 

to $1.36B in 2013. The growth in pharmaceuticals has been 

deemed as slow by BMI on account of ongoing political and 

economic instability. 

 

 As for healthcare expenditures, they are estimated to rise by a 

yearly 9% from $3.07B in 2013 to $3.34B in 2014. 

 

 For Q2 2014, Lebanon's Pharmaceutical Risk/Reward Rating 

(RRR) score is calculated at 52.7 out of 100, placing the country 

in eighth position in the Middle East and Africa region, ahead of 

Algeria and Jordan but surpassed by Qatar and Bahrain. In 

other terms, Lebanon is seen as the eighth most attractive 

MENA market for innovative product launches. The RRR score 

is lower than the Q1 2014’s score of 54 and previous ranking of 

sixth amongst MENA countries. The downturn is associated to 

a lower Industry Rewards score, mainly due to a downward 

revision in pharmaceutical spending per capita.  
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The Most Problematic Factors for Trade Sorted by 

Weight 2013 

 (In $B)  

 

Most Problematic Factors for Exporting 

 

Identifying potential markets and buyers  (12.1) 

Difficulties in meeting quality/quantity requirements of buyers  (11.3)  

Technical requirements and standards abroad   (10.2) 

Access to imported inputs at competitive prices  (10.0) 

High cost or delays caused by domestic transportation  (9.6) 

 

Most Problematic Factors for Importing 

 
Corruption at the border  (25.1) 
Burdensome import procedures  (22.0) 
Tariffs  (18.0) 
Inappropriate telecommunications infrastructure  (9.1) 
High cost or delays caused by international transportation (8.1) 

 

 

Source: World Economic Forum, the Global Enabling Trade Report 2014 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Lebanon Ranks 82
nd

 out of 138 on the Enabling 

Trade Index 2014 

 

 

 

The World Economic Forum (WEF) recently released the results 

for the Enabling Trade Index 2014 (ETI), on which Lebanon 

occupied the 82nd spot out of 138 economies.  

 

The gauge provides and benchmarks the strengths and 

weaknesses of several economies in terms of favoring trade 

activity. Another WEF study, “Valuing Growth Opportunities”, 

showed that reducing even a restricted set of trade barriers 

halfway to the level of global best practices would yield close 

to a five percent increase in global GDP.  

 

The ETI is a compilation of four sub-indices: Market Access, 

Border Administration, Infrastructure and Operating 

Environment, each one holding a 25% weight in the calculation.  

 

In terms of market access, Lebanon occupied the 60th spot. 

Lebanon was ranked higher on the foreign market access pillar 

(35) than on the domestic market access pillar (101). This 

indicates that the country presents higher tariff barriers to 

foreign exporters than the ones faced by Lebanese exporters 

on foreign destination markets.  

 

On the infrastructure sub-index, measuring the availability and 

quality of transport infrastructure, transport services and use of 

ICTs, Lebanon was placed at the 74th spot.  

 

The Border administration sub-index, measuring the efficiency 

and transparency of border administration, earned Lebanon the 

77 spot. However, Lebanon’s ranking deteriorates to 102 on the 

Operating Environment sub-index, signaling the poor quality of 

key institutional factors weighing down the business of the 

Lebanese importers and exporters.  
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CORPORATE 

DEVELOPMENTS 

 

 

 

 

BLC’s Financial Highlights  

(In 000s of $)  

 

Dec-12 Dec-13 
% 

change 

Customer's Deposits 4,292,074 4,299,558 0.2% 

Net Loans & 

Advances to 

Customers 

1,775,947 1,876,284 5.6% 

Total Assets 5,094,402 5,133,990 0.8% 

Net Profit 33,279 42,114 26.5% 

Shareholders’ Equity 373,965 441,155 18.0% 

 

Source:  BLC, Beirut Stock Exchange, Zawya 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

BLC’s Net Profit Rose to $42.11M in 2013  

 

The unaudited consolidated income statement of BLC Bank 

revealed a net profit of $42.11M by end 2013 compared to 

$33.28M earned in the same period last year. This rise in profit 

is due to the 10% year-on-year increase in the bank’s net 

interest income to $117.43M and the 0.93% uptick in the net 

fee and commission income to $18.49M.   

 

As for the bank’s balance sheet, it registered a 0.8% increase in 

total assets to $5.13B mainly on account of the 5.6% growth in 

net loans and advances to customers to $1.88B.  On the 

liabilities’ side, customer’s accounts at amortized cost posted a 

slight uptick of 0.2%, totaling $4.3B while total shareholders’ 

equity registered a double-digit growth of 18% to $441.16M in 

2013.  
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Lebanese versus U.S. interest rates: a decade in review

Historical Evolution of 5Y yield in Lebanon and the U.S. 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, U.S. Department of the Treasury and BLOMINVEST Data 

 

Since Lebanon’s exchange rate is pegged against the United States (U.S.) dollar, its interest rates policy cannot be but 

highly determined by that of the U.S rates, especially over the long term but monetary authorities in Lebanon still have 

some freedom in the timing and the extent to which Lebanon’s rates follow the U.S. ones. Therefore the relationship is not 

one to one, which means that an increase of 300 basis points in the U.S. rates will most probably lead to a lesser increase 

of the Lebanese interest rates and the reverse is also true. Moreover, there could be some short time periods where shocks 

may have different impacts on both the U.S. and Lebanon’s interest rates such as at the start of the financial crisis in 2008. 

Also, interest rates’ movements in Lebanon may be sometimes governed by numerous factors affecting only the Lebanese 

economy such as the country’s political and economic stability, regional competition as well as the credit default risk.  

 

The relationship between Lebanese and U.S. rates will be analyzed throughout this paper by considering the 5-year 

Eurobonds rates in Lebanon as opposed to the 5-year treasury bonds in the U.S. In fact, Lebanon burdened over the fifteen 

past years high debt levels that reached $63.5B or 142.5%
1
 of the Gross Domestic Product (GDP) by the end of 2013. 

Foreign currency debt holds around 41.2% of total gross debt of which 90% are Eurobonds. 

 

Spread analysis provides insight about the relationship between Lebanese interest rates and their U.S. benchmarks as well 

as the level of risk being taken by investors. In fact, Eurobonds yield is always higher than its comparable U.S. Treasury yield 

with the spread reflecting the risk premium those Investors are asking for in order to take the risk of Lebanon.  

 

Looking back at the past decade, the spread between the 5Y yield on the Lebanese Eurobonds and its U.S benchmark has 

shrunk or widened depending on the events and factors that took place. The lowest spread was witnessed in the first half 

of 2006 where it bottomed at 165 basis points (bps), whereas the highest spread was seen both in 2002 and towards the 

end of 2008 hovering 1200 bps.  

 

                                                           

1
 According to the Ministry of Finance 
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Source: BDL        Source: Bloomberg, U.S. Department of the Treasury and  

                   BLOMINVEST Data 

 

During the period 2000-2002, the spread between Eurobonds and Treasuries was increasing due to some internal factors 

but also due to other external shocks. The collapse of the Dot-Com bubble in the U.S. took place during this period, causing 

the loss of $5 trillion in the market value of companies from March 2000 to October 2002. The 9/11 terrorist attacks 

accelerated the stock market drop with the Fed reducing interest rates at full speed following six times hike during the 

period 1997-2000. Investors were flowing towards safe haven assets, namely the U.S. Treasuries. At the same time, the 

Lebanese government was finding it difficult to finance its deficit as deposit inflows turned negative, and gross international 

reserves declined. Lebanon’s balance of payments (Bop) posted a $1.17B deficit in 2001 as Central Bank’s Net Foreign 

Assets slumped by $1.49B. In addition, Lebanon faced over the same period a fiscal deficit of $2.8B (48% of GDP) as well 

as a vicious cycle of rising national debt and dwindling economic activity.  

 

U.S terrorist attacks had a direct and considerable impact on the performance of the Lebanese Eurobonds market. 

Following the 9/11 terrorist attacks, foreign investors in Lebanese papers were afraid of U.S. government reaction, 

especially that a Lebanese national was suspected among the 19 alleged hijackers, and therefore they deserted the 

Eurobonds market, which led to the large jump in yields.  

 

Hence, while rates on five-year U.S. treasuries started falling, the comparable Lebanese Eurobond rate kept rising. The 5Y 

yield on U.S T-notes tumbled from 6.50% in January 2000 to reach 3.9% in September 2001, 2.8% in the second half of 

2002, and 2.1% in April 2003. In Lebanon, the 5Y yield on the Lebanese Eurobonds kept on mounting over the cited period 

from 9.0% in January 2000 to 9.6% on the 11
th
 of September 2001, and then it hit 14.7% in September 2002. Thus the 

spread reached 1200 bps.  

 

In November 2002, the unsustainable situation in Lebanon was reversed by Paris II conference. The conference came to 

ease the Lebanese economy’s burdens with donors pledging many billions of dollars in grants and soft loans hence 

dampening sovereign risk. Since then, Lebanese rates came down quickly to catch up with the decline in U.S. rates. 

Consequently, spreads came down as investors gained confidence in the credibility of the government and the Eurobonds 

market gained momentum instantly.  

 

During 2003-2004, the effects of Paris II were continuing to feed into the Lebanese economy while the U.S. was starting an 

expansionary period that will last till 2007. Hence the impact was an ongoing decline in the Eurobonds yields, especially that 

capital inflow to Lebanon increased, with the Balance of payments coming back into positive territories in 2002 and 

reaching a surplus of USD 3.3 billion in 2003. In the meantime, U.S. interest rates were starting their upward trend as the 

economy was booming with a particular emphasis on real estate.  
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Some specific shocks had their toll on the Lebanese rates during the period 2005 -2007. The assassination of Prime Minister 

Rafic Hariri in February 2005 and its aftermath events steering the withdrawal of Syrian troops led to a spike in interest rates 

however limited in time and magnitude. Rates declined in the first half of 2006 as the economy was booming and foreign 

investments and capital inflows were pouring in the market. Hence the spread between the Eurobonds and U.S. Treasuries 

reached its lowest level ever of 300 bps in April. However interest rates between the U.S. and Lebanon diverged again 

leading to a higher spread following the Israeli aggression on Lebanon in July. Moving into 2007, although the economy was 

performing extremely well, several political and security events including assassination of important political and media 

figures deterred the spread from preserving its low level and hence it widened again at a time where U.S. interest rates 

were stabilizing.  

 

2008 was rich in global as well as internal events that have followed each other and overlapped at times leading to a 

complex impact on domestic interest rates and their relationship with U.S. rates. The year started with escalating internal 

tensions between Lebanon’s political parties undermining the country’s stability. This was translated in a rating downgrade 

by one notch of the Lebanese long-term sovereign foreign currency by Standard & Poor’s agency from B¯ grade in 2002 to 

CCC+ in 2008.  

 

However things improved after the Doha accord and yields started to decline at the same time with the U.S. where 

investors were starting to favor Treasuries over equities as imminent decline in U.S. Fed rates was on their radar screen. As 

the Great Financial Crisis emerged during the last quarter of 2008, the Fed slashed its interest rates at a very high speed 

while investors feared the spillovers of the crisis and were accumulating huge losses on their equity investments in the U.S. 

and Europe. As a result, foreign investors were liquidating their positions in Lebanese equity and bonds markets to cover 

their losses elsewhere.  Hence 5-year Eurobonds yields spiked to 13.9% with the spread against their U.S. counterpart 

reaching 1100 bps at end October. However this situation was reversed quickly when investors discovered that the 

Lebanese banking sector was spared from the financial crisis that hit banking sectors in Europe and the U.S. Eurobonds 

yields declined and capital inflows increased with the BOP realizing large surpluses reaching USD 7.9 billion in 2009.  

 

From 2009 onward, rates in Lebanon moved in the same direction of U.S. rates however neither at the same pace nor at the 

same time. 5-year U.S. government bonds yields went down to 1.3% at end 2008, 1.25% in 2010, 0.8% in 2011, and 0.62% 

in 2012 when they reached their lowest levels ever as investors had pessimistic forecasts about the economy driving them 

towards safe assets’ market at the expense of equities. Yields in Lebanon declined with the spread between Eurobonds and 

U.S. Treasuries shrinking to 326 bps in 2009 and 248 bps in 2010.  

 

In 2012, U.S. economy started to recover with interest rates going up, pulling up, to some extent, Lebanon’s yields. 

Following the application of the quantitative easing program in 2008, positive data is boosting investors’ confidence in the 

U.S. economy pushing them towards risky assets. Yield on the 5Y T-notes stood at 1.7% in January 2014. 

 

What about the relationship between the spread and the credit default swaps (CDS)? 

 

The Lebanese Eurobonds yield spreads against their US benchmarks should be equal to the CDS, supposedly. Yet, facts 

showed that many developments dominate each of the 2 instruments sending the spread out of the range. Accordingly, 

when the spread is lower than the CDS it alludes to the fact that offered yields on the Lebanese Eurobonds are not fully 

reflective of the assessed risk premiums seen by international investors. This is mainly due to the stable and dedicated local 

investors with domestic banks constituting the core base of Eurobonds holders. Consequently, Eurobonds prices and their 

spread against the US treasuries reveal much less volatile than CDS spreads. However by the end of 2012, the difference 

was narrowing, as on one hand the stabilization of the political situation in the country was accommodated by the markets, 

and on the other, the US yields dropped. 

 

Historically, many political factors impacted the CDS’s quotations. Lebanon’s CDS edged up from 333 basis points (bps) in 

2007 to reach 545 bps in 2008 on political deadlock and escalating internal clashes in the country’s different regions. 2011 

was another critical year especially after the emergence of Arab Spring and the increasing fears of its influence on the 

Lebanese scene. Accordingly, the 5Y CDS widened by a yearly average of 167 bps to hit 472 bps. However, the CDS price 

managed to tighten between 2011 and 2013, yet maintaining a high quote compared to its low levels reached during 

previous years. 
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