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gﬁé&%ﬂgzﬁ The Doha Agreement led to formation of the National
& Unity Cabinet in July 2008

=January 2007: Paris Il Conference - USD 7.5 billion pledges
=May 2008: Armed clashes between supporters of the opposition and the majority
=May 21, 2008: Doha Agreement between opposition and pro-government coalition
leading to:

- End of the sit-in in downtown Beirut

- Unanimous election of a new president

- Reactivation of Parliament after 18 months of closure

- Agreement on electoral law as basis for Parliamentary Elections in

April - June 2009

=July 2008: Formation of a National Unity Cabinet
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The Ministerial Statement reaffirmed the
Government’s commitment to reform

The National Unity Government recommitted to the reform program that was
presented at the Paris |1l donor conference in the Ministerial Statement.
Specifically, the Government committed:

vV V VY V

To continue the relationship with the International Monetary Fund
under a monitoring arrangement

To continue fiscal consolidation efforts
To encourage private sector participation in the power sector
To liberalize the telecommunications sector

To improve the targeting of social assistance and develop social
safety nets



ﬁﬁf The Lebanese Government is discussing an EPCA 1I
with the IMF to build on the success of the first EPCA

» Lebanon successfully completed the Emergency Post Conflict Assistance
(EPCA) program at end 2007. All end December indicative targets were met
with comfortable margins.

» To build on this success, Lebanon has requested a second EPCA from the
IMF.

» An IMF mission was in Lebanon from September 22 to September 30, 2008 to
discuss developments since May 2008 and to prepare the ground for an
EPCAII.

» The IMF Board of Directors will review the EPCA request in November.
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“iX4¥ The economy continues to demonstrate resilience
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= Economic growth picked up in the last quarter of 2007 and continued in the first two
guarters of 2008

= Growth in 2008 is expected to reach 6%, driven by higher investments (from higher
imports of capital goods, construction permits, credits to the private sector, etc.) and to a
lesser extent exports (from higher foreign demand and competitive exchange rates)

» [nflation as measured by the Central Administration of Statistics reached 7.5 percent in

the December 2007 - August 2008 period
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Presenter
Presentation Notes
BLOM is the leading banking group in Lebanon having maintained our position as the largest bank in Lebanon since 1981

BLOM also operates the largest overseas branch network of any Lebanese banks and ranks in the Top 500 largest banks in the world

Sovereign ratings (which constitute a ceiling for banks ratings) have recently been upgraded to reflect the improving operating environment



We regularly win awards as best bank in Lebanon…


The 2008 fiscal results indicate an improvement
in the primary balance due to higher revenues

REPUBLIC OF LEBANON
MINISTRY OF FINANCE

(LL billion) Jan-July 2007 Jan-July 2008 % Change

Primary expenditures 4,502 5,241 19.4%

Primary deficit/surplus 847 892 5.3%

Interest payments &
concessional loan principal 2,767 3,067 10.9%
payments

Total deficit/surplus -1,920 -2,176 13.3%

Source: MOF
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Positive primary balance

Government policies have put public debt on a more
sustainable path through a declining fiscal deficit and
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Bank deposits have remained immune to political
instability. Their ratio to GDP remains one of the
wsvoraee highest in the world

Deposits-to-GDP BdL Foreign Reserves (US$, million)
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= The size of the financial sector in Lebanon Commercial Banks Asset Base-to-GDP

is one of the largest in the world relative to

the size of the economy 160 000 -
= Remittance inflows are stable and 140 000 +
contribute to the increase in banking 120000 +
deposits ; 128 ggg
» The growth in bank deposits allows banks % 60000 |
to keep financing the budget deficit and = 40000 -
roll over Lebanon’s maturing debt 20000 +
» Remittances are at USD 5.7 billion or USD 0~ ]
1,615 per capita. 2002 2003 2004 2005 2006 2007 2008

I Banking Assets (in LL Billion) -+ Banking Assets (in % of GDP)‘
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The balance of payments stayed positive despite
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Balance of Payments

2002 2008 2004 2005 2008 2007 Jan-July 08
| E—EBoP o %4 of GDP |
2004 2005 2006 2007 Jan-July 08
Trade Balance ($M) -6,452 -6,118 -5,755 -6,895 -6,903
FDI ($M) 2,333 2,629 2,724 1,800 n.a.
% of GDP 10.89% 12.17% 12.05% 7.53%
Balance of Payments* 168.5 747.2 2794.5 2,036 1,611
($M)

*measured as net change in foreign assets




_ Lebanon’s USD sovereign bond yields have generally
wacno decreased in the past year

MINISTRY OF FINANCE

Secondary Market Yields
October 07 — October 08

—LEB 7.125 10 ——LEB 7.750 12 LEB 7.37514 ——LEB 11.625 16

Source: Credit Suisse



> Primary interest rates on Treasury bills and notes are
lower than at the beginning of 2008

MINISTRY OF FINANCE

Primary Market Yields
January 2008 — October 2008
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Latest Eurobond Transaction

REPUBLIC OF LEBANON
MINISTRY OF FINANCE

Issuer The Republic of Lebanon

Offering U.S.$ denominated bonds

Maturity August 6, 2015

Coupon 8.500 percent

Yield 8.625 percent

Format Reg S

Credit Ratings Moody’s B3 (Stable) / S &P B- (Stable) / Fitch B- (Stable)

Listing Luxembourg and Beirut Stock exchange

Use of Proceeds Refinancing purposes

[T NFEGRYEVELSEM | BLOM BANK, BYBLOS Bank and Deutsche Bank




Gross financing needs for 2008 and 2009*

MINISTRY OF FINANCE

Gross financing
e lidn e iniedl | USD 11.6 billion financed until end-September 2008

Sibelguianiaa s | (82% of 2008 financing needs)
2008

USD 2.5 billion
» 73 percent in domestic currency
»27 percent in FX

Remaining
QIV 2008

USD 14.1 billion
»66 percent in domestic currency
»34 percent in FX

Projected
2009

*Note: Gross financing figures exclude Electricité du Liban oil agreement
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REPUBLIC OF LEBANON
MINISTRY OF FINANCE

The reform process will continue with the new
Government

Economic Policy and

Growth Agenda

Privatization and
Market
Liberalization

Monetary Policy and
Financial Sector
Reform

Main Goals of the Reform Program

Fiscal Consolidation
and Public Sector
Reform

Social Reform

U Develop financial
markets

U Promote good
governance

U Implement
growth-
enhancing
reforms

U Create jobs

O Improve quality
and scope of
services

U Reduce service
costs

U Increase
investment

L Expand public
participation in
the ownership of
privatized
companies

U Maintain price
stability

U Facilitate private
sector credit

U Maintain sound
banking system

U Reduce deficit
and public debt to
sustainable levels

U Increase primary
surplus

O Improve social
indicators

O Strengthen social
safety nets

U Improve social
returns from
social
expenditures




- Social Inter-Ministerial Committee:
- (& Continued focus on 1mprov1ng the quality of social
oo services and efficient provision of social safety nets

Q2 2008 — Q3 2008 Highlights

i= Pilot phase of the proxy means testing of poverty targeting mechanism ready for
rollout

= Ministry of Education and Higher Education 2009 budget request based on
Medium-Term Expenditure Framework with performance indicators was initiated.

= National roll-out of the automation of the branches of the National Social Security
Fund (NSSF) is underway

= Audit of NSSF accounts continuing.

= Policy options to restore the financial equilibrium of the NSSF’s Health Branch were
developed based on an actuarial analysis. These options will soon be presented to
the Board of the NSSF within a comprehensive reform package.



Economic Inter-Ministerial Committee:
7 Progress on revenue reforms, debt reforms and
wecorcevos - jmproving the business environment

MINISTRY OF FINANCE

Q2 2008 — Q3 2008 Highlights

= Tax Procedure Code was approved by the Parliament

= The Law for the creation of a Debt Management Office in the Ministry of Finance was
ratified.

= Offshore Law was ratified by Parliament, broadening the sector activities (e.g. transport,
management services) that can benefit from off-shore regulations

= Reduction in the time needed to start a business from 46 days to 11 days.



Infrastructure and Privatization Inter-Ministerial Committee:
Initiatives to improve competition and service delivery,

cocoeer - jnfrastructure development

Q2 2008 — Q3 2008 Highlights

= Telecommunications Regulatory Authority (TRA) approved various regulations, including
numbering plan, licensing and pricing

= Significant progress was achieved in regulations related to broadband, including licensing
regulation

= Electricity tariffs are under review for adjustment

= The revision of the power sector master plan was completed by consultants and submitted to
EDL.

= Audit of Electricite Du Liban (EDL) Financial Statements is ongoing.



Significant progress is expected in the coming months:
= Ratification of the 2009 budget law (and of previous years 2006, 2007, 2008)
= Review of the Global Income Tax draft law by the Council of Ministers

= Ratification of business climate improvement law pending in Parliament
= Revision of the electricity tariffs

= Progress on the privatization of the mobile sector

= Revision of the process of appointing high level public officials

= Policy decision on NSSF financial equilibrium

= Completion of the pilot proxy means testing of the poverty targeting mechanismj
= Elimination of duplication in provision of basic social services
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63 percent of the Paris III pledges were signed in
: agreements and 35 percent of pledges were
e disbursed at end September 2008

/\

Agreements Signed by September 2008 - $4,729 million

UN: $120 million Civil Society: $88 million
2 -.fﬂd—.
Private sector support: / Budget support:
$1,280 million y $1,857million

[
I

In-kind: $306 million
BdL: $43 million

Project Financing;:
$1,032 million



78 percent of budget support signed and 54 percent
disbursed

REPUBLIC OF LEBANON
MINISTRY OF FINANCE

Status of budget support (US$, million)

Grant Budget Loan Budget

Country Swrope St Signed Received
Saudi Arabia $100 $100 $100
World Bank $300 $100 $100
United States $250 $250 $125
France $488 $488 $222
European Commission $39 $65
United Arab Emirates $300 $300 $300
Arab Monetary Fund $107 $32
IMF $77 $77 $77
Oman $10 $10 $10
Slovenia $0.13 $0.13 $0.13
Malaysia $500 $500
Total $399 $1,337 $1,857 $1,434




=% 30 percent of project support pledges have been
oo Signed

MINISTRY OF FINANCE

Project support signed (US$, million)

Grqnt Pr_oject Lof"m Prpject Signed Disbursed Main Sector
Financing Financing
European Water & waste water,
Investment Bank 20 520 255 59 transport, power
Saudi Arabia 1000
World Bank 400
Power , water & waste
AFESD 665 337 water, admin reform
Recovery, reconstruction,
EC 368 98 N/A administrative reforms
Islamic Water & waste water,
2 245 247 infrastructure, health,
Development Bank education
Italy %6 98 13 13 \e/\éitfgt;?; r\]Naste water, health,
Water & waste water,
Germany 113 21 8 N/A education, environment
Belgium 4 4 Health
Norway, Denmark 2 2 2 Environment, Security
Spain, Canada 9

Total 543 2,948 1,034 $73




87 percent of private sector support has been

REPUBLIC OF LEBANON Signed and 44 percent diSbursed

MINISTRY OF FINANCE

Private sector support (US$, million)

Country Total Pledged Signed Disbursements

European Investment Bank $709 $515 $97
World Bank Group $275 $250 $250
United States $120 $155 $155
AFESD (pending Parliament) $85 $85 -

France $163 $111 $62

Arab Monetary Fund $100 $165 $80
Belgium $12

Total $1,464 $1,280 $645




@;‘& There is a need to make possible the conversion of part
| of the remaining pledges to budget support

Rationale:

> The severe impact of high oil prices on the budget

> The fiscal impact of increase in minimum wages and partial cost of living
adjustment decided by the Government in May 2008.

> The $400 million shortfall in external assitance for housing reconstruction resulting
from the July 2006 war.

> The unanticipated cost overruns associated with high cost of construction
materials.

> The pace of the implementation of the public investment program will be kept in
line with the overall macroeconomic scenario presented at the Paris Il Conference
and under EPCA.
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Prospects and Outlook

The restored political stability enables:

- To transform the renewed commitment into effective implementation
of Paris 111 reforms, including privatization of mobile licenses,
electricity utility reforms, continued fiscal discipline, and maintaining
the sustainability of public debt

- To drive for higher economic growth

- To work for increased benefits from the oil boom in the region
To improve business confidence and investor sentiment
To complete a monitoring arrangement with the IMF

The Lebanese Government will continue to work with donors on
mobilizing resources toward reform implementation including technical
assistance for reforms.
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