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Quarterly Bulletin 
THE LEBANESE ECONOMY  was expected to witness a slowdown in 2009 
compared to 2008, following the effects of the financial crisis on the global economy 
and its trickledown impact on Lebanon. However, given Lebanon’s relative insulation 
from the financial crisis and the calm environment following the parliamentary elections 
in June 2009, its economy has once again shown resilience in the face of local and 
global shocks. Main growth drivers include tourism, especially from Lebanese 
expatriates, and the banking sector. Accordingly, the IMF recently upgraded its 2009 
growth forecast to 4%.  

⇒ The data in the table illustrates the most recent 
estimates of economic growth for 2009 by a variety 
of institutions.  
⇒ Economic indicators of the real sector such as 
tourism and construction, the balance of payments 
and the  banking sector continued to rise in 2009.  As 
for fiscal performance and trade,the figures for H1 

2009 indicate a deficit.  

INFLATION in the first half of 2009 
fell compared to the same period in 2008. 

⇒  By the end of H1 2009, inflation reached 
5.5% compared to 6.2% a year earlier, a fall of 
0.7%.   

⇒ The Central Administration of Statistics 
attributes this H1 2009 fall in consumer prices 
to the drop in the price of water, electricity and 
gas and in telecommunications, both down by 
19.6% and 13.1% respectively compared to H1 
2008. Energy was influenced by the fall in global 
prices while the drop in telecoms was a result of 
the mobile networks reducing their rates in 
March 2009. 
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THE REAL ESTATE AND CONSTRUCTION SECTOR has continued to perform 
relatively well in the first half of 2009, despite the effects of the global financial crisis, 
which caused severe harm to real estate markets around the world. In fact, new construction 
activities registered a record in growth. 

⇒  New construction activities increased by both  
size and volume. Building activities in size are still on-
going as shown by the rise in construction permits at 
BdL, which totaled 6.27 millions of square meters in 
H1 2009, up by 23.8% relative to H1 2008. The volume 
of new transactions registered at the Order of Ar-
chitects and Engineers in Beirut and Tripoli, increased 
by 33.2% reaching a total of 7,373 transactions in H1 
2009.  

⇒ Cement deliveries-driven by local demand in the construction sector and exports- also showed a strong 
increase relative to the rise witnessed in the first half of the previous year– an increase of 19.8% in H1 
2009 compared to 7.7% in H1 2008. 

⇒ However, the Real Estate Directorate figures de-
pict that the average property value per sale 
went down by 5.8%, reaching LBP 49 Million in H1 2009 
from an average of LBP 52 Million in H1 2008. The re-
duction in average property value is a result of a fall in 
number of transactions and, by an even greater 
amount, the value of sales, with the latter being due to 
cheaper construction materials (cement, fuel and steel) 
and equipments imported. The real estate crash may 

have also played a part in this downward trajectory, but the relatively small decline however is an indica-
tion of real estate prices in Lebanon being generally sticky on the downside. 
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THE TOURISM SECTOR continued to witness a positive trend during the first half of 
the year. In fact, the number of tourists and airport passengers peaked at an all time high 
when the first halves of 2000-2009 are compared. 

⇒ In 2009, Lebanon was voted as the number 1 destination by ’’ New York Times Travel’’ to visit among 44 
places to go. Lebanon’s “Jeita Grotto”  was also selected as one of 28 finalists in the worldwide campaign 
to choose the “New 7 Wonders of Nature”. Furthermore, a recent study released by the World Travel 
and Tourism Council indicates that Lebanon came in 9th position regarding the countries that are ex-
pected to show the fastest growth in their travel and tourism sector capital investment in 2009, with a 
growth of 8.5%. Within MENA Countries, Lebanon was ranked 4th behind Libya (14.3%), Egypt (11.2%) 
and Oman (9.1%).   

⇒ According to the Ministry of Tourism, the number of tourists in the first half of 2009 reached just 
over 761 thousand tourists, a 60.7%, 84.7%, 20.8% in-
crease compared to the first half of 2008, 2007 and 
2006 respectively. The same upward trend was followed 
by the number of airport passengers, with an year 
on year rise of 28.7%, from 1.6 Million in H1 2008 to just 
over 2 Million in H1 2009, as depicted by the statistics 
compiled at the Rafic Hariri International Airport. Nada 
Sardouk, director general at the Ministry of Tourism, 
expects tourism spending for 2009 to be in the region of 
$5.3 Billion.  

THE EXTERNAL SECTOR continued to perform well with improvements in the trade 
balance and in the amount of capital inflows reaching the economy in H1 2009.  

⇒ The balance of payments recorded a large sur-
plus of US$2,101 Million in the first six months of the 
year. This compares to a mere surplus of US$82.8 Mil-
lion in the same period last year, thus increasing by 
2437%. 

⇒ The cumulative surplus can be attributed to a vast 
improvement in capital inflows, which saw a record high 

of $8.3 Billion to date. Specifically, net foreign assets at the Central Bank reached $3.6 Billion while 
those of commercial banks and financial institutions fell by $1.5 Billion.  

⇒ The trade deficit rose by 10.3% compared to H1 2008. This can be attributed to a 7.1% increase in 
imports, fuelled by increases in local demand for products such as transport vehicles and a 3.3% decline 
in exports over the same period.  
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MARITIME TRANSPORT SERVICES also saw a significant improvement in the first 
half of 2009 relative the same period in 2008, as shown by the Port of Beirut Statistics.  

⇒ The noteworthy jump in Port Revenues in H1 2009, amounting to a 29.5%  increase, came as a result of 
increases in port activity.  Port activity, defined as the number of goods (incoming and outgoing) in thou-
sands tons, rose by 28.2% in H1 2009 relative to H1 2008. Again, the first half of 2009 has recorded the 
greatest amount of revenues and activity over the last six years.  

 

THE FINANCIAL SECTOR continued to show resilience to the global financial crisis as 
indicated by a record high growth in banks’ consolidated activity, deposits and falling dollariza-
tion rates into the first half of 2009.  

 

⇒ A note made by the Middle Eastern investment banking firm EFG Hermes, as highlighted by an Audi Bank 
report, stresses on the successes of Lebanon’s Banking sector and how it managed to impede the financial 
crisis. It also emphasized on how the Q2 banking results were mostly positive surprises for the invest-
ment giant, having surpassed their set expectations. 

⇒  Commercial Bank Assets have been increasing at a steady stream over the first half of the last ten 
years.  BdL figures show that by H1 2009, they reached LBP 156,208 Billion, rising by LBP 14,118 Billion 
since the beginning of 2009, equivalent to a growth of 9.94%. This compares to a rise of LBP 9,340 Billion, 
comparable with a growth 7.53%, in the same period last year. In fact, H1 2009 has witnessed the great-
est amount of growth in commercial bank assets in the last ten years.  
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⇒  Data compiled by the association of Banks in Lebanon shows that by June 2009, Claims (lending) to the 
private sector reached LBP 39,296 Billion, representing a 10.1% increase as of June 2008.  Over the 
first half of 2009, total claims reached LBP 1,548 Billion compared to LBP 4,900 Billion in H1 2008 thus, 
rising by only 4.10% compared to a more fruitful 15.91% increase over the same period in 2008.  

⇒ Deposits in commercial banks have been increasing at a steady stream over the first half of the last 
ten years.  By H1 2008, they totaled LBP 110,131 Billion and rose by LBP 12,205 Billion since the beginning 
of 2009, thus growing by 10.29% in the first half of the year, as shown by BdL statistics. This compares 
to a rise of LBP 7,533 Billion, equivalent to a growth 7.34%, in the same period last year. In fact, H1 2009 
has witnessed the greatest amount of growth in deposits in the last ten years.  

⇒ Furthermore, the pie charts show that the non-resident private sector was the category with the great-
est percentage increase in deposits (20%) in H1 2009 behind public sector (11%) and resident private de-
posits (8.6%). This greatly differs from H1 2008 where public sector deposits represented the greatest 
type of deposit growth (25.2%) followed by non resident (9.7%) and then resident private (6.7%). This 
confirms Lebanon’s banking sector as providing a relatively safe haven to non residents following the global 
financial crisis. 
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⇒ Dollarization of deposits has decreased to con-
tinued on the downward path that was initiated since 
early 2008. By the first half of 2009, the dollariza-
tion rate reached 66.2% due to the stability of the 
security situation, the positive economic developments 
and a substantial differential between interest rates 
on deposits in pounds and those on dollar deposits.  

 

 

⇒ Liquidity is abundant as illustrated by the money supply indicator. The money supply in its broad 
sense (M3) grew by LBP 9,082 Billion or 8.77% during the first half of 2009 according to BdL figures.  

The observed expansion in the money supply is the largest seen since the year 2000.  

 

⇒ The H1 interest rates on LBP denominated and USD denominated deposits at commercial 
banks decreased to 6.96% and 3.18% respectively from 7.25% and 3.55% for the same period last year, 
as depicted by BdL figures. Similarly, the H1 interest rates in USD denominated loans fell to 7.24% from 
7.28% while those in LBP fell from 10.09% to 9.76% for the same period last year.  

 

 

 

⇒ Although Lebanese banking deposits have traditionally been maintained through capital inflows from Leba-
nese expatriates, the high interest rates in the Lebanese pound and US dollar as well as the relatively safe 
haven of Lebanese banks at this time of crisis have recently played an important role in attracting depos-
its, especially in the local currency, thus strengthening its demand.  
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THE FISCAL SECTOR  saw an increase in the Fiscal Deficit as well an increase of 
the Public Debt in H1 2009 compared to the same period in the previous year. However, 
the election in June 2009 may have played a part in the over-inflated levels of expen-
diture. 

⇒ Ministry of Finance figures show that the 
Fiscal deficit increased by 17.98% in H1 
2009 relative to H1 2008 to reach LBP 2,349 
Billion.  In fact, the H1 2009 fiscal deficit fig-
ure is the highest witnessed since the year 
2000.  

⇒ On the spending side, public expendi-
tures (Budgetary and Treasury spending) in-
creased by 21.9% in H1 2009 to reach LBP 

8,766 Billion. This was mainly due to a 36.3% surge in Treasury expenditures, as well as a 16.8% 
rise in budgetary expenditures. Treasury expenditures reached LBP 2,580 billion in H1 2009, and 
their rise is mostly due to an increase of LBP 323 Billion, or 27.2% in transfers to EDL, which to-
taled LBP 1,511 Billion. It is worth noting that transfers to EDL have eased down from their ele-
vated levels in 2008 due to lower oil prices. 

⇒ On the revenue side, public revenues (Treasury and Budget receipts) increased by 23.4% rela-
tive to H1 2008, thereby reaching LBP 6,417 Billion. Treasury revenues registered a drop of LBP 
93.9 Billion to become LBP 342 Billion, explained by a lower amount of grants received. As for 
Budget revenues, they moved up 27.5% to reach LBP 6,074 Billion, driven by a rise in both tax 
revenues and non-tax revenues. Total tax revenues went up by 33.6%, due to a year-on-year rise 
of 101% in custom revenues as well as a 16.1% increase in VAT revenues. The former reflects a 
significant rise in receipts from increased international trade while the latter indicates an im-
provement in aggregate private consumption. Other tax revenues also went up by 19.8%, including a 
21% rise in income tax revenues, as well as increases in property registration fees, and excise 
revenues. Non-tax revenues went up by 11.8% due to an increase in income from public institutions. 

 

⇒  The Primary surplus in H1 2009 regis-
tered a surplus of LBP 586,154, a decrease of  
9.33% since H1 2008. 

 

 

⇒   Lebanon’s Gross Public Debt reached 
LBP 71,323 Million ( or US$47.3 Billion) by the 
end of H1 2009. This constitutes  an increase 
of 0.63% since the end of 2008. This deterio-
ration in the public debt however fairs well 
relative to the H1 figure witnessed in 2008, 
which recorded an increase of 5.76% since the 
end of 2007.    
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   The MOET Annual Bulletin hopes to keep its readers up-to-date on Lebanon's 
economic climate. 

    
For more information or assistance, please do not hesitate to contact the Economic 
Research Unit at the Ministry of Economy and Trade: 
  
Tel: +961 1 982 294 (Ext. 1609 -1610) 
Fax: +961 1 982 297 
hanouti@economy.gov.lb 
cbitar@economy.gov.lb 
www.economy.gov.lb 
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