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Abstracts

Core Views

The ongoing civil war in Syria is having severe repercussions on the Lebanese

economy. Moreover, Lebanon's medium-term growth trajectory will settle well below pre-

crisis levels owing to a lack of investment in transportation and energy infrastructure.

Despite renewed fears over the economy's gaping external asymmetries, a loyal

depositor base in the domestic banking sector, combined with a massive arsenal of

foreign exchange reserves, will very likely help to bolster underlying stability through

what may turn out to be a potentially prolonged period of political volatility. This will

minimize the potential for an unexpected devaluation of the pound in 2014.

Major Forecast Changes

We have revised our real GDP growth projections and now forecast the economy to

expand 2.4% in real terms in 2014, from a previous forecast of 2.5%. We reaffirm our

view that elevated political instability and the lack of structural reform to the economy

will contribute to below-potential growth over the medium term.

Key Risks To Outlook

Given Lebanon's reliance on foreign capital to finance domestic demand (as evidenced

by its large current account shortfall), a marked deterioration in regional or global capital

markets over the coming quarters could slow financial inflows, which would negatively

impact growth. As the civil war in Syria shows no signs of abating, tensions between

Lebanese political blocs in support of and against Syrian President Bashar al-Assad will

remain a key source of instability.
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