
  

  

 

 

 

 

 

 

 

 

 

 

 

Current Environment  

 

The Lebanese economy had a turning point in year 2019, crowned by sudden drop 

in capital inflows and surging interest rates on deposits that marked the start of a 

currency crisis. Further massive social unrest, financial and monetary pressures 

have certainly had by far the largest negative impact on the economy. Real GDP 

retracted by 6.7% according to the World Bank, public debt increased by $6.5B 

and inflation soared to unprecedented levels, while the local currency started to 

deteriorate by the end of 2019.  

 

This situation was taking its toll on the performance of the Lebanese banks which 

was published by Bilanbanques’ report for year 2019. The banking sector that 

informally applied capital controls has stopped lending and later introduced the 

double accounts “old dollars account “and “fresh accounts”.  

 

Dec-18 Dec-19 Change 

278.04 247.03 -11.2%

55.37 47.15 -14.8%

148.55 147.58 -0.7%

24.75 20.82 -15.8%

2.45 -1.89 -177%

Total Shareholders' Equity

Net Profit

Source: Bilanbanques 2020, BLOMINVEST Bank sal

Financial Highlights of Lebanese Commercial Banks in year 2019 ( in $B )

Total Assets 

Loans & Advances to Customers 

Customers' Deposits

 
 

Consolidated balance sheet 

 

Total assets of the Lebanese banks, including subsidiaries’ total assets in foreign 

countries, contracted by 11.2% y-o-y to stand at $247.03B by end of 2019. In 

details, Alpha and Beta banks groups’ total assets declined by 11.1% and 10.4% 

each to reach $228.05B and $14.15B, respectively. Given the attractive financial 

 
    

 

 

 

  

  

    

    

 

Performance and Exposure of the Lebanese Commercial 

Banks in 2019 

                    BLOMINVEST                                                                        

                          BANK 

 

  

September 03, 2021 

Contact Information 

Research Analyst: Aline Azzi 

Aline.azzi@blominvestbank.com 

Research Analyst: Sami Baff 

Sami.baff@blominvestbank.com 

 

 

S 

 

 

mailto:Aline.azzi@blominvestbank.com
mailto:Sami.baff@blominvestbank.com


                                                                                                  

     

2 

 

Performance and exposure of the Lebanese commercial banks in 2019 

 SAL 

engineering operations conducted by the Central Banks to boost its foreign 

reserves and thus investor’s confidence in the country’s stability, commercial 

banks’ placements in the Central Bank have been on the rise since end of 2018. 

Cash with central bank added 0.3% to reach $104.35B, with 0.2% decrease for 

Alpha group and 6.7% increase for Beta group annually.   

 

Breakdown of assets 2019 

 
Source: Bilanbanques 2020, BLOMINVEST 

 

Moreover, the stagnation of the Lebanese economy was translated into a 

contraction in the lending activity of the banks. As such, loans & advanced to 

customers retreated by 14.8% from $55.37B to $47.15B by end of 2019. In more 

details, Alpha banks’ Net loans & advances to customers slumped by 14.8% YOY 

to stand at $43.24B in 2019 while Beta banks’ Net loans & advances to customer 

retreated by 14.2% to $3.40B.  This contraction was also an indicator of the 

regional slowdown where some Alpha banks are operating, particularly Turkey. In 

turn, the ratio of net doubtful loans to gross loans climbed from 3.48% to 5.85% in 

December 2019.  

 

On the liabilities side, the aggregate customer deposits lost a marginal of 0.7% to 

stand at $147.58B by end of 2019, out of which $138.54B constitute customer 

deposits of Alpha banks and $7.65B for Beta Banks. It is noteworthy to say that 

dollars deposits are always favored by the clients under the uncertain market 

conditions in the country and year 2019 showed an apparent appetite in deposit 

conversion from Lebanese pound to dollar currency. As such, the dollarization 

ratio stood at 76.02% by end of December 2019. 
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On the ratio analysis front, the “loans to deposits ratio fell, from 35.85% in 2018 

to 32.08% in 2019. In more details, loans to deposits’ ratio in Lebanese pounds 

and foreign currency stood at 32.51% and 31.95%, respectively by the end of 2019. 

Undoubtedly, this contraction was expected knowing that loans declined on a 

faster trend than the deposits, largely due to the economic slowdown and the high 

interest rates crowding out the private sector. 

 

Bank solvency is translated by the “net primary liquidity-to-deposits ratio in 

Bilanbanque’s report. Aggregate banks’ net primary liquidity-to-deposits ratio 

decreased from 53.90% to 54.35%. More precisely, the ratio of net primary 

liquidity to deposits in Lebanese pound retreated by 9.57% to stand at 74.74% at 

the end of 2019, whereas the net primary liquidity to deposits in foreign currency 

added 5.85% to reach 48.50% at the same period. It is worth mentioning that 

during an economic slowdown, banks maintain a high level of liquidity to deposits 

ratio.  

 

Given the importance of maintaining a highly solvent and well capitalized banking 

sector, Lebanese banks preserved a sound capital adequacy level. The 

consolidated Basel III Capital Adequacy ratio of all banks reached 10.28% by end 

of 2019 against 17.79% in 2018. Lebanese banks are required to abide by the 

minimum set limits by Basel III. Those ratios are calculated in accordance with the 

Standardized Approach for credit risk, the Basic Indicator Approach for operational 

risk and the Standardized Approach for market risk and taking into consideration 

related declaration and memos issued by the Banking Control Commission of 

Lebanon (BCCL). 

 

 

The Capital Adequacy Ratio Evolution over the past 2 years is as follows:  

 

Ratio Banks Ratio 

by end of 2018

Banks Ratio 

by end of 2019

Basel III Minimum Limit ( including capital conversation 

buffer of 2.5%)  by end of 2019

Net Common Equity Tier 1 / Total Risk 

Weighted Assets
12.65% 6.87%

7%

Tier 1 / Total Risk Weighted Assets 15.47% 8.77% 8.50%

Total Capital Funds / Total Risk 

Weighted Assets 
17.79% 10.28%

10.50%  
Source: Bilanbanques 2020, BLOMINVEST 
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Consolidated income 

 

In term of profitability, net profit remains a prime indicator of the banking activity. 

Consolidated net profits sharply slumped by 177% yearly from $2.56B to a 

negative record of $1.89B in year 2019. The lower profits were underpinned by a 

huge increase of provisions against expected credit loss (ECL) from $311.57M in 

2018 to $4.38B in 2019. In addition, net interest income dropped by yearly 13.7% 

from $4.98B in 2018 to $4.26B in 2019. Net fees and commission income also went 

down by an annual 6.5% to $961.28M over the period.  

 

In the same context, return ratios recorded a decrease, with the return on average 

assets (ROAA) retreated from 0.92% in 2018 to -0.72% in 2019. In more details, 

ROAA of Alpha banks dropped alone from 0.92% to -0.75%, whereas the ROAA for 

the Beta banks slipped over 0.93% to -0.41% for the same period. Concerning the 

return on average equity (ROAE), it slipped from 9.94% to -8.30% by the end of 

2019 out of which Alpha and Beta banks recording each -8.99% and -3.87%, 

respectively, by end of 2019. 

 

 

Performance 2019: 

All Banks Alpha Group Beta Group 

1,408              1,257                 119                   

32,532            29,003               2,363               

-11.2 -11.2 -10.4

-16.5 -15.9 -17.4

-6.7 -6.6 -9.7

-15.8 -16.4 -10.7

-9.8 -9.4 -19.7

-6.8 -6.2 -16

23.3 23.4 19.3

3.357 3.398 2.542

55.25 55.23 53.87

52.19 51.34 63.03

7.7 7.78 7.12

5.97 6.07 5.4

1.74 1.7 1.72

-0.72 -0.75 -0.41

-8.3 -8.99 -3.87

ROAA 

ROAE 

Key performance metrics (%) 

Yield on earning assets 

Cost of earning assets 

Inerest margin 

Average staff per branch 

Cost per average branch ( LL Billion)

Staff expenses to total operating expenses (%) 

Cost to income (%) 

Summary of performance 2019

Branches

Staff emplyed in banking entities

Growth %

Assets

Loans to customers

Deposits from customers

Shareholders' equity 

Total income

General operating expenses 

Management efficiency 

 
Source: Bilanbanques 2020, BLOMINVEST 
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Sovereign Foreign Currency Exposure of Alpha banks  

Banks are the largest creditors of the government, as BDL was offering high 

interest rates in order accumulate dollar reserves to maintain the lira peg to the 

dollar and to finance imports. In this sense, it is important to understand that the 

“Financial Engineering Operations” that were applied by BDL were done in the 

context  of large balance of payment was deficits, especially in 2019, and the 

government sale of domestic debt to the Lebanese banks in order to finance its 

huge and rising budget deficits. 

 

In addition to the impact of the Syrian war, in retrospect perhaps what triggered 

the beginning of the crisis was Prime Minister Hariri’s resignation in a shock 

announcement from Saudi Arabia in 2017. This event was considered a turning 

point for the Lebanese economy as a large amount of foreign currency started 

exiting the Lebanese market. Of course, that was not the major problem of the 

situation, as BDL was for decades financing the Lebanese government who had 

failed to manage the public expenses in an effective way. 

 

Moreover, S&P made a statement in 2018 warning that the Lebanese banks were 

highly exposed to the sovereign and public debt. Lebanese banks held a big chunk 

of the government Treasury bills and Eurobonds, in addition to placements and 

certificate of deposits at BDL. In fact, the excessive interest rates policies applied 

by BDL and, in turn, by commercial banks to attract hard currencies resulted in 

about $5 billion injection into banks. As such, the key risk for Lebanese banks 

became their exposure to the sovereign, at BDL and in public debt.  

As such, the table below presents the exposure to the sovereign of Alpha banks in 

December 2019, as they represent more than 90% of the consolidated size of all 

Lebanese banks.  

 

Sovereign Foreign Currency exposure of Alpha banks  

(M$) Alpha Banks % of total Assets % of Equity 

Total Placement with CB 47,991 21.04% 260.86% 

Total Lebanese Sovereign Eurobonds 11,200 4.91% 60.88% 

Certificate of Deposits in FC in the CB 13,618 5.97% 74.02% 

FC Sovereign Exposure 72,809 31.93% 395.77% 

FC Loans to Customers 43,247 18.96% 235.08% 

Source: Bilanbanques 2020, BLOMINVEST 

 

Noting that placements with BDL are estimates, we can notice from the above 

table that more than 30% of the assets of alpha banks were sovereign exposures, 

equivalent to more than $72 B and almost 400% of their equity. This indicates that 
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Lebanese banks aimed to invest with BDL due to the high interest rates (higher 

return) and what they thought were less risky assets, notwithstanding the fact that 

BDL regulations also obliged them to place some of their foreign currency 

holdings at BD or with CBL. And as can be seen form the table below, with the 

exception of one bank, all individual Alpha banks had a high foreign currency 

exposure to the sovereign in excess of 20% of assets, ranging from 21% to 40%. 

Interestingly, foreign currency loans represented close to 19% of assets and 235% 

of equity only. 

 

Total sovereign Foreign Currency Exposure of Individual Alpha Bank (% of 

assets and for June 2019) 

 
Source: Bilanbanques 2020, BLOMINVEST 

 

Unfortunately, the high sovereign foreign exposure that was considered the safe 

haven investment for banks turned to be their worst nightmare, as in March 2019 

the Lebanese government has defaulted for the first time in its history. The 

financial engineering adopted by BDL in order to gain more time for the Lebanese 

government to make the necessary reforms, rationalize spending and apply a 

sustainable economy growth plan has failed, due to political instability. As such, 

Lebanese banks should perhaps learn from their crisis experience and adopt a 

wide diversification policy in the future.  

 

 

Conclusion 

 

Although the latest Bilanbanque data were for end 2019, they however were 

indicative of things to come. Lebanese banks continued to witness lower assets 

and deposits, but they managed to lower their loan portfolio and only shed part of 

their Eurobonds out of their total foreign currency sovereign exposure. In addition, 
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they continued to witness losses and lower capital adequacy, which forced BDL to 

issue regulations obliging banks to increase their capital by 20%. All banks 

complied and some had to sell their foreign units for that purpose. But the hard 

adjustment is still to come when the bank restructuring process begins and the full 

impact of the exchange rate depreciation and loss of confidence is reckoned with. 
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