
  

  

 

 

 

 

 

 

 

 

 

 

  

 
 

The BLOM Bond Index (BBI), which tracks Lebanese government 

Eurobonds (excluding coupon payments), fell by 4.33% in the week 

ending 17 July 2025, closing at 19.27 points.  

 

The decline reflects fading optimism from the Israel-Iran ceasefire and 

renewed investor anxiety over Lebanon’s unresolved security 

challenges.  The debate over disarming foreign-backed forces—

chiefly Hezbollah—remains stalled, with the Lebanese state failing to 

articulate a credible mechanism or timeline for asserting its monopoly 

over arms. Despite US Ambassador Tom Barrack’s call for full 

disarmament by year-end, and the UN Special Coordinator for 

Lebanon Jeanine Hennis-Plasschaert’s urgent appeal for a “clearly 

articulated roadmap with timelines”, Beirut has yet to move beyond 

vague commitments. While the Lebanese Armed Forces (LAF) have 

made notable progress, both US and UN officials stress that more 

progress is needed. 

 

 
    

 

 

 

  

  

    

    

 

Lebanese Eurobonds Slide as Disarmament Stalls, 

Despite FATF-Driven Reforms 

                    BLOMINVEST                                                                        

                          BANK 

 

  

July 18, 2025 

 

Contact Information 

Mira Said 

mira.said@blominvestbank.com 

 

 

 

 

 

 

mailto:mira.said@blominvestbank.com


                                                                                                  

     

2 

 

Lebanese Eurobonds Slide as Disarmament Stalls, 

Despite FATF-Driven Reforms 
SAL 

Compounding concerns, a recent Wall Street Journal report indicates 

that Iran is actively working to rearm its militia allies across the 

region, including Hezbollah. Syria’s new government has intercepted 

multiple weapons shipments—such as Grad rockets and Russian-made 

Kornet missiles—along its borders with Lebanon. Although the fall of 

the Assad regime has disrupted Iran’s arms pipeline, Hezbollah has 

adapted by restructuring its smuggling networks and locally 

manufacturing drones and medium-range rockets. These developments 

underscore the fragility of Lebanon’s security environment and add 

pressure to Eurobond valuations. 

 

Against this backdrop of mounting security risks, regulatory 

momentum picked up. The Central Bank of Lebanon (BDL) issued 

Basic Circular 170, prohibiting dealings with Hezbollah-affiliated 

Al-Qard Al-Hassan, amid US pressure to curb illicit finance. The 

measure—highlighted in a recent article—aims to address FATF 

concerns over unlicensed financial institutions. BDL also signed an 

agreement with K2 Integrity, a US-based firm specializing in risk 

management, compliance, and financial investigations, to tackle the 

cash economy and advance Lebanon’s removal from the FATF grey 

list. These steps signal a shift toward regulatory tightening, though 

their impact will depend on sustained implementation and political 

will. 

 

When bond prices go down, yields go up. Consequently, the yield on 

5-year bonds rose by 320 basis points to 97%, and the yield on 10-

year bonds increased by 190 basis points to 65.2% this week. 

 

 
 

Similarly, in the U.S., Treasury yields climbed this week, with 5-year 

and 10-year bonds rising by 8 and 12 basis points, respectively, 

settling at 4.01% and 4.47%.  

https://www.wsj.com/world/middle-east/iran-militia-allies-houthis-hezbollah-a36d7de7
https://blog.blominvestbank.com/53605/bdl-issues-basic-circular-170-to-prevent-dealing-with-unregistered-or-sanctioned-parties-signs-agreement-with-k2-integrity/
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This upward movement was largely driven by stronger-than-expected 

economic data, which reinforced investor confidence in the resilience 

of the U.S. economy. Jobless claims for the week ending July 12 fell 

to 221,000, a 7,000 drop from the prior week, signaling continued 

labor market strength. Meanwhile, retail sales rose by 0.6% monthly 

in June—triple the pace anticipated by Dow Jones consensus—

suggesting robust consumer demand.  

 

Political developments also contributed to market stability, 

particularly President Donald Trump’s denial of imminent plans to 

dismiss Federal Reserve Chair Jerome Powell. Although reports 

earlier in the week, citing a senior White House official, suggested 

Trump was leaning toward firing Powell following encouragement 

from House Republicans, the president later tempered expectations, 

stating the move was “highly unlikely” unless fraud were involved—

thus easing concerns over potential disruptions to monetary policy 

leadership. Powell’s continued tenure reinforces expectations that 

interest rates will remain unchanged for now, or will not change 

markedly. 

 

These developments have led some analysts to reconsider the 

likelihood and timeline of rate cuts. According to the CME Group’s 

FedWatch tool, traders are now assigning a 97.4% probability that the 

Federal Reserve will hold rates steady at its July meeting—up from 

94.8% a week earlier. In contrast, the odds of a 25-basis point cut have 

dropped to just 2.6%. 
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Disclaimer 

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.  
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