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Editorial

ur financial system needs to wake up. Once the dynamic 
driver of our nation’s economy, it’s long slumbered at the 
wheel, abandoning industry and entrepreneurial activity 
in favor of cozy deals on government debt. The result? 
Stagnant industry, few exports, a huge current account 
deficit and a morbidly high brain drain as our young 
people seek out decent employment abroad.

It wasn’t always like this. Forty years ago, young urban professionals — 
fresh products of the finest public education system in the region — were able 
to make a decent wage. They made it into the middle class because at that 
time, hard work was all that was required: keep your nose to the grindstone 
and you can afford a house, education for your children, even vacations.

At that time — just before the Civil War began — local manufacturers 
were internationally competitive. A dollar bought 2.25 Lebanese pounds, not 
1,500 — and the pound was set to become an international forex and reserve 
currency. It would take nine long years of conflict and uncertainty to erode 
the power of the currency and push it into a death spiral.

But the Civil War didn’t just ruin the country’s purchasing power. It also 
pushed the banks into a deep hypnosis. After 17 years enjoying the spoils of 
a war economy, they became entranced by easy, risk-free government debt 
instruments — and in the process, they abandoned the private sector. This is 
an ongoing tragedy. Banks are a necessary component of any modern nation 
building exercise, yet today’s general managers and regulators are unwilling 
to take part in the risk — and reward — of new economic activities. They 
shy away from funding businesses unless supplicants offer up their personal 
assets as collateral. This deprives enterprising people with bold, innovative 
ideas the capacity to realize their ambitions and robs the economy of 
the benefits of the most important invention in capitalism: the limited 
liability company. Let’s not forget that without J.P. Morgan, Thomas Edison’s 
bright new world would never have happened with such lightning speed.

After 25 years of less than stellar rebuilding, it is time for banks to wake 
up and once again begin to bet on private initiative. Reconstructing a truly 
dynamic economy will take time, but it is the only way to drive exports, balance 
trade, increase jobs, raise our purchasing power and keep our youth here.

We have the human capital. All we need is the money — and the 
daring — to unleash this talent.

O
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LAST MONTH

> The first shipment 
of French weapons and 
military equipment 
stipulated under a $3 
billion Saudi funded deal 
has arrived in Beirut. The 
deal, first announced in 
December 2013, involves 
a mix of land, sea and air 
equipment aimed at helping 
the Lebanese Army in its 
fight against militants. 
French Minister of Defense 
Jean-Yves Le Drian came to 
Lebanon to oversee the first 
delivery on April 17. 

> Twenty prison guards 
were taken hostage for 
a few hours during riots 
by Islamist detainees in 
Block D of the notorious 
Roumieh Prison. According 
to Interior Minister 
Nouhad Machnouk, the 
riots were prompted by 
extreme overcrowding in 
the prison, as Block B — 
which has traditionally 
housed Islamist inmates 
— is temporarily closed 
for renovations.

> Nine Lebanese truck 
drivers were kidnapped by 
Jabhat al-Nusra militants 
along the Syrian–Jordanian 
border in early April. The 
drivers had arrived at the 
Syrian side of the border 
as clashes broke out for 
control of the crossing, and 

Michel Sleiman’s term 
ended without the election 
of a successor.

> April 13 marked the 
40th anniversary of the 
outbreak of the Lebanese 
Civil War, which left nearly 
150,000 dead and 17,000 
missing. A number of the 
country’s political leaders 
stressed the importance of 
avoiding another domestic 
conflict, with Druze leader 
Walid Jumblatt advising 
Lebanese youth via Twitter 
to “beware of violence 
and ignorance.”

> Thousands of 
Armenian–Lebanese took 
part in demonstrations 
in Beirut on April 24 
commemorating the 
100th anniversary of 
the genocide that killed 
nearly 1–1.5 million 
Armenians. A decision 
by Education Minister 
Elias Bou Saab to close 
public and private schools 
on April 24, Armenian 
Genocide Remembrance 
Day, sparked criticism 
from a number of Sunni 
organizations that feared 
it could harm Turkish-led 
efforts to secure the release 
of Lebanese servicemen 
kidnapped in Arsal. 

> A new traffic law 
went into effect on April 
22 that includes stiff fines 
for not wearing a seat 
belt, speeding and other 
violations. On the first day 
of the law’s implementation, 
drivers in Tripoli blocked 
roads and set fire to piles 
of tires in protest. The 
government responded to 
criticism saying that the law 
was not aimed at imposing 
heavy penalties, but rather 
improving road safety 
with the goal of cutting the 
number of annual traffic 
deaths in half by 2020 (see 
page 14).

> The contempt case 
against Al Jadeed TV and 
journalist Karma al-Khayat 
began at the Special 
Tribunal for Lebanon 
(STL) in The Hague. Both 
Khayat and Al Jadeed 
S.A.L., the owner of Al 
Jadeed TV, are charged 
with contempt and 
obstruction of justice for 
allegedly airing a report 
that revealed information 
about confidential 
witnesses. Daily Al Akhbar 
and its editor in chief 
Ibrahim al-Amin are also 
facing charges over an 
article published in 2013 
concerning STL witnesses. 

were taken captive after 
rebels succeeded in driving 
out government forces. All 
nine were released after 
being held for two weeks, 
with Agriculture Minister 
Akram Chehayeb, who had 
been tasked with following 
up on the file, stressing that 
no ransoms were paid in 
exchange for their release.

> Addressing a rally 
on April 17 to express 
solidarity with the Yemeni 
people, Hezbollah secretary 
general Hassan Nasrallah 
called on the Lebanese to 
not let the Yemeni conflict 
divide the country. He 
advised those who may be 
quick to celebrate the Saudi 
led airstrikes against Houthi 
rebels to “hold their horses,” 
and not make “wrong 
calculations.” On April 21, 
Riyadh announced the 
end of the aerial campaign 
which had began on March 
26, to pursue political 
and peace efforts called 
Operation Restore Hope. 
However, intermittent 
airstrikes have continued. 

> Presidential elections 
were postponed to May 
13 for the 22nd time, after 
Parliament failed to meet 
quorum. The post has been 
vacant since May 2014 
when former President Drivers now face large fines for not wearing seatbelts

A shipment of French weapons arrives in Beirut
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Both media outlets and 
journalists maintain 
their innocence and have 
questioned why the court 
has not brought charges 
against foreign media for 
similar reports. 

> Spanish King Felipe 
VI visited the Spanish 
peacekeeping force’s 
headquarters in Marjeyoun 
on April 8 to pay tribute to 
the fallen Spanish UNIFIL 

soldier who died by Israeli 
fire during clashes on 
the southern border on 
January 28.

> According to 
Lebanese banking 
consultancy Bankdata, 
consolidated net profits 
of Lebanese alpha banks 

(those whose deposits 
exceed $2 billion) grew 
by 9.1 percent in 2014, 
compared to 0.1 percent 
growth in 2013. Total assets 
also increased 10.4 percent 
last year, from $176.3 
billion at the end of 2013 to 
$194.6 billion at the end of 
2014 (see page 64). 

> According to 
Bank Audi’s research 
department, the first two 
months of 2015 saw a 30 
percent decline in the 
trade deficit year on year, 
from $3.108 billion in 
January and February of 
2014 to $2.175 billion in 
the corresponding period 
of this year. This came as 
the result of a 26.2 percent 
fall in imports amid a 2.2 
percent decline in exports.

> Statistics recently 
released by the Port of 
Beirut show a year on year 
decrease of 15.5 percent 
in the quantity of goods 
passing through the port 
in the first three months 
of 2015, compared to an 
11.6 percent year on year 
increase for the same period 
in 2014 (see page 18). 

> The central bank’s 
bimonthly balance 
sheet ending mid-April 

showed that foreign assets 
decreased by $233 million 
in the first half of the 
month, reaching $38.2 
billion as of April 15. 

> Lebanon’s gross 
public debt reached 
$69.2 billion at the 
end of February 2015, 
representing a 6.6 percent 
year on year increase. 
Meanwhile, domestic debt 
rose 8.0 percent during 
the same period, reaching 
$41.7 billion at the end of 
February 2015, according 
to data released by the 
Association of Banks 
in Lebanon. 

> In the 2015 Global 
Information Technology 
Report, published by the 
World Economic Forum in 
partnership with Cornell 
University and INSEAD, 
Lebanon placed 99th out 
of the 143 countries in 
the Networked Readiness 
Index, dropping two places 
from last year. Regionally, 
it fell one position, ranking 
11th among the 14 MENA 
countries included in the 
survey. According to the 
report’s executive summary, 
this index measures “the 
capacity of countries 
to leverage ICTs for 
increased competitiveness 
and well-being.” 

> The Lebanon 
Economic Monitor report 
for Spring 2015 noted 
an increase in economic 
activity in the second 
half of 2014, saying that 
“stronger economic 
performance and lower oil 
prices pushed real GDP 
growth to an estimated 

2.0 percent in 2014, 
compared to 0.9 percent 
in 2013.” However, the 
report pointed out that 
“one-off cosmetic and 
unsustainable measures” 
helped improve the fiscal 
balance in 2014, rather 
than policy actions. 

> Expatriates’ 
remittances to Lebanon 
increased by 13.2 
percent from 2013 to 
2014, from $7.86 billion 
in 2013 to $8.9 billion 
last year, according to a 
World Bank report. The 
report attributed this 
growth to both improved 
economic conditions in 
countries where Lebanese 
expatriates reside, as well 
the rise in remittances sent 
to Syrian refugees hosted 
by Lebanon. 

> The Lebanese 
Center for Human Rights 
(CLDH) published a 
report entitled “Women 
Behind Bars — Arbitrary 
Detention and Torture 
of Women in Lebanon,” 
in which it stated that 52 
percent of arrested women 
between 2013 and 2014 
had been tortured. 

     QUOTE OF THE MONTH

PEOPLE NEED MORE PEACE 
OF MIND AND MONEY IN THEIR 
POCKETS TO SPEND ON LOTTO.

Rainier Jreissati, President of La Libanaise des Jeux, 

the operator of the Lebanese Lotto

“
”

King Felipe VI pays tribute to 
his fallen countryman

Syrian refugees may be 
partly responsible for an 
increase in remittances
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hange is a universal constant. For philosophical fin-
eries adorning the ‘change is eternal’ concept and 
for musings on the durability of change, see classical 

works, beginning with the fragments that remain of writings 
by eastern Mediterranean thinker Heraclitus. 

In the real life experience of pressure for change, the global 
banking industry has been flooded with existential challenges 
related to the Great Recession, which was to a significant ex-
tent triggered by bankers’ reckless risk taking and their own 
hubris in the engineering of incomprehensible securitiza-
tion instruments. 

The global recession resulted in sweeping changes that 
were forced upon the financial game over the past seven to 
eight years: measures ranging from Dodd–Frank and Basel 
III reforms and the stress testing of systemic banks, to the hy-
per scrutiny of banks’ compliance with cross border taxation 
rules and politically determined behavior standards. Change, 
in summary of the contemporary global banking industry ex-
perience, thus was recently intense, multi tiered and intrusive.

For Lebanese banks, the experience was more nuanced. 
Different from the upheavals elsewhere that swallowed en-
tire banking groups, the sector’s conservative culture and in-
tense guidance by Banque du Liban insulated Lebanese bank-
ing from the global risk swamp to such a degree that many 
local bankers or economists would emphasize that banking in 
so called developed economies could take lessons in prudence 
from Lebanon.

In total, no Lebanese bank was swallowed by the subprime 
bog or any other sinkhole of the global financial crisis. Even in 
the country’s one large financial mess of the past several years 
— the indictment and dissolution of Lebanese Canadian Bank 
— the final settlement was regarded by the Lebanese share-
holders and the former bank’s management as an absolution 
from culpability.

In more recent experience, a fine levied against Bank of 
Beirut’s UK subsidiary read much like an admonition against 
handing the teacher a poor excuse for not doing a class as-
signment, not comparable in any way to the multi billion dol-
lar severe violations and deceits which institutions the likes of 
Barclays, UBS, Citi, Deutsche and HSBC — to mention but a 
few — were party to in London interbank offered rate (Libor) 
manipulations or assistance to criminal, big ticket tax cheats.

This is of course not to paint any undeserved halos around 
the heads of Lebanese bankers. Governance in the sector and 
its public transparency are both still mostly amiss, and the 
best and brightest local bankers utilize disinformation in their 
communication as well, and as avidly, as the next person. But 

when seen in the context of a global financial industry that is 
as far from perfect as the lord of La Mancha is from his un-
reachable star, the Lebanese banking province represents a 
surprisingly bright spot — and not only because of its vital role 
for financing the country’s public and private sector needs.

It must further be noted that the Lebanese bankers recent-
ly have had a lot on their plates. Firstly, requiring substantial 
investments and organizational adjustments, the internation-
ally imposed new compliance regime was a major disruption. 
Banks and the Association of Banks in Lebanon (ABL) thus 
in the past three or four years were greatly preoccupied with 
training for and implementing the new rules.

This important exercise was secondly not helped by the re-
gional and internal pressures on the Lebanese economy, which 
effectively constituted real life stress testing that the banking in-
dustry had to withstand. And, as shown in the results for each of 
the past three years — perhaps especially in the profits achieved 
in 2014 — the sector has so far passed the tests every year.

BANKING FOR CHANGE
On the other hand, the Lebanese banking system is exhibit-

ing sclerosis. The industry’s structures appear to have hardened 
in several respects that imply a new need for multi tiered change. 
One such indicator of structural sclerosis is related to the im-
mense importance of Lebanese banks in keeping the economy 
above water. Top decisionmakers at several alpha banks, along 
with central bank chief Riad Salameh, regard no individual bank 
— but rather the entire sector — as systemically important. This 
correctly reflects the national situation, diagnosed time and 
again by multilateral financial institutions and countless ana-
lysts, whereby the Lebanese structural dependency on capital 
inflows for financing the current account deficit correlates with 
the domestic banking sector’s crucial importance as an investor 
in public debt — and its high exposure to sovereign risk.

This collective systemic importance of Lebanese banks is 
grounds for concern, because it causes resistance to change. 
No single bank could be allowed to fail and banks need to 
stick together, sector members argue, because even a minor 
and badly managed bank’s commercial failure would scratch 
the vitally important confidence in the sector. The assumption 
has not been tested in the past decade by allowing a bank to 
crash, and while it may be true, the codependency of banking 
and sovereign needs remains as concerning as it was when rat-
ings agencies started evaluating the first few Lebanese banks in 
the mid 1990s.

Banks, as we all know, have profited quite handsomely 
from lending to the sovereign. Notwithstanding continuous 
attempts at diversification and growth into new markets, the 
sector still derives most of its profits from Lebanon, and no 
one seriously expects that T-bill transactions will cease to be 
the sector’s main profit engine anytime soon.

The codependency has worked, but it came at a huge eco-
nomic cost to the people of Lebanon. Banks on the whole, on 
the other hand, had no sector engulfing incentive to change 

>  Banking

Lebanon’s banking system is sclerotic — 
that must change

Resilient or resistant?

C

Replanting Beirut’s not-so-green spaces



their profitable reliance on the existing system and the un-
derlying monetary regime. But believing the system to be in-
fallible is an unending gamble and, unless preparations for a 
transitioning into a real monetary policy are tackled, a deep 
disruption of the current national financing mode would be 
fatal for the Lebanese economy.

Some suggest that the transition into a real and inde-
pendent Lebanese monetary policy should happen after fully 
achieving national security, implementing fundamental re-
forms under the constitution and advancing to a well meas-
ured political situation. To make something of life one does 
well to aim for ideals but, given the probability of achieving 
any of these preconditions, the question arises if that would 
mean a postponement of a needed transition or a flight in-
to utopianism.

It bears repeating that Lebanese banks have proven abili-
ties to deal with and implement change. Current demands 
for change are not imposed by regulators but by technology 
innovations and customer demographics (see stories 52 and 
48). These market demands speak to the need for fundamental 
transformations of banking cultures in a similar intensity as 
we experienced last time in the new economy days around the 
turn of the millennium.

Some banks are acting faster and smarter than others in 
aligning their cultures with these market needs, reminding us 

that while change is based on necessity, it also requires pas-
sion and insight. Passion for smart and valuable change is an 
attitude that Lebanese banking sector stakeholders, from the 
policy leaders and the ABL, to individual bankers, are not only 
well advised to focus on. It is a need for being sustainable as an 
industry and as institutions.

It may very well be true that people — more specifically 
us 90 plus percent who are non bankers in Lebanon and a vast 
majority of the world’s ‘99 percent’ in general — are “not suf-
ficiently aware of the importance of the role of bankers in pro-
moting economic development and creating jobs by convert-
ing savings into investments.”

This perception of the chief strategist of our country’s 
by far largest lender means that Lebanese banking — to be 
understood for being worth more than just money, on top 
of all other change needs — also has to adjust to the task 
of building a new global framework for sustainable devel-
opment through 2030 that the International Monetary Fund 
last month highlighted in the closing communiqué of the 
2015 Spring Meeting. In a nutshell, banking for profit must 
be banking for inclusion.

A dose of utopia is part of having the strength to aspire 
for great and meaningful changes in anything. And utopian as 
this may be, this means not just change in banking, but bank-
ing for change.
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he world is slowly waking up. A new industry is 
here: fintech. While banks have traditionally been 
the guardians of financial transactions, in the last 

decade and a half, nontraditional players have begun to 
pose a threat to their business, putting pressure on banks to 
evolve. From Paypal and Google Wallet to Facebook’s recent 
announcement that it would start a free payment service, the 
technologically savvy alternatives to banks that are popping 
up are starting to eat at the traditional giants’ bottom lines.

 To mitigate the risk of being overtaken by these 
young companies, large global banks are starting to make 
investments in more technological tools to help them 
compete. And they are serious about it. Global investment 
in financial technology — “fintech” — companies has tripled 
from $4.05 billion in 2013 to $12.2 billion in 2014, according 
to a 2015 report by consulting giant Accenture.

While some banks in Lebanon are more attuned to these 
trends and are starting to make investments into technology 
companies with financial gear, overall the sector is slow on the 
uptake. But there is a major problem for tech savvy banks: the 
dearth of local fintech partners. The most forward thinking 
banks tell Executive that the tech startup ecosystem is not as 
mature in Lebanon as it is in other countries such as Turkey.

This is a missed opportunity for our budding local 
tech startup ecosystem. It is time for both the banks 
and entrepreneurs to start realizing the potential of new 
financial technology, and the business they could create out 
of it. On the banks’ side, investing in fintech products is a 
huge opportunity to distinguish themselves from the sea 
of other banks, as well as from competitors such as the big 

international payment businesses.
 On the entrepreneurs’ side, banks could be major, stable 

clients. It is time for small enterprises to wake up and realize 
this potential. Banking is one of the most important sectors 
in Lebanon, with clear scalability implications. Building 
tools for banks means building tools for reliable clients that 
have cash to burn on technology budgets.

 This is particularly important since recent government 
(at least in talk), central bank and private initiatives have 
made it clear that stakeholders want to grow Lebanon’s tech 
startup sector. And sizeable amounts have been thrown 
towards encouraging entrepreneurship, either directly or 
through investments. The central bank in particular has 
been pushing money into the ‘knowledge economy’ through 
various means. But for such initiatives to succeed, investment 
must be in the types of businesses that stand a chance.

 While Lebanon does have a budding and diverse 
startup ecosystem, many of these startups are focusing on 
overcrowded business-to-customer models. While these 
initiatives are commendable, the saturated Lebanese market 
— and the rest of the Middle East and world — may not need 
another copycat app.

Instead, it is perhaps better for Lebanese entrepreneurs — 
or some of them — to concentrate their time and resources 
on building businesses that are more needed and that have 
concrete, reliable clients: the banks. For the sake of both 
individual company survival and the growth of a tech sector, 
the answer lies in the banks. Deliver the fintech.

But this is not a one way street. Banks should also realize 
the potential of technology startups that create inventive and 
innovative products and services to satisfy the ever changing 
younger generations of customers. And the fact that many 
banks in Lebanon are still blind to this is a huge problem — 
for them. Banks in Lebanon need to start taking the advent 
of new technologies and competitors seriously. And that 
means start investing now for the future.

>  Financial technology

Banks and entrepreneurs would do well by teaming up

Better together

T

>  Road safety

The new traffic law cannot be allowed to go the 
way of the smoking ban

Finally, teeth N avigating Lebanon’s streets during the height of 
rush hour traffic is certainly simpler than cutting 
through uncharted jungle territory, yet the 

dangers are just as great. Drivers not observing road safety 
rules, because the police look the other way, have turned 
the roads of this country into backwater territory where 
anything goes. It is chaos, and the risk of vehicular fatality 
runs greater than that of being eaten by a large, predatory 
jungle feline.

What is happening on this country’s roads amounts to 
a public health crisis. In 2014, road accidents claimed the 
lives of 657 people, according to figures from the Internal 
Security Forces. This is an unacceptably high figure. The 
death of actor Issam Breidy last month was another tragic 
reminder of the ongoing debacle of Lebanese motor safety.
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he honking car horns, the heavy traffic, the sidewalks 
bustling with pedestrians, the wide variety of tightly 
packed shops and eateries, the mix of accents and 

languages which can be heard around you … No, this is not 
some dynamic foreign metropolis. It is Beirut’s Hamra, and 
many other areas in Lebanon have a thing or two to learn 
from its inclusive urban approach. 

Historically, and specifically in 
the 1950s and 1960s, Hamra was a 
haven for persecuted intellectuals from 
throughout the region who found a 
welcoming environment in its cafes and 
its residents. This is due in part to the 
presence of the American University of 
Beirut, but perhaps more importantly 
to the fact that Christians and Muslims 
have coexisted for generations as 
landowners and residents in the 
neighborhood (see article on hospitality page 70).

Today, Hamra continues to welcome non Lebanese and 
is one of the few neighborhoods in Beirut where you are 
likely to hear the Syrian and Iraqi dialects of Arabic almost 
as much as you hear the Lebanese one. Migrant workers 
from the Philippines also frequent Hamra on Sundays, after 
attending services at Saint Francis Church.

In a similar manner to cosmopolitan areas like New York 
or Rome, these communities have established their own 

>  Inclusive development

Hamra shows why inclusion and diversity beget eco-
nomic opportunities — and others should copy them

The Hamra model

T

businesses in Hamra such as the Iraqi or Syrian restaurants 
in the side street facing Barbar or the Filipino mini market 
and eatery near Saint Francis Church. Syrian and Iraqi artists 
have also found in Hamra a place to sell their artwork.

These communities have also energized the venues 
on Hamra, with many restaurants citing high volume and 
retail outlets saying that it is the Iraqis — and the Syrians 
to a lesser degree — which have kept their businesses 
afloat (see article on retail page 84) at a time of dwindling 
purchasing power among Lebanese locals. By doing what it 
has done naturally for years — welcoming all nationalities 
— Hamra has managed to become one of perhaps two truly 

bustling, economically active areas 
of the city (the other being Dora–
Burj Hammoud).

Of course, this comes with its 
own set of challenges. Hamra has 
had to deal with an increase in street 
beggars, which caused many locals to 
stay away. In addition, and similar to 
other areas of Beirut, Hamra has also 
had to deal with the issues of high 
traffic congestion, overall neglect of 
its infrastructure and generally less 

footfall from tourists compared to boom years such as 2010.
Yet Hamra has not taken these frustrations out on the 

non Lebanese in its community. Instead, it has given them 
the opportunity to create and contribute to its economic life 
for the general betterment of the neighborhood. Hamra, 
with its raw energy, grittiness and liveliness, has shown 
what can happen to an area when its residents stop fearing 
‘foreigners’ and simply allow them to be. Others could learn 
from their model.

The solution seems quite obvious: punish offenders. To 
this end, implementation of the new road safety law is to 
be applauded — and actively supported. Whether a driver 
has received thorough instruction or opted to subvert 
the formality of the licensing process, developing good 
driving habits — and discouraging the bad — is the most 
effective way to minimize vehicle accidents that damage 
property, or worse, cause injury or death. Drinking and 
driving, speeding, not wearing a seatbelt and texting 
while driving are among the worst habits of Lebanese 
drivers, and celebrating a victim’s life while ignoring the 
cause of their death is irresponsible to the public. As if 
accident victims’ families needed a reminder, a hefty fine 
for violating a rule of the road pales in comparison to the 
ultimate price one could pay.

Doling out tickets when rules are violated is now, 
and must remain, essential because penalties serve as 

a deterrent and as an effective teaching tool towards 
respecting the law, but secondary incentives should 
also be established. Settling an unpaid parking ticket is 
a prerequisite for passing the biennial motor vehicle 
inspection and the same should be so for moving vehicle 
violations. Drivers’ records should automatically be tallied 
in an electronic system that notifies insurance companies 
to adjust policy prices that reward good driving records 
and penalize bad ones.

The government’s implementation of road safety rules 
is a positive measure, though more support to municipal 
police forces will be needed to bolster enforcement. The 
newly introduced law must not be allowed to go the way 
of the ban on smoking, another big risk to public health. 
Institutionalizing enforcement must be the next step. 
The alternative is preparing for more funerals for those 
senselessly killed on our roads.

HAMRA HAS SHOWN 
WHAT CAN HAPPEN 
TO AN AREA WHEN 

ITS RESIDENTS 
STOP FEARING 
‘FOREIGNERS’
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he Beirut Port is thriving, 
the Port Authority’s director 
Hassan Kraytem, tells 

Executive from his panoramic office 
overlooking the shipyard. Its success 
— the port transferred nearly $55 
million of its profits to the treasury 
in 2014 according to data from the 
Finance Ministry — is largely due to its 
growth into a transshipment hub and 
an increase in container traffic. But a 
plan to expand the port to increase this 
capacity has resulted in labor strikes 
and political controversy.

Whereas today the fourth basin 
can only handle ships carrying general 
cargo — commodities such as grain 

> Beirut Port

T

Lebanon’s Christians are opposing the expansion of Beirut Port — for unclear reasons   By Jeremy Arbid

Holy waters

and flour, cars and other goods that are 
not easily containerized — the plan is to 
fill the basin and create a multipurpose 
terminal to handle both general cargo 
and containers. Filling the port’s fourth 
basin is the point of contention. Truck 
drivers shuttling goods from the port 
to destinations in Lebanon and beyond 
had called for work on the expansion 
project to stop, arguing that jobs would 
be lost, with Bkirki — the seat of the 
Maronite Catholic Patriarchate — and 
the Lebanese Forces, Kataeb, Free 
Patriotic Movement (FPM) and Marada 
Movement supporting their cause. It is 
yet unclear why the Church has gotten 
involved. Minister of Education Elias 

Bou Saab, a FPM party official, told 
The Daily Star in February that in the 
absence of a president the Church was 
the best representative of Christians. 
Local media reports suggested the 
Council of Ministers would meet in late 
April to debate the issue but as of yet 
no compromise has been reached. The 
Church did not respond to a request 
for comment.

The Port Authority, meanwhile, 
argues that the expansion is, in 
Kraytem’s words, “purely economical 
— a project that is in the interest of the 
port and of Lebanon as a whole.” Until 
the two sides sort out their differences, 
the expansion is on hold with ongoing 



“IN 2018 THE 
PORT WILL REACH 
SATURATION FOR 

GENERAL CARGO AND 
CONTAINERS”

discussions that could result in 
alterations to the original plan.

REACHING CAPACITY
A colorful mix of containers sit 

stacked on top of one another in Beirut 
port’s container terminal. Completed 
in 2000, operation of the terminal 
commenced only a few years later 
under subcontracted management 
by the Beirut Container Terminal 
Consortium (BCTC). The original 
capacity of the terminal allowed 
processing of up to the equivalent of 
745,000 twenty foot containers (TEU) 
per year. Capacity quickly peaked 
according to statistics available on the 
BCTC website and by 2010 the terminal 
was bustling, handling nearly 1,000,000 
TEU annually. 

Thus began a first phase in 
expanding the terminal’s capacity to 
process up to 1,200,000 TEUs per 

year and for quicker turn around in 
servicing ships. Today, Kraytem says 
the container terminal is again quickly 
approaching capacity levels — BCTC 
says TEUs last year totaled 1,211,033 
— and in only a few years will create 
a bottleneck in the unloading and 
loading of containers onto vessels, 
thereby slowing shipment times and 
placing the port’s competitiveness 
vis-à-vis regional ports in jeopardy. For 
this reason, Kraytem says expansion is 
necessary. “If we don’t implement that 
expansion we believe that in 2018 the 
port will reach saturation for general 
cargo and containers.” 

The project will build a new quay 
that can accommodate the largest 
vessels that come to the Beirut Port, 
Kraytem explains, with the area behind 
the new quay to be filled, creating a 
backyard for storing and stacking all of 
the cargo and containers. “In a couple 

of years’ time, these people’s livelihood 
that they’re trying to defend will be 
affected — the port will be saturated 
and cargo will start either moving to 
other ports or getting more expensive 
for the Lebanese consumer.”

A new multipurpose terminal, 
Kraytem says, will be on a similar work 
schedule as the container terminal 
— 24 hours per day, seven days per 
week, 365 days per year — managed by 
BCTC, where work is carried out round 
the clock by their employees. The port 
has its own employees and the truckers 
are independent contractors. Jordan 
Srour, an expert in port operations 
management at the Lebanese American 
University, says Lebanese labor law 
is much more flexible than that of, 
for example, the United States, where 
the International Longshore and 
Warehouse Union would not allow 
the extent of the hours that workers 
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in Lebanon accommodate. Yet the 
quay in question services ships for 
only eight hours a day; it is not clear 
to Executive whether the truckers’ 
union plays a role in limiting working 
hours on this quay, and the union did 
not respond to Executive’s requests 
for comment. 

FEELING CONGESTED
The port is now linked directly to 

60 destinations — mostly in Europe, 
Africa and Asia — and traders have 
a wide array of possibilities to export 
to or import from. It is market forces, 
says Srour, that make the container a 
very appealing method of shipping, “It’s 
absolutely just economic dynamics — 
what people want to purchase and what 
people want to import and export.”

Global port connectivity has been 
a boon for Lebanese traders, says 
Kraytem, because companies like 
Mediterranean Shipping Company or 
CMA CGM Group with their large 
vessels compete to take volumes to 
and from Beirut, so the consumers 
are benefiting from that competition. 
“Should that stop,” Kraytem adds, 
“you will see an increase in cost for 
shipping to and from Beirut. We will 
have [less] variety in the choice of lines 
and destinations, and much longer 
transit periods.”

The Beirut port is handling its 
current cargo and containers — 
Kraytem estimates TEU capacity to 
be 1.4 million — but excess capacity 
is now only enough to satisfy short 
fluctuations in increases to volume. 
A March decision by the Ministry 
of Finance’s Customs Department 
to inspect all cargo and every single 
container has pushed congestion at the 
port to its limit. “We always have to 
keep some buffer, [but] we don’t have 
a place to put one single container at 
the current moment,” Kraytem points 
out. Keeping a buffer for containers as 
temporary storage space at the port is 
crucial, he says, enabling the container 
terminal to continue unloading and 
loading ships quickly. 

The growth of general cargo — i.e. 
non-containerized goods — at Beirut 
Port has remained steady, rising only 
slightly from 1.8 million tons in 2005 
to around 2 million today. However, 
growth in container volume, Kraytem 
says, has risen dramatically in the 
same period, “We have gone from 
[processing] daily 324, on average per 
day in 2005, to almost 800 containers 
per day. 800 going out and 800 
containers coming back empty.” Were 
expansion at the port to happen, that 
growth would continue, with profits 
transferred annually to the treasury also 
expected to rise, Kraytem concludes.

The main issue at hand for Kraytem 
is that growth in global shipping has 
been in container transport because 
of its efficiency, and Beirut Port needs 
to keep up. In ports throughout the 
world, containers have become the 
standard, easily transferred from 
ship to truck to rail. Because of this 
standardization containers are the 
most attractive way to send goods and 

products — for example, flat screen 
televisions, jewelry or clothing — 
generating customs revenue for the 
government. General cargo, meanwhile, 
typically involves goods that are 
subsidized by the government and are 
therefore less attractive in terms of the 
revenue generated.

The World Trade Organization 
forecasts the global goods trade will 
grow by 3.3 percent this year and 4 
percent in 2016. Intra-Mediterranean 
container volume trade is expected to 
rise from 14.9 million to 15.6 million 
in 2015 and 17.1 million TEUs by 2017, 
according to the Dutch consulting 
firm Dynamar.

Container volume growth roughly 
mirrors gross domestic product 
growth; McKinsey & Company, a 
global consulting firm, in a 2011 report 
observed that in Germany and France 
an “average annual GDP growth of 1 
percent was associated with average 
container port growth of 3 percent.” 
The report also notes that port growth 
is dependent on its connections to 
the hinterland — the Beirut port’s 
bottlenecked trucking traffic at the 
entrance has no immediate solution so 
a valid question raised is how efficiently 
and quickly an increased volume 
of containers that port expansion 
represents could enter and exit the port.

Port expansion, Kraytem 
concludes, would benefit Lebanon 
— traders will continue to satisfy 
the demands of their customers and 
increased container capacity might 
encourage greater competition among 
shipping companies to use Beirut 
as their preferred transshipment 
hub, thus driving down shipping 
costs for importers and exports. The 
profitability that containers represent 
also means greater revenue transfers 
to the government. But the social 
implications on labor at the port, 
whether a loss in jobs is likely or not 
or how livelihoods might be affected, 
is an ongoing issue that might become 
clearer once negotiations for the 
expansion conclude.

“WE ALWAYS HAVE TO 
KEEP SOME BUFFER, 

[BUT] WE DON’T HAVE 
A PLACE TO PUT ONE 
SINGLE CONTAINER, 

AT THE CURRENT 
MOMENT”
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ess than 50 percent of the 
funding needed to help Syrian 
refugees in 2015 was pledged 

at the third Kuwait donor conference 
in late March. The concern is that the 
dismal response to the pledge drive 
will further erode the basic life services 
refugees receive, while need continues 
to increase as humanitarian aid 
dwindles. Lebanon, already struggling 
under the weight of its refugee crisis, 
risks further economic decline and 
security instability.

The government could only bury 
its head in the sand for so long — the 
downward trend in available aid has 
forced Lebanon to shift its approach. 
Where once the government took a 
backseat in responding to its refugee 
crisis, it now is taking the lead with 
support from the United Nations 
via the Lebanese Crisis Response 
Plan (LCRP), first introduced in 
December 2014. 

Those fleeing the brutal war in 
neighboring Syria have boosted the 
population of Lebanon, according to 
LCRP estimates, to nearly 5.9 million, 
and over half (3.3 million) are in need 
of humanitarian aid or economic 

> Aid money

L

Aid donations for Syrian refugees are on the decline   By Jeremy Arbid

No money mo’ problems

recovery support. The international 
aid response has not kept pace with 
the increasing number of those in 
need — the nearly 1.5 million Syrian 
refugees both registered and not, 
313,000 Palestinian refugees, as well 
as 1.5 million vulnerable Lebanese. 
The refugee crisis has also strained 
the country’s economic and security 
stability, and the government, via the 
LCRP, has finally recognized this crisis 
as a reality.

“Lebanon today is facing an 
existential threat — it is no longer a 
refugee crisis, it is a Lebanese one with 
everyone affected — both the Syrians 
and Lebanese are affected,” says Hala 
Helou, an advisor to the Ministry 
of Social Affairs — the government 
agency coordinating the LCRP. It is, 
she says, a comprehensive integrated 
plan that does not differentiate between 
the humanitarian and developmental 
needs for Lebanon.

“Everybody sees this as a 
protracted situation and nobody is 
expecting [it to end soon],” Helou says, 
adding that the expectation is that 
funding for the refugee crisis, at some 
point in the not too distant future, 

will dry up. “We as a government 
would be left with 1.5 million Syrians 
in addition to 4 million Lebanese and 
400,000 Palestinians with no support 
whatsoever and we would have to rely 
on our own resources that are already 
very weak to tend to these people — 
supporting our services right now 
would be the best solution for the 
future,” she says. 

WHERE’S THE MONEY?
Beyond addressing the 

humanitarian needs of the vulnerable 
population, Helou says the LCRP will 
maintain services to prevent further 
destabilization in the country. The 
number of poor in Lebanon, she 
says, has risen dramatically since 
2011, by nearly two thirds, while 
unemployment has doubled. “In these 
four years, poverty has increased 
drastically in the country creating 
certain instances of extremism — 
whether with the Lebanese or with 
Syrians — and for us the only way we 
can protect our youth is to provide 
for them in a certain way which is 
not humanitarian assistance — not 
giving them food or shelter — rather 
it is by creating jobs and helping them 
become productive and have some 
income.” The plan, she acknowledges, 
is not a long term solution, but rather 
one to maintain some sort of security 
and stability. 

In 2013, according to the UN-
OCHA’s donation tracking website, 
72 percent of Lebanon’s total requests 
received funding, totaling $1.2 billion; 
the region-wide appeal that year 
was also one of largest responses in 
UN history. Last year — Helou says 
Lebanon was the second funding 
priority following Syria after the 
Kuwait donor conference — requests 
for the country rose to $1.5 billion but 
only 61 percent of the requests were 
funded. This year, the total appeal 
to address the region wide refugee 
crisis reached $8.4 billion — with 
Lebanon requesting $2.1 billion — but 

The influx of refugees has boosted Lebanon’s population to an estimated 5.9 million
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“IT IS EVERYBODY’S 
RESPONSIBILITY 
AND NOBODY’S”

the pledging result of $3.8 billion at 
the Kuwait conference, held in late 
March, suggests less than 50 percent 
of the region’s request might be 
funded. Lebanon’s received funding 
through mid April has reached just 
over $300 million, 15 percent of the 
need, and promises at the Kuwait 
conference, Helou says, must turn 
into commitments, the distribution of 
which is not yet decided or at least not 
yet publicly available.

Daniel Gorevan, Syria crisis 
policy lead for Oxfam International, a 
humanitarian organization addressing 
refugee needs in Lebanon and the 
region, also acknowledges that funding 
is not increasing at the same level 
that need is increasing. “The scale of 
humanitarian need is rising at a much 
greater pace with more displaced — 
hundreds of thousands upon millions 
of refugees. The main problem is that 
funding increases are not keeping pace 
with the rapid increases of people that 
are in need of assistance,” in Lebanon 
and neighboring countries he says.

Oxfam published its 2015 fair share 
report showing the level of funding 
each country makes available to the 
humanitarian response in contrast to 
their gross national products (GNP), 
while also noting the number of Syrian 
refugees countries resettle. Gorevan 
says the reasons behind publishing 
the fair share report is to develop an 
accountability mechanism for UN 
appeals. “It is everybody’s responsibility 
and nobody’s, so the reason we 
breakdown the ability of countries to pay 
based upon their GNP was we could be 
more specific about who is contributing 
and who is failing,” he says.

According to that fair share report, 
in 2014 three of the world’s wealthiest 
countries, as a measure of their GNP, 
contributed at or above 90 percent 
of what is their country’s fair share 
to the Syrian refugee appeal — the 
United States contributed $1.7 billion 
(97 percent of its fair share), Germany 
contributed $425 million (111 percent), 
and the United Kingdom $432 million 
(166 percent) — to the region wide 

Syrian refugee appeal. But not every 
wealthy country paid its fair share — 
Russia contributed only $46 million 
(7 percent of its fair share), Japan $149 
million (29 percent) and France $154 
million (57 percent). However, the fair 
share report doesn’t consider donor 
priorities across humanitarian appeals, 
only pledges to the Syrian one.

AIDING THE HOST 
COMMUNITY

Gorevan also points out that 
Oxfam’s fair share report emphasizes 
the view that the international 
community’s funding of the UN 
appeals — for life saving assistance — 
is the bare minimum of what they can 
do. “We are also calling for bilateral 
and multilateral donors to [recognize] 
the broader challenges countries are 
facing in hosting so many refugees. 
In Lebanon [the presence of] over 

1 million refugees obviously places 
a huge strain on health services and 
water infrastructure, schools and 
all the other services in the country. 
We’re asking for these economic aid 
packages to benefit both refugees and 
host communities in the services they 
provide and the jobs that they create.”

That, says the ministry’s Helou, 
is the shift in addressing refugee 
needs that the LCRP represents: it 
is a decision by the government to 
articulate how to maintain services 
to refugees rather than the mixed 
and overlapping priorities of the UN 
and NGOs. The preferred option for 
donors, she says, has been to fund the 
UN and NGOs directly based on their 
own priorities, which are not always 
the Lebanese government’s. Helou 
notes that the government, through 
the LCRP, is “agreeing with the donors 
and the UN that there needs to be 
a shift where, even if the funding is 
going directly to the UN without any 

role for the government, [funding 
must] be in line with the priorities of 
the government.” She specifies that 
the $2.14 billion plan targets the most 
vulnerable Syrian refugees and poorest 
Lebanese to provide food, shelter 
and other basic material needs while, 
at the same time, the plan invests in 
institutions and organizations that 
strengthen delivery of services to 
support Lebanon’s stabilization. The 
LCRP, Helou explains, also includes 
longer term projects to be undertaken 
by different ministries and the Council 
for Development and Reconstruction 
that would help develop infrastructure 
and calls on more investment for 
Lebanon and its economy. This is 
to, for example, “create more job 
opportunities for Lebanese youth 
while allowing Syrians to benefit from 
certain jobs where the law allows them 
to work,” she adds. Helou goes on to 
explain that the Lebanese government 
needs to “think long term because 
this is a protracted situation and the 
Syrians might be staying in Lebanon 
— [we need to be able] to maintain 
living conditions for the refugees 
[and] take care of the Lebanese too,” 
she concludes.

The trend in funding the region’s 
refugee appeals appear to be on the 
decline. Other crises like last year’s 
Ebola outbreak or the more recent 
conflict in Yemen, say both Helou and 
Gorevan, have increased demand on 
donors’ aid budgets while the scale of 
the Syrian refugee crisis continues to 
increase. “When Ukraine happened 
most of the European money was 
rechanneled,” Helou says.

For Lebanon the indicated decline 
in funding will, predictably, be 
disastrous for the country and refugees 
specifically. Gorevan says Lebanon 
will see a deepening of the dynamics 
witnessed last year: “Less assistance for 
less refugees, smaller rations and more 
targeting. The practical implications 
of that — which we’re already hearing 
— is confusion as to why this is 
happening, and increased desperation 
of the refugees.”
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n January 25, 2015, 
the creation of a union 
for domestic workers 

was announced in Beirut. In an 
atmosphere teeming with excitement, 
more than 200 women who work 
in Lebanese homes — including 
nationals of Sri Lanka, the Philippines 
and Ethiopia — called for their basic 
rights to be respected. This union 
gives rise to huge hopes. “We are 
going to have more power to negotiate 
our working and living conditions,” 
says Rosa, a community leader for 
Nepalese domestic workers. (Rosa, 
like several other domestic workers 
interviewed for this article, requested 
that only her first name be used.) This 
determined and cheerful woman who 
has been in Lebanon for 11 years has 
a lot to tell about the way domestic 
workers are treated: she considers 
herself one of the “lucky ones,” despite 
the fact that she was locked in her 
employer’s house throughout her first 
two years in the country. “My boss 
was afraid that I would not come 
back,” she says. “I could only go out 
with her.”

The media coverage of the creation 
of the union highlighted the debate 
that exists around domestic workers’ 
living and working conditions. Hiring 
live in migrant housemaids has 
become a trend in Lebanon since the 
end of the Civil War. “The ‘demand’ 
for these workers, to live in [the home] 
with Lebanese families and perform 
most of the household duties, had 
always existed among the middle and 
upper classes. The difference of the 
1990s, however, was the supplanting 
of Arab domestic workers with non 
Arab women, mostly from Asia 
and principally from Sri Lanka and 
the Philippines,” explains a report 
published in the European Review of 
International Migration in 2003 by 

> Labor rights

O
Minister of Labor Sejaan Azzi has yet to allow the union of domestic workers to be registered   By Marie Kostrz

An ignored but active union

Ray Jureidini, a professor of sociology 
who joined the Institute for Migration 
Studies at the Lebanese American 
University (LAU) in 2011.

LACK OF DATA
In 2014, according to the Ministry 

of Labor’s data, 43,284 domestic 
workers arrived in Lebanon and 
155,161 others renewed their contracts. 
Most of these workers were from 
Ethiopia and Bangladesh, but other 
countries in Africa and South Asia also 
served as a source for the workforce. 
Yet this total figure of 198,445 domestic 
workers is not completely accurate: 
many domestic workers do not have 
legal status. There are thought to be 
around 250,000 migrant domestic 
workers in total, according to 
various NGOs supporting them that 
Executive spoke with. “Typically, the 
source countries are characterized by 
difficult socio-economic conditions 
where opportunities for women are 
limited and where gender roles are 
traditional. Many are caught between 
the option of watching one’s family 
starve and earning money in return for 
exploitation,” writes Jureidini.

A small number of studies have 
nonetheless been carried out on the 
subject by institutes and universities. 
“It is a very taboo subject in Lebanese 
society,” explains Kamal Hamdan, 
head of the Consultation and Research 
Institute (CRI). “There isn’t much 
awareness of issues concerning 
domestic workers in our society, so it 
is not a very dynamic field of research,” 
he adds. CRI has conducted a 
quantitative research study on migrant 
domestic workers for the International 
Labor Organization (ILO), which will 
be released in May 2015. “There is no 
relevant data about domestic workers 
in Lebanon, even the figures of the 
Central Administration of Statistics are 
not right because [some] households 
hide the presence of domestic workers 
at their home from investigators,” 
according to Hamdan. Researchers, 
he adds, can’t reach domestic workers 
easily. “Households often refuse to 
allow domestic workers to speak [to 
investigators], or they don’t talk freely, 
so we have to go to places on the 
weekend that these workers commonly 
visit. But in such a context, it is difficult 
to have a complete overview.” 

Members of the new union hail from numerous countries
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WITH THE KAFALA 
SYSTEM, THE DOMESTIC 

WORKER IS INDEED 
ENTIRELY DEPENDENT 

ON HER EMPLOYER

CRI interviewed 1,400 women, 
working mostly in Beirut and its 
surroundings. “We were surprised 
to see that sexual violence — often 
reported in media — isn’t such a 
widespread phenomenon, even if it 
does exist,” says Hamdan. The demands 
of these women, who “often work in 
infuriating conditions,” mostly concern 
“work conditions, acquiring vacation 
and the complicated relationship with 
the female member of the household.”

The above assessment is similar 
to the observation made by Human 
Rights Watch (HRW) in a March 2015 
news release. “The most common 
complaints documented by the 
embassies of labor-sending countries 
and nongovernmental groups include 
mistreatment by recruiters, non 
payment or delayed payment of wages, 
forced confinement to the workplace, a 
refusal to provide any time off, forced 
labor, and verbal and physical abuse,” 
wrote HRW. Furthermore, according 
to a report the organization published 
in 2010, the most common demand 
is unpaid wages, which 75 percent of 
Filipinos and 60 percent of Sri Lankans 
voiced complaints about. According 
to the report “Trafficking of Migrant 
Domestic Workers in Lebanon: A Legal 
Analysis” published by the NGO KAFA 
in 2011, monthly average incomes are 
very low. Whereas Sri Lankans are paid 
$180, Filipinos earn between $200 and 
$250, and Ethiopians get from $150 
to $200. The Ministry of Labor told 
Executive that it does not have any 
data on domestic workers’ income.

“Domestic work is a form of 
work and it contributes to Lebanon’s 
growth,” says Rose, who has been a 
domestic worker in Beirut for 17 years 
and joined the new union. “I enable 
the wife of the household to go to 
work, because I do everything in her 
place: cooking, cleaning and taking 
care of kids. This is why we are asking 
for more protection and recognition.” 
The economic impact of domestic 
workers on Lebanese society has 
never been calculated in any report. 

Nonetheless, a study led by the Center 
for Urban Economic Development at 
the University of Illinois at Chicago 
published in 2012 underlines the link 
between better treatment of domestic 
workers and public good. Despite 
the different cultural and economic 
contexts, domestic workers in the 
United States face similar issues to 
those working in Lebanon, among 
them working hours, average wage and 
treatment. The exclusion of domestic 
workers from the United States’ 1970 
Occupational Safety and Health Act 
and the 1935 National Labor Relations 
Act, which gives workers the right to 
form unions and bargain collectively, 
places them in a situation similar 
to domestic workers in Lebanon 
in some respects. According to the 

report, improving the work and living 
conditions of domestic workers would 
be beneficial for society: “Domestic 
work, though conducted in private 
homes, contributes substantially to 
the public good. Household labor is 
a lynchpin connecting the economics 
of the home and the economics 
of the workplace. By committing 
to improving domestic workers’ 
conditions of work, policy makers 
and employers — and indeed society 
as a whole — commit to building an 
economy based on dignity and care.”

VULNERABILITY AND 
DEPENDENCE 

All reports agree that domestic 
workers are vulnerable to exploitation. 
“Although they may be voluntary 
economic migrants, they are 
often caught up in employment 
conditions that are mostly slavery like 
arrangements,” Jureidini says. With 
the kafala system existing in Lebanon, 

the domestic worker is indeed entirely 
dependent on her employer. This 
sponsorship system binds the worker’s 
residency exclusively to the employer, 
who is legally responsible for the 
employee. The employer has to pay $200 
to obtain a residency permit for the 
worker from General Security and $160 
for their work permit at the Ministry of 
Labor, according to the ministry. If the 
domestic worker leaves the employer’s 
home, for whatever reason, the worker 
becomes illegal. This arrangement is 
not written in the Lebanese law but 
belongs to a system of practices. “A 
decree published in 1964 says that a 
foreign worker cannot change their type 
of work without having the employer’s 
authorization; it has been interpreted to 
mean that the employer’s authorization 
is needed for change of employer too,” 
says Nizar Saghieh from The Legal 
Agenda, a NGO specializing in legal 
activism and reform. 

In such a context, which 
automatically places the employee in 
a situation of inferiority, workers have 
few choices but to accept the decisions 
of the employer. This is something 
that Clarence, a Madagascan domestic 
worker who has been working in 
Lebanon for 18 years, knows all too 
well. She still can’t have a day off every 
week: “According to the contract that 
I signed, I am supposed to have 24 
consecutive hours off every week but 
my employer often invites friends for 
lunch on Sundays so I never have a 
whole day to rest,” she says, adding that 
for 14 years she did not receive as much 
money as the contract stipulated: “I was 
paid $110 instead of $125; my boss kept 
saying that she did not agree on this 
amount with the recruitment agency.” 

RECRUITMENT AGENCIES, 
A BIG BUSINESS

The number of recruitment 
agencies has skyrocketed. According 
to Minister of Labor Sejaan Azzi, 
there are 627 such agencies spread 
all over the country. Amid the boom 
in domestic worker agencies, the 
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president of the Syndicate of the 
Owners of the Workers Recruitment 
Agencies in Lebanon, Hicham Al Borji, 
told Executive that there are 200 
illegal agencies in the country.

These recruitment agencies, 
contacted by Lebanese families, are 
in charge of finding a maid for their 
clients. In countries of origin, the 
recruitment process involves local 
intermediaries who arrange the 
trip with the recruitment agencies 
in Lebanon. Most of them are not 
transparent about the work and living 
conditions the women will have once 
they arrive in Lebanon. This economy 
is lucrative, especially when the 
employee is from a country which has 
banned its citizens from working in 
Lebanon as house workers because of 
the risks of bad treatment. “Families 
pay us around $4,000 for a Filipino 
maid and $1,700 for an Ethiopian 
one,” Borji says. “Bans issued by these 
countries have made prices increase; 
intermediaries want more money.” 
According to KAFA’s report quoted 
earlier, recruitment agencies pocket 
commissions going from $300 to $600, 
depending on the maid’s nationality. 
The large discrepancy between KAFA’s 
figures and those provided by Borji 
show just how expensive intermediary 
fees can be. No figures on wages were 
provided by the Ministry of Labor 
when requested by Executive.

There is no exhaustive regulation 
of recruitment agencies in Lebanon. The 
order issued by the Ministry of Labor on 
January 3, 2011 on the activity of agencies 
recruiting foreign workers is the only text 
that defines rules for private recruitment 
companies hiring domestic workers. 
“With a total of only 20 inspectors 
to cover all of Lebanon, it is hard to 
plan a control of information or field 
audits, which gives private recruitment 
companies an important decision-
making power on the migrant domestic 
workers’ fate,” says the report “Access to 
Justice for Migrant Domestic Workers 
in Lebanon” published by the Caritas 
Lebanon Migrant Center (CLMC) and 

ILO. Azzi assures Executive that he has 
closed 35 recruitment agencies for bad 
practices since he became minister in 
February 2014.

OBSTACLES
The lack of legislation is not just 

limited to recruitment agencies. 
Domestic workers also suffer from a 
vast legal void. “Article 7 of the labor 
code excludes domestic workers,” 
says Abdel-Salam Cheaib, an attorney 
specialized in labor law. “They are 
only under the code of contract and 
obligations, it does not protect them 
as much as the labor code because 
there isn’t any mandatory article on 

income, working hours or against 
abusive dismissal.” 

“We need to have protection,” says 
Gemma Justo. This Filipino woman, 
who has been a domestic worker in 
Lebanon for 22 years, is part of the 
executive committee of the new union. 
“The law needs to be changed,” she adds. 
The union is demanding that Lebanon 
ratify ILO Convention No. 189 on 
Domestic Workers, which was signed in 
2011 and sets labor standards for them.

Although announced with great 
pomp in January 2015, the union 
isn’t something new. It is the result 
of a long process that started in 
2011 with the launch of the Action 
Program for Protecting the Rights of 
Women Migrant Domestic Workers 
in Lebanon (PROWD). In 2012, the 
Participative Action Research (PAR) 
was a step towards the union. “We 
invited the community leaders of 
the various nationalities of domestic 
workers who are present in Lebanon 
and built their capacity to mobilize 
participants to take part in the research 
and to facilitate the focus,” says Zeina 
Mezher, who was the manager of the 
PROWD project at ILO. “Every group 
shared its experience about their 
relationships with employers, the work 
and living conditions, recruitment and 
so on. At the end they found out that 
they face the same issues irrespective 
of their nationality.” PAR was led 
in collaboration with the National 
Federation of Employees and Workers 
Unions in Lebanon (FENASOL). 
Selected NGOs such as KAFA, Insan 
and the Anti-Racism Movement also 
took part in the process. “The objective 
of the research was to raise worker 
consciousness among women domestic 
migrant workers in Lebanon, building 
synergies between them, unions and 
NGOs; provide worker education 
to these workers; and increase their 
representation in the activities of the 

> Labor rights

“THEY FOUND OUT 
THAT THEY FACE 
THE SAME ISSUES 

IRRESPECTIVE OF THEIR 
NATIONALITY”

Workers continue to petition the Ministry of Labor for better conditions
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ILO and in the advocacy campaigns 
of NGOs and unions in Lebanon,” 
adds Mezher. The need to help create 
a union for domestic workers was 
something evident for ILO. “The 
work of ILO is to support workers 
and employers to have a voice for the 
matters which affect them, in order 
to have a structure for a tripartite 
dialogue,” explains Mezher.  “In 
Lebanon, migrant domestic workers 
are in very vulnerable positions and 
their voice is completely absent.” In 
March 2014, the founding committee 
of the union was announced in the 
presence of Mounir Al Deek, an 
adviser at the Ministry of Labor, 
during an event co-organized by 
FENASOL and ILO. “Another layer of 
activity started after this date. The ILO 

provided capacity building training 
sessions empowering the members 
to act in solidarity and organize 
themselves and FENASOL brought its 
experience,” she explains. 

While the union has elected a 
president, Mariam al-Masri, and has 
an executive committee composed of 
12 members and a general assembly 
with 20, it is still not registered by the 
Ministry of Labor. According to the 
Lebanese Labor Code, the registration 
of any union has to be approved by the 
minister. “We sent a request to register 
it,” says Castro Abdallah, head of 

FENASOL. A side of the story that the 
Minister of Labor Sejaan Azzi refutes. 
“No request has been filed. They just 
invited me to their party on January 
25.” Yet, Executive has consulted the 
request written and sent by FENASOL 
to register the domestic workers union. 
According to the ministry’s stamp, it 
had been recorded on December 29, 
2014. At the Ministry of Labor, the 
head of the control of foreign workers’ 
labor department Marlène Atallah 
said the request had been rejected. 
“We never had any answer as to why. 
If he does not agree, he should tell us 
frankly,” says Abdallah. 

This complex situation conveys 
Azzi’s opposition to the idea of a 
union for domestic workers. “The 
issue of domestic workers does not 
have to be solved by a union. They 
work with families which is a private 
issue. Imagine that you are with your 
boyfriend at home and an inspector 
rings your bell; we are not in a bank,” 
says Azzi. At ILO, Mezher hopes that 
the Ministry of Labor will come to see 
the union as an additional tool to get 
fair legislation that respects the rights 
of employers and workers.

To justify his opposition, Azzi 
invokes Lebanese law: “Foreigners 
are forbidden to create a union in 
Lebanon.” Indeed, in addition to article 
7, article 92 of the labor code allows 
foreigners to join a union, but denies 
them the right to elect or be elected as 
representatives of a union. A law which 
the domestic workers’ union tries to 
circumvent. The president of the union 
is indeed Lebanese. Moreover, the 
union request which has been sent to 
the Ministry of Labor does not concern 
foreign workers only, as evidenced 
by its name: the General Union of 
Cleaning Workers and Social Care. 
However, other texts, higher according 
to the hierarchy of laws than the labor 
code, exist in Lebanon. “A commitment 
to respect the Universal Declaration of 
Human Rights was integrated into the 
Lebanese constitution in 1990. Since 
the declaration stipulates everyone’s 

right to form and join trade unions, 
it is a right for any person on the 
Lebanese land,” lawyer Cheaib explains. 
“FENASOL could go to the State 
Council to break the minister’s refusal.”

EFFICIENT WITHOUT BEING 
LEGAL?

“Even if we are not registered, 
the union is real. We will not give 
up,” shouts Rose, a member of the 
union and leader of the Cameroonian 
expatriate community. Without being 
registered, can the union be efficient in 
improving domestic workers’ rights? 
“We have around 350 domestic workers 
who are members of the union. Our 
aim is to have 700 members by the end 
of 2015,” declared Justo in a meeting on 
the occasion of International Women’s 
Day on March 8. “The more we are, the 
stronger we will be to gain more rights.” 

The union’s role is also to support 
workers. “In its current state, the union 
can empower members, educating 
them about their rights and providing 
conflict resolution tools in order for 
them to have more skills to solve the 
issues they have with their employers,” 
says the ILO’s Mezher. “We will soon 
start organizing trips around Lebanon 
to meet women who work in houses 
outside of Beirut,” says Rose. “It will 
take time, but we’ll do it step by step.” 
According to FENASOL’s Abdallah, the 
union already has seven lawyers who 
are providing legal support to members 
who have troubles with their employers. 
However, the biggest challenge seems 
to be money. “They help the union on 
a voluntary basis to advise domestic 
workers, but the union doesn’t have a 
real budget to expand its activities,” says 
Abdallah, noting that the union applied 
for EU grants to cover its expenses.

A DEVASTATED UNION 
LANDSCAPE

Another question raised is whether 
unions have enough power to actually 
change things in Lebanon. “The union 
movement in Lebanon is very weak,” 
says Samir Farah, researcher at the 
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“THE MORE WE ARE, 
THE STRONGER WE 

WILL BE TO GAIN 
MORE RIGHTS”
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German Friedrich Ebert Foundation in 
Beirut. “After the Civil War, ministers 
of labor gave lots of permissions to 
people to create unions. This strategy 
was aimed at strengthening allies of 
Syria who had a large control over 
Lebanon until 2005, it destroyed the 
union movement.” According to Farah, 
the General Confederation of Lebanese 
Workers (GCLW) gathers more than 
600 unions, but is not representative of 
workers: “Only 7.5 percent of workers 
are members of unions, the leaders 
have been the same for decades, the 
democratic process does not work 
in these unions and they are not 
very active in fighting for people’s 
rights.” Unions today are more a tool 
of control for political parties. “They 
are more a way for them to establish 
their authority and put pressure on the 
legal system. For instance, a political 
party will bargain the vote of a law 
against the promise that a union that is 
affiliated to it will give up its demands,” 
says Michele Scala, PhD student 
at the Institut Français du Proche-
Orient (IFPO) and author of the 
article “Clientelism and contestation: 
The example of the mobilization of 
Spinney’s workers in Lebanon”. 

In such a context, being an 
independent union is very hard. “The 
Minister of Labor has a two month 
period from the date he receives the 
request to approve or reject the union. 
During this time everything is done 
to discourage the workers. In the case 
of Spinneys, workers experienced 
transfers, threats and various sorts 
of pressure in order to [push] them 
to withdraw from the union,” says 
Scala — a situation close to that of the 
domestic workers’ union. While no 
threats have been reported, FENASOL, 
which fosters the new union, is known 
to be a quite independent union, 
with an effective democratic process. 
“[FENASOL head] Castro Abdallah 
is the only leader who is trying to 
change the status of the union in order 
to not be reelected [through limiting 
leadership terms],” Scala says. Without 

having any political support, it will be 
hard to be heard by the government. 
Even if their struggle is made harder by 
the Lebanese context, Scala thinks it is 
a positive trend to observe the creation 
of new unions outside of the GCLW’s 
influence. “It can be the emergence of a 
new union movement in Lebanon.”

Cheaib is more skeptical. “The 
1946 and 1964 laws give some rights to 
union members, like the right to strike 
for 15 days, negotiation and protection 
against dismissal for representatives, 
but there is nothing in the Lebanese 
law which forces the government to 
initiate a dialogue with the unions,” 
the lawyer says. “In practice, it is much 
harder to gain rights for workers.”

CHANGING THE LAW
According to Cheaib, changing 

the law is the only solution to improve 
domestic workers’ rights. At the 
Ministry of Labor, Atallah explains that 
initiatives are taken to protect the rights 
of domestic workers. “Social workers 
who have to deal with complaints of 
domestic workers are trained,” she says. 
“We also are working on memoranda 
of understanding between Lebanon 
and Ethiopia, the Philippines and 
Madagascar, where there are currently 
bans [against workers coming to 
Lebanon]. It will define a mandatory 
minimum income for workers of these 
countries coming to Lebanon.”

According to Joseph Aoun, lawyer 
at the CLMC, a law dedicated to the 
regulation of domestic work would 
be a great tool to move forward. The 
CLMC — which brings together 
several NGOs, representatives of 
various ministries, General Security 
and the Syndicate of the Owners of 

the Workers Recruitment Agencies 
in Lebanon — is part of the steering 
committee that worked on the draft 
law presented by then Minister of 
Labor Boutros Harb in 2012. The law 
was sent to the Council of Ministers 
but has never been referred to the 
Parliament. “Because of instability and 
lack of safety, politicians always say 
they have more important issues to 
solve and then the government resigns 
and we have to start again,” Aoun 
notes. Instability and political deadlock 
is not the only reason improvements 
have yet to be made. In 2011, then 
Minister of Labor Charbel Nahas tried 
to remove Article 7 and suggested a 
process aiming at canceling the kafala 
system. “A ministerial decree had to be 
voted on by the Council of Ministers, 
but they always refused to put it on the 
agenda in order to vote on it,” he says.

In December 2014, a new draft 
law inspired by the 2012 one was sent 
to the Council of Ministers by Azzi, 
without any consultation from the 
steering committee. Azzi summoned 
the committee to meet for the first time 
since he became Minister of Labor in 
February 2015, a few weeks after the 
announcement of the union. This draft 
law does not cancel the kafala system. 
The ministry is now passing the buck 
to NGOs which, according to Atallah, 
“have to do their work of lobbying in 
order for Parliament to vote on the law.” 

For the union, as for the law, 
domestic workers have still a long way 
before getting decent protection of their 
rights. But their members have not 
given up. In 2013 in South Africa, where 
domestic workers are also excluded from 
the labor law too, the national domestic 
workers union succeeded in getting the 
enforcement of the 2011 ILO Convention 
No. 189. An example that gives much 
hope to workers in Lebanon.

Editor’s note: As a direct result of the 
author’s interview with Labor Minister 
Sejaan Azzi, the ministry opened an inquiry 
into the labor practices of NewsMedia sal, 
Executive’s publisher.
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“POLITICIANS ALWAYS 
SAY THEY HAVE MORE 
IMPORTANT ISSUES TO 
SOLVE AND THEN THE 

GOVERNMENT RESIGNS 
AND WE HAVE TO 

START AGAIN”
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DOMESTIC ACTIVITY IS 
STILL RESPONSIBLE FOR 

ABOUT 85 PERCENT 
OF ALL LEBANESE 

BANKING PROFITS

he alpha bankers had a good year. Profits for 2014 
showed surprising strength by growing 9.13 percent 
year on year to LBP 2.8 trillion ($1.9 billion) for the 14 

banks with deposits of over $2 billion each. Individual profit 
champions were BLOM Bank, at $29 billion the sector’s number 
two by assets, with $365 million, and sector leader Bank Audi, 
whose profits amounted to $350 million on assets of $42 billion. 

In terms of their shares in total alpha group profits, the two 
largest banks look like a tag team that is set apart from the oth-
er 12 alpha banks — just as they constitute a category of their 
own in terms of assets, deposits and lending power. Accord-
ing to sector monitor Bankdata, BLOM and Audi between the 
two booked a tad over 38 percent of profits in the alpha group, 
which on its part represents well over 80 percent of Lebanese 
banking activity. While the top two drew closer together in re-
ported profits — in terms of their individual shares in group 
profits, the gap between them narrowed from 2.8 percent in 
2013 to 0.8 percent in 2014 — the two, 
more noteworthily, have in common 
that their profit growth was mainly de-
rived from units abroad. 

According to Freddie Baz, chief fi-
nancial officer at Bank Audi, the bank-
ing group’s year on year increase in con-
solidated profits in 2014 amounted to 15 
percent, but this was not because of the 
bank’s domestic profits performance, 
which Baz characterized as “more or less stagnant.”

“We have [a] 15 percent increase in earnings and 16 per-
cent increase in [consolidated] assets and this is due to the 
good diversification that we have put in place, where Egypt 
and Turkey are contributing more and more to the assets and 
earnings growth,” Baz tells Executive. 

In cold, hard alpha group numbers, the growth rates of 
2014 profits were 2.8 percent domestically in Lebanon ver-
sus a thundering 64 percent abroad, says Marwan Mikhael, 
chief economist at BLOMInvest. “While the increase in do-
mestic net profits at alpha banks came [in] at about $33 mil-
lion, from $1.53 billion to $1.56 billion, these banks realized a 
much larger increase at their foreign entities, from $192 mil-
lion to $315 million.” 

Alpha banks expanded their contribution of foreign units 
to consolidated profits by six percentage points, from 11 per-
cent in 2013 to 17 percent in 2014, according to Mikhael. As 
for BLOM group, he adds, “We realized about 22 percent of 
our total profit from foreign entities in 2014, compared to 17 
percent in 2013.”

A third bank with a fast growing franchise in a foreign 
market, Bank of Beirut, tells Executive that its “foreign en-
tities have greatly contributed to the increase in consolidated 
profits during 2014” to the point that “our revenue from ‘for-
eign related operations’ stands now at around 38 percent of 
the total sum.”

PROFITING FROM THE TREASURY
This encouraging picture also means that domestic ac-

tivity is still responsible for about 85 percent of all Lebanese 
banking profits. Semaan Bassil, general manager of Byblos 
Bank, confirms that reality. He explains, “The major driver of 
profits [overall] in the banking industry, besides private sec-
tor lending which has been stagnant, is lending to the Leba-
nese government. If you look at the loan to asset ratio in our 
case, for example, the loans amount to a small portion of as-
sets and the rest is placed either with the central bank, cor-
respondent banks or the treasury. It is the treasury portfo-
lio and the deposits with the central bank that are the major 
sources of income for the banking sector, whether for Byblos 
or for other banks. This is very clear and transparent.”

The chair of Lebanon’s most recent riser into alpha group 
ranks, Creditbank’s Tarek Khalife, concurs that the sphere of 
T-bills, certificates of deposit and eurobonds remains the main 

engine of banking profits. “The economy 
is not moving up and I can’t believe that 
banks can grow their profit lines when 
the economy is not budging; any new 
profit is going to be either irregular or 
based on some sort of subsidized exer-
cise such as T-bills.” 

According to him, profits moreover 
can be a different consideration and pri-
ority for a big bank that is comparatively 

sated and mainly wants to satisfy shareholder interest, versus a 
bank that is hungrier for growth under a domestic expansion 
strategy. “You have to take into account [whether] you are a 
bank that is moving and acquiring market share faster than 
others around you. For us at Creditbank, there was no signifi-
cant change in profitability [in 2014], but because of the bank’s 
growth momentum we don’t look at profitability alone,” Khal-
ife tells Executive. 

Overall, the rise in collective net profits at the top of the 
banking sector in 2014 was a very positive surprise for a sec-
tor that has been exposed for three years running to a national 
economy advancing below its needs, to security concerns in 
the immediate region, to various political and economic dis-
ruptions in other countries with cross border presence and, 
to a lesser extent, a global economic environment where the 
International Monetary Fund characterized growth in vari-
ous World Economic Outlooks with descriptors ranging from 
“sluggish” and “low gear” to “uneven” and beset with “down-
side risks” and “imbalances”. 

This positive picture is reinforced by comparing profit de-
velopments in 2014 with those from 2013. Total alpha group 
profits in 2013 were clocked at $1.72 billion, and had been flat 
from the previous year. According to Bankdata’s annual pub-
lication Bilanbanques, year on year growth of profits for the 
alpha group in 2013 was 0.1 percent and growth for the entire 
sector was 0.5 percent. This uninspiring performance was part 
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of a series of uneven results that had seen profits swing from 
strong double digit growth experiences between 2008 and 
2010 to a 4.7 percent contraction in 2011 and smallish growth 
in the next two years. 

ROADS TO PROFITS DIFFER…
The alpha group’s 9.1 percent surge in profits in 2014, 

however, represented no uniform upward movement but 
rather appears to have been fueled by a variety of strategies 
and factors. 

In terms of the main revenue streams, net interest income 
on the one hand and fee and commission income on the oth-
er, Bank Audi recorded gains on both with $142 million in 
additional interest income in 2014, according to Baz. These 
originated mainly from the operations in Lebanon, Turkey 
and Egypt, as well as $110 million in additional fees and com-
missions generated also mainly in these three countries, plus 
in the private banking unit. 

Baz explains, “Most of those fees and commissions are re-
current revenues generated by core businesses, as witnessed 
by 21 percent growth in fees and commissions related to com-
mercial and corporate banking, a 34 percent increase in fees 
and commissions related to private banking, and a 23 percent 
fees and commissions increase related to 
retail and personal banking. We are see-
ing important growth in fees and com-
missions relating to core businesses be-
cause of the startup profile of Odeabank, 
our unit in Turkey, and because of the 
growth strategy in Egypt. You cannot 
achieve those growth levels in Lebanon 
as a mature market.” 

Bank Audi Group is working in par-
allel efforts on increased generation of 
fee based income, on improving operating conditions, spreads 
and cutting costs in relative terms. “In absolute terms, our cost 
base in Lebanon in 2015 shows a slight decrease with respect 
to 2014. Some inefficient expenses have been replaced by more 
productive expenses. We think in marginal terms, meaning we 
expect a return for each dollar of additional expense. This re-
turn should be higher than the outstanding cost to income ra-
tio,” Baz elaborates.

Fees and commissions income at Byblos Bank fell in rela-
tive terms because of profit growth concentration on sovereign 
issues, highlights Bassil. “Although [the bank’s income from 
fees and commissions] has gone down slightly in absolute 
terms, in relative terms, it has gone much lower because if you 
do well in Lebanese treasury transaction activities, the percent-
age [contribution of fee based income] goes down,” he says. 

At Bank of Beirut, whose profit growth of 21 percent to 
$176 million in 2014 was one of the strongest in the alpha 
group, chair Salim Sfeir points to what he describes as “quality 
growth across all main financial indicators” as the backbone of 

the bank’s achievement. “The main driver of the outstanding 
growth was the increase in operating income of around $55 
million, coupled with efficient cost control and low credit risk 
cost,” he specifies, and adds that Bank of Beirut’s higher asset 
quality and income stream diversification was greatly helped 
by the group’s choice of expanding into investment grade 
countries, such as Australia. 

…AND SO DO THE MAPS AIMING FOR 
FURTHER PROFIT GROWTH

For the BLOM and Audi groups, the diversification in 
growth markets abroad is where they see most potential in 
2015. “I think our growth of profits outside of Lebanon is sus-
tainable because the countries where we are realizing these 
double digit profit increases are under banked. Egypt for ex-
ample is an under banked country,” says BLOM’s Mikhael. 

He assesses profit growth prospects in Lebanon as more 
subdued, primarily because of the economy. “If there is an 
upswing in the economy, then there will be an improvement. 
[However,] we are looking at different regional markets where 
we can grow, because in the end the Lebanese market is small 
and over banked, first, and second, the domestic situation is 
not always conducive to growth,” Mikhael explains.

Audi will seek to push further advan-
tages in the Lebanese lending market by 
exploiting its differential of holding the 
banking sector’s largest foreign currency 
deposit base and also wants to continue 
conquering market shares in Turkey and 
Egypt. In Egypt, Baz says, “We have been 
able to slightly outperform the industry. 
This has allowed us to increase our mar-
ket share, supporting our new three year 
business plan that aims at doubling the 

size of [Bank Audi Egypt] organically in terms of assets and 
earnings, add new products and services, and expand the net-
work by some 18 branches.” 

Creditbank, which has been pursuing the domestic 
lending road with vigor, and consistently has the highest loans 
to deposits ratio (2014: 57 percent) in the alpha group, will 
continue with this strategy. “It is a deliberate policy that we are 
more productive than other banks. We are concentrated on 
the private sector and we believe this will serve us well when 
[interest] rates go up, because your relationships and assets 
are linked to Libor,” Khalife says. The bank has an additional 
growth prospect on the backburner, which is its unit in 
Armenia. This subsidiary has been fully imbued with the bank’s 
culture and is being developed as Creditbank’s stepping stone 
into the markets of the Caucasus region, which according to 
Khalife is “very rich and underserved with banking.”

According to Bank of Beirut’s Sfeir, the bank will focus on 
expanding its business on the virtues of a conservative risk 
management approach and high level of capitalization. “The 
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conservation of liquidity via a diversified and stable fund-
ing base has been the bank’s sound policy. Net non perform-
ing loans over total assets registered 0.22 percent, earning us 
the top spot in loan quality ratios among peers,” he says. In 
further pursuit of diversification, the bank is aiming for the 
medium term to increase its share of revenue from foreign 
operations to 50 percent and in the short term has identified 
opportunities in Africa which it intends to explore. 

BankMed, the fifth strongest player in the Lebanese bank-
ing scene (see story page 58), has growth plans that range 
from expanding its lending in the retail, SME and microfi-
nance fields in Lebanon to growing into more markets abroad, 
possibly in Egypt. 

Byblos Bank also has set its sights on diversified growth 
abroad and in Lebanon. In thinking far across borders, the 
bank has scrutinized a number of opportunities during recent 
years, even though no optimal opportunity has popped up for 
a while. “We are already present in very difficult and remote 
markets,” says Byblos’ Bassil. “We are equipped for [new op-
portunities] and even if we have not acquired any business as-
sets or banks since 2010, this doesn’t mean that we have not 
looked at different opportunities. We 
did study several cases, but if you are not 
convinced of the risk, you do not go.”

In the domestic market, the bank 
aims at lending. “This helps the bank 
make a profit, build provisions, increase 
its capital, and invest in training and 
process improvement. This is important 
to us, and Byblos is going after real lend-
ing to SMEs and consumers,” Bassil says, adding that this as-
piration for increased lending to SMEs and consumers is im-
peded by the current economic environment in Lebanon and 
the region. “We are therefore preparing ourselves to be lean-
er and much more customer services oriented and efficient 
when the economy picks up,” he concludes.

LOOKING BEYOND PROFITS
Irrespective of the varied strategies for diversification and 

growth that several alpha group banks shared with Execu-
tive, these top lenders — and presumably the entire ranks of 
the Lebanese banking industry — face a hefty number of chal-
lenges and risks, jointly as well as individually. 

Adverse developments in local interest rate spreads vis-à-
vis Libor and negative carry, the cost of having to fund lend-
ing at higher interest rates than the banks could generate from 
the activity, have weighed on profitability for several years. 
According to Audi’s Baz, spreads have moved against Leba-
nese banks to the tune of rising from twice the reference rate 
to much higher multiples, i.e. banks that used to offer 5.5 or 
6 percent or twice the interest of what depositors could get at 
a US bank, now pay 3 percent while benchmarks are 30 to 35 
basis points. “I do not consider it wise and healthy for banks 

to pay close to 10 times the benchmark. This development 
was correlated with drops in reference rates after 2008 and 
the negative carry for Lebanese banks has been amounting to 
hundreds of millions of dollars every year,” he says.

In Byblos Bank’s experience, the pressure has been 
mounting as the Lebanese government lowered borrow-
ing costs. “Today, if you are paying 6 percent on the Leba-
nese pound and receive 5 percent on T-bills, you have a prob-
lem. It is normal that the client who is borrowing in Lebanese 
pounds wants to pay a lower interest rate, and the deposit cli-
ent wants a higher rate. The bank cannot satisfy both and has 
to do something. Lowering the cost of operations [as we are 
doing] is not enough. Most of our income is still being made 
from treasury bills and bonds — and thus banks are pressured 
to reduce the cost of deposits to make up for the drop in lend-
ing to the government,” Bassil explains.

Having an extensive rural retail network, which when 
compared with dollar deposits rates in the sector has gener-
ated a comparatively high inflow of Lebanese pound deposits 
to Byblos Bank, has motivated the bank to try and draw in 
more dollar clients even at the cost of eventually losing some 

Lebanese pound clients, Bassil says, but 
concedes that this is a challenge. “This 
is not easy in the very competitive en-
vironment we are in, because to attract 
dollar deposits from other banks is 
very difficult.” 

Being able to lend out more funds 
in the — higher interest generating — 
Lebanese pound loans provides a partial 

release from the pressure and has been aided by the central 
bank’s economic stimulus packages of 2013 and 2014, says 
Nassib Ghobril, Byblos Bank’s chief economist. “But this not-
withstanding, large LBP deposits are still sitting in the banks 
and remain unused,” he notes.

Offering lower interest rates on deposits is another remedy 
and has been recommended earlier this year by the Association 
of Banks in Lebanon. In Baz’s view, that would be a prudent 
recommendation for banks to implement. “I am not saying 
that we have to kill the depositors, but there is definitely room 
to reduce the USD interest [paid on deposits] by a minimum 
of 50 basis points,” he argues. “If depositors want high interest, 
they can convert to local currency. I understand that there is 
some risk of volatility and this explains why the interest rate 
on local currency represents two times the interest rate on the 
US dollar. [But the] interest rate on local currency is today at 6 
percent, so there is room to decrease by one percentage point. 
If it is 2.5 percent on deposits in US dollars and 5 percent on 
local currency, that would be a reasonable representation of 
volatility risk.”

BLOM’s Mikhael says that banks would like to lower de-
posit rates but find this difficult because of the intense compe-
tition they operate under in the currently sluggish economy. 
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Any attempts to lower interest rates on deposits will also be 
made harder by the anticipated hike in interest rates by the 
Federal Reserve in the United States. “It will be difficult to 
lower deposit rates when the US rates are increasing, especial-
ly given the dollar peg of the Lebanese pound. But I also don’t 
expect Lebanese banks to increase deposit rates when the US 
will hike interest rates,” he says. 

According to Ghobril no big developments with posi-
tive impacts on Lebanese banks are currently on the horizon. 
“What is to be noticed is that dollar deposit rates have not 
declined, and I don’t see that happening as interest rates on 
the US dollar are expected to rise in the third quarter. Beyond 
that, the increasing borrowing needs of our government are 
dictating interest rates. As long as there is a wide fiscal deficit, 
the government will continue to have high borrowing needs 
and will continue to rely on banks to finance the deficit; there-
fore interest rates will continue to be high.”

A concern that was high on the agenda of banks in 2014, 
the issue of double taxation of bank incomes, is currently not 
as high on the scare lists of most bankers, apparently because 
of the stagnation of all things political. However, the stagna-
tion of politics is itself the headache. With a broad consensus, 
bankers tell Executive that they do not expect a quick solu-
tion to the presidential paralysis and are even less trusting in 

the outlook for substantial political reforms which would be 
needed for giving the economy a true confidence boost.

While politics and the economy remain in the doldrums, 
the outlook for the sustainability of banking profits is unclear. As 
Ghobril says, even the profit gains of 2014 did not translate into 
improvements in the returns on average assets and average eq-
uity. “You cannot look at the dollar figures and profits alone. You 
have to look at the ratios, at the return on average assets and at the 
return on average equity. These have stagnated and the return on 
assets is less than 1 percent for the first time in I don’t know how 
many years, at 0.97 percent for the sector and the return on equity 
in 2014 was also slightly lower than in 2013,” he says.

In angling for profits in 2015, banks according to Ghobril 
can rely on the government needs, given that the Ministry of 
Finance did not only issue $2.2 billion worth of eurobonds 
already, but aims to issue another $2 billion. The dilemma 
is, of course, that this form of the state’s money hunger is a 
negative indicator for ratings agencies and not a positive sig-
nal at all except for the comfort of knowing that the system 
is stable and the government can obtain that much money at 
very favorable interest rates, Ghobril says. “If they were imple-
menting reforms, they would not need to borrow so much. As 
things stand, we have stability without resilience and borrow-
ing without reforms.”
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Amid unprecedented developments in global finance, ExEcutivE speaks to Riad Salameh, 
the governor of Banque du Liban   By Livia Murray & Benjamin Redd

Central anchor

> Q&A

n the staid world of central bankers, changes are often slow and measured. That is not the 
case in 2015. In the first four months of the year, the euro slid 10 percent against the dol-
lar. In a single day in January, the euro fell 30 percent against the Swiss franc after Swiss 

authorities ended their currency’s floor. International bond markets are at or near record lows, 
with yields on German 2 and 5 year bonds slipping into negative territory. Fears of negative 
price movements — deflation — are also on the minds of central bankers from Europe to In-
dia. Both the Bank of Japan and the European Central Bank are aggressively pushing monetary 
stimulus, just as the US Federal Reserve threatens to tighten monetary policy.

Considering the high levels of trade with Europe and the Lebanese lira’s dollar peg, such 
global dynamics will have implications for Lebanon. And in addition to international issues, 
domestically, the country is finally getting some breathing room with the collapse in fossil fuel 
prices. Bankers are happy too, with profit growth at the largest banks skyrocketing to more than 9 
percent in 2014. Things are so good, the World Bank’s forecasts for Lebanon have finally begun to 
grow more optimistic, most recently edging up from 2 to 2.5 percent in real GDP growth for 2015.

Executive sat down with Riad Salameh, perennial governor of Banque du Liban (BDL), 
to get his perspective on both domestic and international developments, and how they bode for 
Lebanon’s banking sector and economy. This interview has been edited for length and clarity.
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governor in 1993, is the best answer to this economist be-
cause the banking sector — and if you look at the figures, 
which show growth in terms of equity, in terms of deposits 
— has grown more than tenfold from what it was in 1993, 
during which Lebanon witnessed many wars, serious secu-
rity events and street fights. We coped with the internation-
al financial crisis in 2008 and we have also coped with the 
crisis that happened in Europe around the Mediterranean, 
and with the Arab unrest. So the answer to that comes from 
these facts.

 
E   BDL recently made banks require a minimum down 
payment on their loans of 25 percent. Likewise, banks were 
also recently required to start building collective provisions 
for their performing loans portfolio. What is the intended 
effect of these measures and to what degree have they 
been effective?

We have a prudential approach to the credit markets and 
we want to prevent bubbles and too much indebtedness for 
the Lebanese. The ratio of repayment of debts in a Lebanese 
household represent today 50 percent of the income of that 
household. It includes the housing loan, of course. We be-
lieve this ratio, given the situation in Lebanon, is a ratio that 
should motivate us to take certain preemptive measures so as 

not to have a crisis later on in the consum-
er loan market. We did that. It didn’t have 
much of an impact on demand, because on 
the other side we have also put in place in-
centives for the banks such as incentives for 
housing loans.

 
E   How crucial are the macroprudential 
measures which go above and beyond the 
ones suggested by Basel III, given that BDL 

has already ruled out a lot of risky financial products that 
the Basel III regulations were essentially created for?

We look at our market and its particularities. And as 
you know, given the political unrest in Lebanon, the threats 
due to the security situation, we are dealing with a vola-
tile market. Our aim is to keep confidence in the bank-
ing sector and in the currency. And for that, the market 
should feel that we are taking anticipatory measures that 
can diffuse any disruption in our market later on. The situ-
ation in the exchange market, which is one indicator for 
us, proves that despite this difficult period in Lebanon the 
markets kept their confidence in the Lebanese pound, and 
therefore our policies are welcomed by the markets. This is 
our main criteria.

E   Moving very specifically to one set of measures, you’ve 
stated in the past that BDL has been conducting stress tests 
for Lebanese banks — what are the results of those tests 

E   Has this year’s substantial growth in banking profits 
compromised the quality of the banks’ balance sheets?

The balance sheets of the banks are sound. We had asked 
them to meet, according to the Basel III criteria, a solvency 
ratio of 12 percent by the end of 2015. Most of the banks are 
already at least 12 percent. The profit growth was moderate 
due to the fact that there is a slowdown in the Lebanese econ-
omy and there are general provisions they had to take, either 
for their exposure regionally or because of our circulars that 
have imposed certain provisioning on consumer loans. The 
banks are now lending to the private sector more than they 
are lending to the government. And therefore, it is normal 
that their profits now, contrary to what is usually thought, 
come more from their operations in the private sector than 
their operations with the public sector.

 
E   The banks have typically had enough money to lend out 
to satisfy the lending needs of the public and private sector. 
With deposit growth slowing in 2015, would a further 
slowing of the annual growth rate of deposits in any way 
impact banks’ ability to continue funding public and private 
sector needs?

As we speak, the banks have excess liquidity, that is free 
liquidity of around $19 billion, which is sufficient to fund the 
private and public sector, not only for this 
year but over a longer period of time. The 
growth in deposits should not be regarded 
with a percentage approach because the base 
on which we are calculating is growing; so 
we look at the amounts coming into the sec-
tor more than the ratio of growth. When 
you are calculating on a base of $140 billion, 
when you make a growth of 7 percent, it’s $9 
billion. So it is normal that you see these ra-
tios of percentage growth go down as the base of the deposits 
is growing. So far this year we’re still on a pace in terms of 
growth in deposits that in terms of amounts would be equiv-
alent to last year. But maybe the ratio would show 6 percent 
because the base is larger.

 
E   So do you see deposit growth stabilizing going forward?

Growth is going to stabilize because the growth in deposits 
is mainly due to expatriates sending money to Lebanon and, 
as there is no growth in the Arab countries especially with the 
decline of the price of oil, we expect steady transfers but we 
do not see a reason for larger transfers than we saw last year.

 
E   One leading bank economist said that Lebanon’s banking 
sector was not resilient, it was just coping. What is your 
view on this?

I think the history of the banking sector, given the events 
that happened in Lebanon at least since I was nominated 

> Q&A
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over the past several years, and have they been published 
or will they be published?

We conducted stress tests a few years ago, in 2011, and 
they were positive. But we haven’t recently done that exer-
cise. We always do stress tests on the banks on a regular basis 
and we have created a Financial Stability Unit at the central 
bank that is monitoring all the data of the banks and the im-
pact of their capital.

E   If you go to the Fed’s website, if you go to the European 
Banking Authority’s website, they have very specific numbers 
for specific banks’ stress tests. Is there any plan to do that 
here in Lebanon?

I have to look into it because we have to cope also with 
the Lebanese legislation — what the central bank can publish 
or cannot publish. We have no issue with transparency, and 
as you know we want more transparency, even between the 
banks and the customers, and for that purpose we have cre-
ated a Consumer Protection Unit that is going to look into 
the behavior of the banks: the way they calculate their inter-
est rates, the margins, the quality of service they give and also 
to make sure that everyone is treated fairly and suitably. This 
effort [has already begun] — there was a circular issued a few 
months ago and it’s the banking control commission that is 
going to handle the follow up on this.

E   The G20 has decided that globally systemic banks — 
very large banks — should create ‘resolution plans’ in 
case of failure. Are there any plans to introduce similar 
requirements here in Lebanon?

No. Lebanon has a particularity that is that any bank, 
whatever its size, if it has problems or defaults, will impact 
negatively [on] the whole market. Therefore we are strict 
with all the banks. And we believe that there is certainly 
motivation for the largest bank to increase their capital so 
they can increase their business and keep growing their 
earnings. But we have put strict requirements on all banks. 
Big or small. Our policy will remain not to default banks 
and to use the merger law for banks to exit, those who can-
not continue, because we are a small country and people, 
and markets are affected by any problem in any bank what-
ever its size. To give you a practical example, the world has 
forgotten about Lehman Brothers, who bankrupted the 

whole world in 2008. In Lebanon, they did not forget the 
problems of Intra Bank 50 years ago or Al-Madina 10 or 
12 years ago.

When you have an expansionary monetary policy with 
the current stimulus, but then also have these greater 
macroprudential policies and requirements, that’s a fine line 
to walk. How do you see that going forward?

The approach is how you manage liquidity. And so far 
the central bank has been successful in that because there 
is available liquidity for the markets and interest rates have 
been declining. But at the same time we didn’t create infla-
tion. There is stability in prices. Our priority remains the sta-
bility of the monetary sector. But as long as we have this sta-
bility and we have the necessary resources, we will continue 
taking initiatives that could profit the economic activity in 
the country.

 
E   In the past, you’ve delineated two forms of stability that 
BDL aims for. One of them is price stability and the other is 
interest rate stability. With the impending normalization of 
US monetary policy, perhaps as early as June of this year, 
what is going to happen if these come into conflict with each 
other? How will you prioritize one over the other?

Well I think we’ll maintain the same objectives. I don’t 
believe that interest rates in the United States will go up 
quickly. I don’t know if they will go up in June — this is a 
matter that is not really certain, but in case they do go up 
it’s not going to create a major change in the global interest 
rates’ structure because they’re talking about an increase that 
would be between a quarter percent and half percent, which 
is still far from what is happening in our local markets.

E   It doesn’t look like oil prices are going to go back up to 
$100 per barrel anytime soon. You’ve mentioned in the 
past that this could actually be negative for the Lebanese 
economy due to a decrease in remittances from the Gulf. 
However, there’s the other side of the coin, which is that oil 
and gas are so much cheaper now, which is a major relief 
to the Ministry of Finance’s accounts. On balance, is this a 
good thing or a bad thing for the Lebanese economy?

I believe it has increased the purchasing power in the 
country because consumers have saved on their bills on en-
ergy. It will affect the economic activity in the oil producing 
countries and therefore will have an impact on the remit-
tances coming to Lebanon. But what we are feeling today is 
that the decline in oil prices so far is more positive for Leba-
non than negative.

We’ll see how things will develop because the major 
source of funds in Lebanon is coming from the Gulf re-
gion, and therefore we have to see what will happen there. 
If they keep their economic growth, then it will not affect 
us negatively.
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www.creditbank.com

Steady steps, clear vision 
unwavering confidence.

The world is in constant progress, and so are we. With 
steady steps we embrace every change to provide you 
with best in class services. With clear vision and 
unwavering confidence we stand beside you in facing 
every challenge to realize your achievements. By banking 
on us, you are relying on a team of professionals, people 
who believe that you can achieve.
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hat BankMed is to the Hariris, BLOM Bank to 
the Azharis, Fransabank and SGBL to the differ-
ent lines of Sehnaouis, Bank Audi to the Audis 

and Creditbank to the Khalifes is perhaps not as clear as a bell 
when it comes to determining ownership percentages to the 
decimal. The shareholdings become particularly blurred when 
banks are owned not only by individual family members, but 
also by family owned companies. However, while most Leba-
nese banks have a dynastic history and are still at least partly 
owned and managed by the families that founded them, man-
agement and decisionmaking has been forced into the open.

That is, behind these family owned machines stand layers 
of decisionmaking and management: boards, group execu-
tive committees and mid to senior management.

As the reins of the company are transferred from one 
generation of bankers to the next, the processes behind the 
transition are put under pressure to give way to a new, adap-
tive and capable generation of bankers that will drive the 
bank forward. Banks cannot remain a bastion of immove-
able tradition, particularly when faced with the demands of 
a new generation of customers.

 
NEW BANKERS FOR NEW CUSTOMERS

The banks that are still managed by the old guard have 
a harder time adapting to the new generation, according to 

W

Lebanon’s banks gear up for a new generation of bankers and customers   By Livia Murray

Tarek Khalife, Creditbank’s chair. “Banks have not changed 
significantly because they have not perceived a dramatic de-
mand for change, because of the management that is from 
Generation X. So many banks, if you take the top six banks 
which constitute around 50 percent of the market, they have 
Generation X on the navigational front,” he says.

 With a tricky new generation of customers whose needs 
and demands are changing — forcing banks to evolve wheth-
er or not their decisionmakers change — the banking busi-
ness is becoming increasingly challenging. According to a 
European Financial Marketing Association and Oracle Fi-
nancial Services 2010 report, banks need to start refining 
their engagement with Generation Y, which have different 
demands from the previous generation. As baby boomers 
approach retirement and start drawing more on their sav-
ings, the report says, Generation Y will constitute the new 
majority of customers who are still accumulating wealth.

In Lebanon, Generation Y prefers an ATM over a teller, 
and would rather not interact with anyone at all, according to 
banking executives. This is in particularly sharp contrast to 
the customer of the past, who would require coffee with the 
branch manager before he or she placed their precious riches 
into the bank’s coffers. Now banks are trying to cut down on 
these prolonged meetings as they are concomitantly decreas-
ing in demand.

The banking turnover

> The next generation
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coming, they are being managed not by old fashioned man-
agers, but by new style management,” he says.

Old style management is not only being replaced in favor 
of new style, but according to Semaan Bassil, vice chairman 
and general manager of Byblos Bank, they are also leaving 
on their own initiative. “Most branch managers are becom-
ing younger, because the older ones are leaving or being re-
located [since] they are no longer able to handle the stress or 
the requirements of compliance, of how to receive the client, 
or how to talk to the client,” he says.

 
KEEPING IT IN THE FAMILY

 But it is not only young blood that 
makes for the success of a bank. By and 
large, especially in large banks, govern-
ance is king. This is important both in 
family owned and non family owned 
banks. And as the Lebanese banks are 
all too happy to point out, there is noth-

ing inherently wrong with family owned banks as long as 
they are properly governed. “I’ve seen many international, 
family owned banks that have been run for generations as 
well governed institutions,” says Khalife.

 In Bassil’s view, well managed family businesses often 
yield better results than listed companies. “But we forget that 
and people don’t want to talk about that,” he says.

 This is perhaps not a surprising argument consider-
ing many banks still have important family components. 
Baz points out that at Audi — while the Audi family owns 
a 7 percent stake in the bank and family decisionmaking is 
represented by one family member on the group executive 

Beyond customer change, the banking sector is witness-
ing a second turnover — one of the internal workings of the 
banks. Though this has been happening for some time and 
will continue to develop slowly, some banks are witnessing a 
dynastic change, others are seeing an institutional turnover 
in management, while others are still managed by the old 
guard. As these large, slow moving economic vessels move 
on to the next generation of management — with yesterday’s 
interns becoming the top guns — these decisions are crucial 
to ensuring the right choices are made to retain talent.

A positive note is that out of the 
banks that Executive spoke with, a cer-
tain amount of them have high shares of 
young and qualified employees. Khalife 
boasted that during the time of the 2008 
financial crisis, 100 percent of top man-
agement at Creditbank were already un-
der 40, 80 percent of which were under 
30. “They identify with Generation Y 
more than the old guard. If you want to ask them who they 
are, they say they’re early Generation Ys. That helped us on 
some level be receptive to this change or these requests from 
the younger generation.”

Similarly, Freddie Baz, chief financial officer at Bank 
Audi, claims that 38 percent of staff are under the age of 30, 
and that many middle to senior managers came in less than 
a decade ago. Bank Audi invested a lot in middle managers, 
having handpicked many of them as young talents with im-
pressive backgrounds who were hired, trained and placed 
in management roles throughout the bank, he says, replac-
ing an older generation of managers. “Now [with] the youth 
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committee and two members on the board of directors — 
the group executive committee, which is the ultimate power 
within the group, is chaired by a non family member who is 
also the group CEO.

 While no family owns a majority stake in a bank, fam-
ily members are instead represented in management and 
decisionmaking. Byblos Bank has three family members in 
top management positions, acting as chair–general manag-
er, vice chair–general manager and deputy general manager. 
Creditbank’s Khalife claims ownership of 50 percent of the 
bank, in addition to one other Khalife listed as a sharehold-
er. The same two Khalifes are on the board of directors and 
in senior management positions. This pattern repeats itself 
throughout most of the banking sector.

There is some positive value to a brand which has a fami-
ly name association. Freddie Baz explains that the Audi name 
has been linked to financial services for the past 200 years, 
starting in Sidon as a discount and foreign exchange busi-
ness before it turned into a banking operation. “We’re talking 
about two centuries of tradition, experience and reputation. 
Of course the Audi family is a huge added 
value to the brand, with respect to its his-
toric background,” he says.

 But institutionalization is important if 
there are still family members running and 
managing the bank. With family owned 
businesses, there is always the concern 
that the selection process of management 
positions are biased towards family 
members. This is a concern for many 
reasons. First, putting underqualified 
talent at the top that has just been promoted because they 
were the second cousin twice removed will reflect poorly on a 
bank and can compromise their strategy. Of course Lebanese 
banks will be the first to defend their family bankers — and 
there are many great respectable bankers of family descent. 
But if the strategy of the bank is more concerned with the 
survival of family lineage than the bank as an institution, 
they will weaken the business. While Lebanese banks are very 
highly regulated in terms of corporate governance standards, 
rules set by the central bank and the rules set by being listed 
in local or foreign stock exchanges, they are perhaps more 
family ‘friendly’ than many of the bankers Executive has 
spoken with would like to admit.

Yet there is a lot of pressure on banks — at least com-
pared to other sectors in Lebanon — to have high corporate 
governance standards. “Today banks are highly regulated,” 
says Bassil. Besides having to follow the central bank’s regu-
lations, the handful of banks that are listed have to follow 
even more stringent transparency and governance require-
ments — all the more for those listed on foreign exchanges.

There are, however, certain internal governance policies 
that bankers give importance to in terms of institutionalizing 

the business. Khalife explains that it is not so much the number 
of family members in management positions as it is the overall 
concentration of decisionmaking power. In banks with a heavy 
family ownership component, family member shareholders 
will opt for representation, he says. And often, board 
representation is not enough — they will opt for management 
roles. “This is completely normal. Now, heading and steering 
and navigating a bank is not about concentration [of] family 
ownership; it’s about any concentration, per se,” he says.

“What really adds value is decentralizing decisionmaking 
and [forming] collegial bodies that take scientific decisions. 
If you have a human resources committee, it’s a committee, 
and it’s not somebody who decides who to move to which 
department ... If you have risk management, if you have gov-
ernance, if you have compliance, it’s all in committees. And 
when you have that, then you are institutional  — whether 
you have a concentration in ownership or not,” adds Khalife.

 He says that while sometimes family members are quali-
fied, sometimes they aren’t. But this has little to do with being 
family owned or not — rather with the way the bank is run. 

“When your HR and recruitment process-
es are twisted, then they are twisted. If they 
are the right measuring instrument, [you] 
can’t break it for one rule, [even in the case 
of a] son or daughter,” says Khalife.

 
BANKING A FINANCIALLY 
STARVED GENERATION

While many banks are engaging 
with customers at an early age and some 
even proudly mention that they were 

among the first in Lebanon to accept customers under 18, 
the next generation of wealth accumulation in Lebanon may 
not live up to other global comparisons. Bankers’ hopes 
that Generation Y in Lebanon will be as prosperous as the 
generation was in economic hubs such as Silicon Valley 
may be a little bit wishful. Aside from the dynastic wealth 
inheritance of the 0.1 percent, young Lebanese adults have 
not been offered the same economic opportunities or basic 
financial resources to accumulate wealth at the same pace as 
young adults in more prosperous economies.

“Generation Y in our region has been deprived. It’s not 
the Generation Y of the West, where they have been ena-
bled and they’ve created value and you’ve got millionaires at 
30,” says Khalife. “Until now … there have been few choices 
or access to finance besides commercial lending by banks. 
There is an array of interesting possibilities that are just com-
pletely absent. There are no angel investors; there has not 
been venture capitalism; there have not been real institutions 
of private equity; and until recently there have been no funds 
… There is nothing in between.” Though he acknowledges 
that these are starting to show up, compared to other econo-
mies of the globe, young Lebanese have been deprived.

> The next generation

“GENERATION Y IN 
OUR REGION HAS 

BEEN DEPRIVED. IT’S 
NOT THE GENERATION 

Y OF THE WEST, 
WHERE THEY HAVE 

BEEN ENABLED”
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anking is on the move. Today, the sector has turned 
into something that couldn’t have been pictured 
some 20 to 30 years ago. New regulatory frameworks 

such as Basel III have placed more pressure on banks to reg-
ulate and mitigate risks. Their internal structures have been 
reshuffled by creating whole new teams and compliance de-
partments, putting strain on the banks’ bottom line. But it 
is not just international standards pushed by central banks 
that are driving change in the banking sector. There is an on-
slaught from another side: the newcomer.

Between PayPal, Google Wallet and most recently Face-
book, which just announced its forthcoming free payment 
service through its messaging application, an increasing 
amount of nontraditional players are getting into the world 
of financial transactions. These have entered the market and 
have presented a very clear message to the traditional guard-
ians of payments: adapt or die.

 Whether it is an opportunity disguised as a challenge, or the 
dystopian end of the banking sector, one thing that is certain is 
that banks globally are taking the call seriously. As the specter 
of new and unusual competitors in financial transactions rises, 
banking is seeing an overhaul globally with big banks increasing-
ly thirsting for technologies that will help them remain dynamic.

Some of these, rather than wait, have even sought an ac-
tive role in funding the development of these technologies. 
In 2014, giant Barclays and startup accelerator Techstars 
launched a startup accelerator to develop financial technol-
ogy — dubbed “fintech” — companies. All in all, global in-
vestment in fintech companies has tripled from $4.05 billion 
in 2013 to $12.2 billion in 2014, according to a 2015 report 
by consulting giant Accenture.

FINTECH IN LEBANON
Transformation is also making its way into Lebanon’s 

banking sector. “Technology is going to hit the sector wheth-
er we like it, understand it, or not,” says Tarek Khalife, chair 
of Creditbank. While it is impossible to predict exactly what 
the ‘bank of the future’ will look like, there is an understand-

B

Some Lebanese banks are more tech savvy than others   By Livia Murray

ing among some Lebanese bankers that it is important to 
start investing in technology for the future. Khalife explains 
that as of yet, Lebanese banks are just seeing the tip of the ice-
berg in terms of customer demands. “But that being said, you 
can’t push a button and have the technology ready, so you 
have to prepare for it, forecasting demand,” he says. “Early 
adopters do have an edge. We believe in adopting that edge.”

 But while the impact of the transformation has yet to be 
seen in full, not all bankers in Lebanon share the same de-
gree of concern or preparedness. While some banks 
are working behind the scenes on upgrading 
their online presence and IT systems, 
other banks still brag about tech-
nology that was novel in much 
of the world some 20 years 
ago, such as ATMs that 
accept checks, or the 
myth that their sys-
tems are unhackable.

With a glance at 
the alpha and beta 
banks in Lebanon, 
some banks appear 
to be outliers in their 
approach to technol-
ogy investments, while 
some look like laggers.

 
TIP OF THE ICEBERG

While customers may for the 
most part only notice the new interface offerings 
on their mobile applications and e-banking, or 
pay some attention to security features, this is 
only the tip of the technological iceberg. 

The brave new world of banking

> Tech in banking
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“TECHNOLOGY 
IS GOING TO HIT 

THE SECTOR 
WHETHER WE LIKE 
IT, UNDERSTAND IT, 

OR NOT”

Many other systems in banking rely on technology for 
internal communications, networking infrastructure, core 
banking systems, trading tools and algorithms. Some of 
these have been around much longer than trendy web and 
mobile interfaces. That is to say that banks have always had 
a strong footing in technology — from ATMs replacing 
some functions of the teller, to separate networking 
infrastructure systems.

Technological change at the level of core banking sys-
tems is perhaps more important than customer window 
dressing, but also a lot more difficult to implement. A 
transformation at this level is as messy as it is costly, to the 
point that large banks around the globe have delayed this 
type of change — opting to continue to run on legacy core 
banking systems that, had the banks been established again 
from scratch, they would have scrapped altogether in favor 
of newer software.

So much so as to make chief information officers drool 
at the prospect of startup banks with no legacy issues to cope 
with. Such was the case with Bank Audi’s venture Odea-
bank in Turkey. “When we launched Odea, we did not worry 
about legacy apps,” says Danny Dagher, group chief infor-
mation officer at Bank Audi. “Now, if we get a software, we 
have to worry about integration with the existing systems 
and how it happens.”

Four years ago, the same year they put in place their new 
tech strategy, Bank Audi introduced middleware as part 
of their service oriented architecture, according to Dagh-
er. Middleware is a layer of software that connects the core 
operating system to software applications, moving away 
from point to point architecture and making the entire sys-
tem more fluid. For this job, they are using Oracle as a soft-
ware vendor in partnership with local technology company 
PrimeWare, which is part of the ICT solutions provider ITG 
Holding, according to Dagher.

In addition to the middleware, Dagher claims that 
they are now currently in the process of switching their 
core banking software from IBM’s BankMate to Oracle’s 
FLEXCUBE, which is no small feat.

 While Dagher was not able to disclose Audi’s budget 
on technology investments, he said it was close to, but 
not above, international benchmarks in spending across 
network infrastructure, core banking and consumer facing 
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infrastructure. That is, they are spending most of their capital 
expenditures on technology geared investments, he specifies.

“At the bank we had and we still have a strong belief 
that technology is at the core of financial services of the fu-
ture,” says Dagher. “That’s why we’re spending very sizeable 
amounts of money in Lebanon, in Egypt, in Turkey. And 
across the group.”

 While they are enforcing certain 
group standards in terms of technolo-
gy such as middleware and the Cloud, 
Dagher says that in some cases the soft-
ware differs across branches. When 
speaking on the software at Odeabank, 
Dagher ventures “I wouldn’t say it’s 
more advanced, but it’s different.” After 
launching and setting up the bank, the 
Turkish management they left in com-
mand adopted a strong technology strategy in attempts to 
differentiate themselves in the Turkish market. “Banks in 

Turkey are more advanced than banks in Lebanon,” says 
Dagher. “More importantly, the technology ecosystem is 
more complex in Turkey in general. In Turkey, any applica-
tion you want to develop, you have the manpower. Micro-
soft is there, Oracle is there. In an engineering capacity, not 
just in a sales capacity.”

UPGRADE OR OVERHAUL?
Not all banks are making the same leap into new tech-

nology investments. For some who are treading more cau-
tiously, software updates are just fine. While Byblos has also 
been running an IBM middleware since 2013, they have 
been a loyal customer of financial service software com-
pany Temenos since at least 1998, when their current core 
banking system was installed. While Semaan Bassil, vice 
chair of Byblos Bank, admits that they are not doing any-
thing major in terms of technological revamping, he claims 
they are taking part in a continuous process of improve-
ment such as implementing new software releases.

According to Bassil, Byblos strives to strike “the right 
balance” when it comes to technology investments at the 
bank. Though he admits that investment levels are low by 
international standards, he claims that “it’s not so much 
how much you spend; it’s how much you are optimizing 

what you already have.” When the 
bank looks at a request for a technol-
ogy investment, he adds, it “make[s] 
sure it’s based on a strong business 
case before it’s developed and money 
is spent on it.”

Networking infrastructure — the 
hardware and software that pass along 
the data of the network — is anoth-
er point where banks differ spending 

wise. While some Lebanese banks have not updated their 
infrastructure in over a decade, others are a little more bull-
ish in their networking infrastructure updates. Creditbank 
changed networking infrastructure three times in the past 
10 years, with Khalife claiming this was the norm and that 
they usually replace everything every three or four years. 
Their most recent switch among vendors, occurring less 
than a year ago, was from HP servers supplied by CIS to 
their current IBM machines supplied by Quantech, accord-
ing to Khalife.

 Creditbank’s total investment in IT in 2014 amounted 
to $7 million, according to Khalife. He explains that this 
was due to a major restructuring of the main server sys-
tems, among other things — and that average yearly invest-
ment in IT is closer to $3 million.

 Creditbank is also in the process of an overhaul, in 
which they are redesigning the configuration of all of their 
branches, drawing from the concept of a ‘branch of the future’. 
They have a ‘larger electronic wall’ and more ATMs which 

> Tech in banking
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Giant iPad or tiny human?

Going full circle, new generation ATMs at Audi
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Khalife describes as “new generation” — ATMs that can give 
and take deposits and cash cheques. One of their gleaming 
new star branches has already been set up in Sodeco. The 
customer–employee relationship has also shifted in these 
new branches — which are counterless, in a move to push 
customers into electronic servicing, and employees into 
focusing on sales oriented rather than processing tasks. They 
have so far opened three branches with the new look, and 
plan to have half the network refurbished by end of year and 
the rest of their 24 branches by the end of 2016.

On the slightly more futuristic side, Audi is in the pro-
cess of introducing software from VMware, a Californian 
Cloud and virtualization software company, to virtualize 
parts of their network, according to Dagher. “So you virtual-
ize whatever it is and have the software run it instead of rely-
ing on expensive hardware,” he says.

With an eye to better service customers as well as to im-
prove decisionmaking, Dagher explains that Audi is also 
making investments on the data side. The bank is working 
with Microsoft as well as using data analysis product Implify 
developed by Lebanese technology company Roxana. “The 
major initiative is to virtualize the data. Wherever it resides, 
the plan is to invest millions of dollars to make sure it is all in 

one data warehouse.” This technology would ideally improve 
the bank’s ability to know what products to offer what cus-
tomers at the right time.
 
RETURN ON INVESTMENT

Technology — in all its shapes, sizes and dimensions — 
is certainly a large investment whose full impact has yet to be 
seen. For the banks, increases in productivity, making pro-
cesses more efficient and improving cost income ratio were 
high on the list of reasons why they invest in technology.

But they are also measures the banks have to take to 
adapt to the modern world, to make sure the institutions 
don’t crumble from within. Particularly in issues such as se-
curity, constant change is crucial. Dagher indicated his pride 
that their head of security is only 27 — perhaps age being 
an emblem of modernity and freshness. But even the most 
stringent advances and investments in security will never be 
foolproof in the changing world.

“I cannot, and anybody who says otherwise is a liar, I can-
not guarantee that the bank will not get hacked. I can guaran-
tee that if we get hacked, hopefully we will know in time. And 
I’m saying hopefully.” Indeed, with hackers on the prowl and 
large international banks being hacked by unknown sources, 
it would be a little much for a Lebanese bank to claim that 
having their system hacked is an impossibility, though many 
do. The likelihood and severity of potential attacks only de-
pends on the quality of hackers and attackers, says Dagher. 
“They put the Mossad to shame, they put the NSA to shame. 
They can put Bank Audi to shame if they want to.”

Security is perhaps the most tangible of the tech invest-
ments: if you don’t invest, the bank is at high risk. But some 
bankers were of the opinion that though the full impact of 
more experimental technologies such as the Cloud or data 
were yet to be seen, adopting these technologies would, in a 
couple of years, be just as crucial.

“You can’t see it today. Today is the time to invest,” says 
Dagher. When asked about the risk of not investing in tech-
nology for banks, he retorts, “You die ... Even us, us as a bank, 
we’re investing in technology and I’m always afraid we’re go-
ing to die … Are we changing quickly enough? Will we be 
capable of maintaining the assault and defending ourselves 
against the assault of the newcomers? It’s always tough.”

“I’M ALWAYS AFRAID 
WE’RE GOING TO DIE 

… ARE WE CHANGING 
QUICKLY ENOUGH?”

> Tech in banking
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he ‘Open Sesame’ for unlocking what made 
BankMed, one of Lebanon’s top five banks by both 
assets and deposits, move into Dubai this spring is 

‘opportunity.’ This is no coincidence. This term and the art 
of seeking out opportunities were the key words by which 
Mohamed Ali Beyhum, BankMed’s executive general 
manager, describes the bank’s strategy in an exhaustive 
interview with Executive.

“In our expansion strategy, we move into opportunities. 
We do not define ourselves as an international, regional 
or local bank. We are a commercial bank with different 
activities, including investment banking activities, but 
what we do is look for opportunities to grow our business,” 
Beyhum says. 

Sustainable opportunities have a habit of being sequen-
tial and interconnected — meaning one good opportunity 
tends to lead to the next. This is what attracted BankMed to 
not venture this time into a new territorial market but in-
stead set up a twofold presence in the Dubai International 
Financial Center (DIFC) with BankMed (Dubai) and with its 
fully owned subsidiary MedSecurities Investment.

The DIFC financial free zone, which officially opened 
in 2004 and is in a number of ways insulated from the do-
mestic markets of the United Arab Emirates, provides the 
group with a platform to interlink and grow activities in the 
same geography where it has been increasingly focused over 
the past decade, Beyhum explains. “We have operations in 

T

A rare glimpse behind the curtain of BankMed   By Thomas Schellen

different regions, in the GCC, in Africa — we are not on 
the ground but we have a lot of clients in Africa — we have 
Iraq, we have Turkey. The DIFC specifically, like the [Unit-
ed Arab] Emirates in general, is like a platform, and if you 
think about it just in terms of trade, it is a major hub for 
all the regions that I just mentioned, where we already have 
some activities.” 

According to Beyhum, BankMed established a unit in 
Turkey by acquiring a local bank jointly with Arab Bank in 
2006. In the second expansion move, “we opened up a com-
pany in Saudi Arabia in 2008 and we started looking into 
Iraq in 2011,” he adds. “We started operations there in 2012 
and we looked at DIFC back in 2013 and have been working 
on it for about a year and a half.”

While the group could have established a DIFC presence 
as a financial intermediary under what is called a category 
three license by the free zone’s dedicated regulator Dubai Fi-
nancial Services Authority (DFSA), BankMed acquired both 
this license for MedSecurities and a more demanding cat-
egory one license, which is required for accepting deposits, 
for BankMed (Dubai). “One could send people from Leba-
non to deal with the different markets, but what we are try-
ing to grow is not only a banking business but a large book 
volume. This can only happen if you have the right people on 
the ground, with good operations and good controls. Thus 
we needed a bank and this is a major opportunity for us,” 
Beyhum tells Executive.

On a charm offensive

> BankMed
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“MOVING FROM 
$15 BILLION TO $25 

BILLION IN FIVE YEARS, 
YOU NEED TO GROW 
DOUBLE DIGIT YEAR 

ON YEAR”

The BankMed group reported $15.4 billion in assets and 
$12.1 billion in deposits at year end 2014, making it Leba-
non’s fifth largest bank on both criteria. In terms of profits, 
the bank ranked seventh, with $133 million. The bank is, in 
Lebanon, often perceived primarily for its strong association 
with the name of slain Lebanese Prime Minister Rafik Hari-
ri and the Hariri Group of companies owned by his family 
heirs. As a privately held organization, BankMed is not pre-
sent on the Beirut Stock Exchange and no research on the 
bank is published by local or regional equity analysts.

Given the general past lack of outside views into 
BankMed’s strategies and the limits of insights that a publi-
cation like Bankdata’s Bilanbanques can offer with reporting 
financial data and ratios on the bank, Beyhum’s elaborations 
offer a fascinating view of the bank.

As BankMed was in the professional media’s percep-
tion not much associated with retail, it may seem surprising 
that its total lending portfolio exceeded $4.7 billion at year 
end 2014 and put it into fourth place by loans and advances, 
ahead of the third largest group, Byblos. This was in spite of 
BankMed’s annual growth rate in loans and advances at 6 
percent being modest when compared 
with most alpha group banks.

Part of the explanation for the 
bank’s overall strong lending position 
is that the lending portfolio’s compo-
sition is skewed in favor of corporate 
and commercial business, where the 
bank in 2014 lent out $4.4 for each dol-
lar in retail finance. Thus the corporate 
realm, where construction related loans 
traditionally play an outsized role in 
BankMed’s portfolio, is where the bank has its power base and 
Beyhum acknowledges that retail is where the bank still has to 
do its homework on growth in Lebanon. 

“On the retail side, our market share is too small com-
pared to the size of our balance sheet. We have been grow-
ing the retail side at double digit percents, and we have been 
growing it at a much higher pace than the market in the past 
three years. It takes a bit of time to catch up because we are 
starting from a very low base,” he says. 

Growing the retail business includes the time hon-
ored usage of the branch. Beyhum confirms, “We have em-
barked on adding more retail branches in Lebanon; given 
our size, we definitely can sustain adding more branches, 
and there are areas of the country where we feel we need to 
beef up our presence — locations outside of Beirut and in 
different regions.”

He goes on to say that the bank this year aims to grow the 
retail portfolio further and targets an increase “by around 
20 percent, plus or minus,” but clarifies immediately that it 
will pursue this goal by “deploying more people into the net-
work” and will not loosen any lending conditions. “The cri-

teria did not change, for example, for debt payment ratios or 
down payments for an apartment purchase. We did not relax 
these criteria, and in terms of pricing we are neither on the 
high side nor on the low side, but close to the average offered 
in the market,” he elaborates.

Besides retail, small and medium enterprise (SME) 
banking is an activity where BankMed is focusing many new 
efforts that are pushed from the head office and from SME 
specialized units in major secondary cities. According to 
Beyhum, the SME lending portfolio has been increasing at 
double digit rates “for the past few years,” and likewise the 
bank’s micro lending subsidiary, which generally offers busi-
ness loans in the range of $500 to $5,000, has been able to 
expand at double digit rates.

BankMed’s new focus on retail and SME banking is a 
very logical move considering that the bank’s market share 
in Lebanon contracted by a few percentage points in the 
past three years; Beyhum puts it in the total domestic mar-
ket’s percentage range of “seven-ish or eight-ish”, down from 
about 10 percent stated in a 2011 Financial Times profile. 

Outside of Lebanon, and specifically in the DIFC bank 
that will serve the geographic region 
for which Dubai offers hub functions, 
“the branch will essentially target the 
low to the middle end of the corporate 
segment, specifically companies in the 
trading and manufacturing sectors. In 
this context, the Bank aims to attract 
clients from the Levant Region includ-
ing Lebanon, Iraq, Turkey, Africa and 
all GCC countries,” BankMed commu-
nicated to Executive in a written re-

sponse statement to questions sent in before the actual inter-
view with the executive general manager.

In the same statement the bank said with respect to its 
Turkish subsidiary, T-bank, that this unit “has also been lay-
ing a specific focus on the SME sector, especially [because] 
the vast majority of companies in Turkey are classified as 
SMEs. T-bank has been steadily growing its SME portfolio, 
extending further financial solutions to its widening client 
base. In addition, the bank has been expanding into econom-
ically vibrant regions within Turkey, where most of these 
businesses exist.”

ORGANIC EXPANSIONS
Reporting $2 billion in assets at T-bank, BankMed group’s 

speed of growth in Turkey has been significantly slower than 
the express rollout of Odeabank by Lebanese rivals Audi 
Group, whose greenfield unit raced to double digit billion 
dollar assets in less than three years from being licensed.   

According to Beyhum it would have been possible to 
grow T-bank faster, but they followed a different approach. 
“We have grown above the average of the banking system in 

> BankMed
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Turkey with about 30 percent annual growth of the balance 
sheet. Yes, we could have grown this much faster; we had the 
capability. [But] we are not under pressure. Our strategy was 
that we wanted to grow at a certain pace, and we believe that 
30 percent growth in the balance sheet is a good pace. At the 
end of the day, the number one priority for us is sustainable 
returns and asset quality,” he explains.

When the group designed its expansion strategy in the 
previous decade, the strategy was not conceived with spe-
cific percentages of geographic growth targets in mind, Bey-
hum adds, and cites Iraq as another example of BankMed’s 
approach. As the country was hit by unexpected unrest af-
ter the start of activities three years ago, the bank revised 
its plans. “Our Iraq expansion moved to a slower pace and 
different activities, so we increased some activities and de-
creased others. Since opening our Basra branch [in 2014], for 
example, we are now pushing Basra more. We of course of-

fer corporate, commercial and retail lending [in Iraq], so we 
started shifting the lending portfolio to focus on where the 
opportunities and the risk rewards are,” Beyhum elaborates.

In more recent contemplations on expansion, a slightly 
more forceful note may have entered the thinking. Howev-
er, Beyhum confirms that BankMed Chairman Mohammed 
Hariri told Reuters, on the sidelines of opening the branch in 
the DIFC, that the group harbors ambitions to grow its assets 
to $25 billion within five years and is looking at Egypt for a 
coming expansion. “Moving from $15 billion to $25 billion 
in five years, you need to grow double digit year on year. It is 
doable if pursued organically, but it might be a bit too aggres-
sive. It makes more sense if it involves an acquisition. This 
[acquisition] could be local or, as the chairman mentioned, 
in Egypt. It is a country we have been looking at for more 
than the past five years, [examining] different opportunities,” 
Beyhum says.

At its home base in Beirut, the bank meanwhile is setting 
new accents emphasizing both its anchored position in Leb-
anon and its determination to be more visible. A new head 
office building is being constructed and its concrete founda-
tions are being poured right next to the existing BankMed 
tower that overlooks the Phoenicia Hotel. The new head of-
fice will provide three times the built up area of the current 
tower and both will function in tandem as the group’s brain 
after the new building’s planned delivery in 2018. 

Beyhum assures, however, that Beirutis and visitors do 
not have to be wary about getting another uber structure of 
more than 40 or 50 floors rammed into the city’s skyline. The 
new building will reach only a few floors above the existing 
head office, he exclaims, “it is not going to be one of those ar-
rows pointing up into the sky.”

At the time of writing, the bank is formulating addition-
al new accents of cementing its willingness to communicate 
ever more engagingly with the public and observers of the 
Lebanese banking biosphere.  After the top of the BankMed 
tower was concealed for some time last month by plastic cov-
erings, the group lifted this shroud on April 20 and simulta-
neously blanketed the country with presentations of the new 
logo that places the bank’s notable wave motif directly above 
the streamlined BankMed name, whose font has been sof-
tened to send a less edgy identity message.

As Beyhum tells Executive, the bank is also fully over-
hauling its online presence and moving into a different mod-
el of a website that he calls “extremely modern,” and transmit-
ting less of a banking and more of a retail vision. As such it will 
provide the public with information seeking to ensure that the 
organization is transparent while carrying forward the bank’s 
emphasis on things BankMed understands as being most im-
portant to clients, Beyhum concludes. “The idea is not to talk 
about the bank itself but to make sure that the client needs are 
there — more of a selling of services and products point than 
a talking point about the bank itself.”

> BankMed
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ny analysis of Lebanese banking performance in 
terms of activity has to be read in conjunction with 
the operating environment in the region and the re-

cent expansion of Lebanese banks in regional markets. Real 
GDP growth, as estimated by the IMF, stood at 2.4 percent 
for the MENA region in 2014, while Lebanon registered 2.0 
percent with an outlook of 2.5 percent for 2015.

At the banking level, preliminary domestic figures for the 
MENA region have reported an acceptable 8 percent annual 
growth in major aggregates in 2014. Lebanon compares well, 
particularly with regard to the performance of oil producing 
countries — albeit with growth below the Arab MENA aver-
age. Lebanon’s banking sector ranks sixth by assets, fifth by 
deposits — an achievement considering its low public sector 
deposits compared to other countries — and seventh by loans 
among 15 surveyed countries of the Arab MENA region.

In Lebanon, amidst continuing regional tensions and 
lingering domestic uncertainties, the banking sector has 
registered positive growth, more or less in line with previ-
ous years. For the purpose of this study, we will analyze the 
performance of the ‘alpha group’ of 14 banks with deposits 
exceeding $2 billion, which represent about 87 percent of 
the sector.

GROWTH IN ASSETS AND DEPOSITS
Total assets of alpha banks grew by 10.4 percent in 2014, 

moving from $176.3 billion at the end of December 2013 to 
$194.6 billion at the end of December 2014. Activity growth was 
driven by both domestic and foreign activity, though the latter 
proved to be more vigorous over the past year. Domestically, 
assets of alpha banks witnessed an 8.8 percent growth in 2014, 
while their foreign activity grew by 16.9 percent over the year.

Customer deposits remain the main driver of activity 
growth. They accounted for 82.7 percent of total activity and 
grew by 9.4 percent in 2014. In particular, foreign deposits 
grew considerably, increasing by 22.4 percent between De-
cember 2013 and December 2014, while domestic deposits 
grew by 6.8 percent over the same period. Out of the latter, 
Lebanese lira (LBP) deposits grew by 7.6 percent and foreign 
exchange (FX) deposits grew by 6.4 percent, slightly shrinking 
deposit dollarization of domestic activity. Similarly, LBP loans 
grew by 14.1 percent while FX loans rose by 5.5 percent, con-
tracting domestic loan dollarization to its lowest level in dec-
ades. Foreign entities engaged in significant lending, which 
reported a growth of 21.9 percent in 2014, in line with for-
eign activity growth at large. The past years actually saw active 
lending activity on behalf of alpha banks with the loan portfo-

A

Bankdata’s Dany Baz dives into alpha banks’ numbers

lio reporting an $18 billion increase since 2011, half of it do-
mestic, of which around 62 percent was in foreign currencies.

It is also worth mentioning that the share of foreign enti-
ties of alpha banks has noticeably increased over the past few 
years, reporting a rise in foreign entities assets to total assets 
from 18.2 percent in 2010 to 20.3 percent in 2014, while that 
of foreign entities deposits to total deposits increased from 
15.8 percent to 18.7 percent and that of foreign entities loans 
to total loans surged from 24.9 percent to 31.7 percent.

LIQUIDITY, ASSET QUALITY AND CAPITALIZATION
Alpha banks remain highly liquid by all standards. Net 

primary liquidity as a percentage of total deposits increased 
to 33.01 percent in 2014, further broken down into 18.95 
percent in LBP and 38.85 percent in foreign currencies. The 
mirror image of banks’ liquidity is the loans to deposits ratio 
which also increased in 2014 to report 37.51 percent overall, 
22.43 percent in LBP and 43.77 percent in foreign currencies. 

The growth in lending activity over the past years, partly 
supported by significant stimulus packages from Banque du 
Liban, Lebanon’s central bank, has not been to the detriment 
of asset quality despite adverse operating conditions both do-
mestically and in many regional markets. Within the context 
of a lower growth in gross doubtful loans (7.6 percent) than 
that of total gross loans (11.4 percent), the ratio of gross doubt-
ful loans as a percentage of total gross loans shrank from 5.94 
percent in December 2013 to 5.73 percent in December 2014. 
When adding substandard loans, the ratio drops from 6.75 
percent to 6.43 percent over the same period. Furthermore, 
with loan loss reserves equivalent to 76 percent of doubtful 
loans, the ratio of net doubtful loans to gross loans stabilized at 
1.38 percent over the past year, while its ratio relative to equity 
registered 5.13 percent at the end of December 2014. It is worth 
noting here that alpha banks have substantially increased their 
collective provisions over the past three years, raising them by 
almost $200 million to reach $637 million in December 2014.

2014 witnessed significant growth in capitalization as 
well. Alpha banks’ shareholders’ equity grew by 12.3 percent, 
moving from $15.3 billion at the end of December 2013 to 
$17.2 billion one year later. As such, the equity to assets ratio 
rose from 8.67 percent in December 2013 to 8.82 percent in 
December 2014.

PROFITABILITY
After a relative standstill — and within a tough operating 

environment characterized by sluggish domestic economic 
conditions with their ensuing pressures on fee income 

2014: Deep analysis

> Comment  By Dany Baz

>  Numbers & figures
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Country
December 

2013
December 

2014 Change
UAE 571.9 632.5 60.6
Saudi Arabia 504.9 568.7 63.8
Qatar 250.0 277.9 27.9
Egypt 242.2 275.4 33.2
Kuwait 182.4 189.2 6.8
Lebanon 164.8 175.7 10.9
Algeria 132.1 137.5 5.4
Morocco 142.9 133.7 −9.2
Bahrain 75.1 79.7 4.6
Libya 79.7 75.6 −4.1
Oman 58.1 64.5 6.4
Jordan 60.4 63.3 2.9
Tunisia 45.7 44.6 −1.1
Sudan 13.6 15.4 1.8

Yemen 12.9 13.1 0.2

Total 2,536.7 2,746.9 210.1

Country
December 

2013
December 

2014 Change
Saudi Arabia 373.9 420.2 46.3
UAE 348.2 387.0 38.8
Egypt 189.2 218.2 29.0
Qatar 150.7 165.1 14.5
Lebanon 136.2 144.4 8.2
Kuwait 129.1 128.4 −0.7
Algeria 110.4 116.7 6.3
Morocco 106.7 102.7 −4.0
Libya 67.7 62.9 −4.8
Oman 40.5 44.9 4.4
Jordan 38.9 42.7 3.8
Bahrain 39.6 41.9 2.3
Tunisia 25.1 23.9 −1.2
Yemen 10.4 10.4 0.0

Sudan 7.8 9.1 1.3

Arab MENA 1,774.5 1,918.5 144.0

Country
December 

2013
December 

2014 Change
UAE 347.3 380.2 32.9
Saudi Arabia 287.0 321.3 34.3
Qatar 158.1 179.5 21.4
Kuwait 110.3 111.6 1.3
Morocco 95.9 88.9 −6.9
Egypt 79.1 88.0 8.9
Lebanon 47.4 50.9 3.5
Oman 34.5 38.2 3.7
Algeria 34.8 36.7 1.9
Tunisia 31.1 29.9 −1.1
Jordan 26.7 27.2 0.5
Bahrain 19.0 19.3 0.2
Libya 14.8 15.7 1.0
Sudan 6.6 7.3 0.7

Yemen 2.4 2.4 0.1

Arab MENA 1,295.0 1,397.3 102.2

BANK ASSETS IN USD BILLIONS

BANK DEPOSITS IN USD BILLIONS

BANK LOANS IN USD BILLIONS

Domestic figures; those in italics are the latest available.
Source: Central banks, Bloomberg via Bankdata

Domestic figures; those in italics are the latest available.
Source: Central banks, Bloomberg via Bankdata

Domestic figures; those in italics are the latest available.
Source: Central banks, Bloomberg via Bankdata

generation, coupled with a low interest rate context that kept 
pressure on interest margins and spreads — the profitability of 
alpha banks reported a 9.1 percent growth in 2014 (2.1 percent 
for domestic net profits), reaching $1.9 billion, of which 83 
percent was domestic. The profit generation came within the 
context of a 12.2 percent growth in net interest income and 
a 13.7 percent increase in net fee and commission income, 
leading to a 10.3 percent growth in total operating income. 
Coupled with a rise of 9.9 percent in operating expenses, it 
resulted in a 10.7 percent growth in operating profit.

With respect to the growth in net fee and commission 
income that evidences improved immunity against tighten-
ing margins and spreads in a low interest rate environment, 
off balance sheet activity has witnessed a contraction of 2.1 
percent in total openings of letters of credit in 2014, while 
fiduciary accounts and assets under management have in-
creased by 14.2 percent, reaching $24.2 billion at year end 
2014. Furthermore, we note that the ratio of non-interest in-
come to total income has again regressed to 33.1 percent in 
2014, while the ratio of net fee and commission income to 
non-interest income has further increased to 49.1 percent. 

As for the increase in operating expenses, alpha banks have 
been active on the network expansion front, opening 67 new 
branches in 2014, half of them domestically. Furthermore, 

> Comment  By Dany Baz
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zation (2.87 percent) and net operating margin (35.19 per-
cent) drove a slight contraction in return ratios with return 
on average assets hovering at 1.01 percent and return on av-
erage equity tightening to 11.55 percent (12.90 percent for 
the return on average common equity).

The return ratios of alpha banks detailed above are al-
most equal to the latest ratios reported for the sector and a 
comparative global analysis shows that both return on aver-
age assets and return on average equity of Lebanese banks 
are underperforming relative to global benchmarks.

> Comment  By Dany Baz

2010 2011 2012 2013 2014

Assets 11.0 12.4 8.5 10.1 10.4
Loans to customers 25.5 18.3 10.5 15.6 11.7
Deposits from customers 11.9 12.4 8.4 9.9 9.4
Shareholders' equity 15.5 4.3 13.4 8.8 12.3
Total LC openings of the year 35.3 −7.3 −6.8 −4.6 −2.1
Net profit for the year 25.0 1.3 7.2 0.1 9.1
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they recruited an additional 1,654 employees, 60 percent 
of which are in Lebanon. Nevertheless, the measure of cost 
efficiency represented by the ratio of operating expenses to 
total assets was stabilized by alpha banks at 1.44 percent over 
the past 3 years, while cost to income was maintained at circa 
50 percent in 2014.

The various components of return ratios show that de-
spite continuous pressures on interest margins and spreads — 
and after the downward slide witnessed in 2013  — alpha 
banks stabilized their interest margin at 2.0 percent and their 
spread at 1.92 percent in 2014. The stagnation in asset utili-
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DEPOSITS TO ASSETS, 2014

RETURN ON AVERAGE ASSETS, 2014

AGGREGATE GROWTH RATES OF ALPHA BANKS

RETURN ON AVERAGE EQUITY, 2014

LOANS TO DEPOSITS, 2014

Source: Bankdata

Source: Bankdata

Source: Bankdata

Source: Bankdata

Source: Bankdata

DANY BAZ is the general manager of Bankdata.
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> Hamra returns

in the 1960s and early 1970s. But, as 
the Civil War took its toll, activity in 
Hamra’s hospitality venues decreased 
and was restricted to the brave Beirutis 
who remained in the area and to the 
foreign journalists who were hungry 
for some conversation and a bite to eat. 

PICKING UP AFTER THE WAR
After the war, focus on the 

development of hospitality outlets 
in the country was low, and while 
Hamra’s existing F&B outlets were still 
somewhat active, the pre Civil War 
buzz which dominated the street hadn’t 
been revived yet, and by nighttime the 
street was almost deserted. 

In 1994,  Malek El Batata (which 
translates to King of Fries) moved 
from its then location on Baalbek 
Street near the Commodore Hotel 
to its current outlet towards the end 
of main road Hamra, which offered 
a more financially lucrative location 
according to its owner Georges 
Moujaes. “We had a big opening 
which was attended by the Minister 
of Tourism at that time and many 
guests. People were surprised that a 
minister would come to the opening 
of a snack shop, but investment in 
Hamra Street was low during that 
period and anyone willing to invest in 
the street was highly encouraged,” he 
recalls. He adds that while the first few 
months in the new location were tough, 
business rapidly picked up due to home 
delivery services and increasing footfall 
in Hamra.

OUT WITH THE OLD
The 2000s were a bittersweet 

decade for the eateries on Hamra’s 
main street, with the closure of some 
well known restaurant-cafes such 
as Wimpy, Modca, Café De Paris 
and Horseshoe Cafe, which had 
survived the Civil War only to find 

Something for everyone
Navigating Hamra’s patchwork of people, places and cuisine  By Nabila Rahhal

ention Hamra Street in 
front of anyone familiar 
with Lebanon and they will 

surely have an opinion or story to share 
about one of Beirut’s most well known 
and cosmopolitan areas. Referred to 
as the “Champs Élysées” of the Middle 
East in the 1960s and early 1970s, this 
street has played a role in influencing 
Beirut’s culture and hospitality life and 
continues to do so today, despite the 
ups and downs the country, and the 
street itself, have been through. 

HAMRA BACK IN THE DAY 
Once a calm residential area with 

a few villas and vast lands for planting 
owned by Beiruti families (such as the 
Itanis, Chatilas, Bikhazis, Rubiez’s), 
Hamra Street emerged on Lebanon’s 
social map with the establishment of 
Cinema Hamra in the late 1950s, which 
was followed by a quick succession 
of other cinemas and theaters such as 
Eldorado, Strand, Saroulla and Élysée 
in the 1960s. In parallel to this influx of 
theaters, there was a surge of sidewalk 
cafes or café trottoirs (Wimpy, Café De 
Paris, Negresco) in the late 1950s and 
early 1960s following the opening of 
Horseshoe Cafe. 

At the same time that Hamra was 
undergoing this boom, the regime 
overthrow in Iraq in 1958 and the 
unification of Syria and Egypt in 1958 
until 1961, brought many of these 
countries’ intellectuals to Lebanon and 
mainly to Hamra Street which, because 
of its proximity to the American 
University of Beirut (AUB), provided 
an intellectual ambiance for them to 
share their thoughts. 

Hamra rapidly became a 
destination in Beirut, attracting 
Lebanese, Arab and international 
tourists alike. “At the time in the 1960s, 
Hamra was the ‘in’  place of Beirut or 
the brand new image of Beirut with 
its café trottoirs and theaters, such 
as the famous Piccadilly Theater. We 
were the first coffee roasters on Hamra 
Street with a stand up bar where people 
would enjoy coffee on the go or buy 
roasted and ground coffee to use at 
home,” says Amin Younes, CEO at Café 
Younes, speaking of when his father 
opened the original Café Younes coffee 
roaster shop which today is still located 
next to the first Café Younes outlet near 
the Commodore Hotel.

Hamra Street’s “glory days” in 
terms of its hospitality appeal were 

Dunkin’ Donuts’ outdoor seating allows patrons to enjoy some fresh air and people watch
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that the number of their customers 
had dwindled and it was no longer 
financially viable to stay open. 

At the same time, new hospitality 
venues were popping up on Hamra and 
its neighboring alleys, especially after 
2005. Despite initial protests from the 
old loyal customers of Hamra cafe, the 
new cafes on the street were not short of 
clientele. As one elderly gentleman who 
was reading a newspaper while sipping 
coffee at one of the international coffee 
houses on Hamra Street said, “This 
café will never have the same feel as 
Horseshoe or Modca, but at least I can 
still read my newspaper while enjoying 
the sunshine.”

IN WITH THE NEW
The period between 2012 and 2014 

was that of regional turmoil and internal 
instability, which affected the hospitality 
and tourism sector as a whole as 
previously reported in Executive. 
Although Hamra’s hospitality venues 
were also affected by this situation, Hadi 
Fadel, corporate marketing manager 
of Boubess Group which operates 
four venues on Hamra Street (Kaiten, 
Napoletana, Café Hamra and Laziz), 
says that the effect was less drastic than 
in other areas of the country. 

“Our venues on Hamra saw a 
drop, although not drastic, between 
2011 and 2014, which was also seen 

across the country in our venues. 
Interestingly though, our venues in 
Hamra were performing comparatively 
better than our venues in other 
areas of Lebanon during those years. 
Fortunately, according to our numbers 
for the first quarter of 2015, there is 
positive growth versus last year in 
our four venues on Hamra Street in 
terms of revenue or covers,” says Fadel, 
declining to give actual percentage 
growth figures. 

A sign of the challenging period 
Fadel was talking about is the closure 
of restaurants in the area towards the 
end of Hamra Street in the past two to 
three years — including Applebees, El 
Battal Snack and others — although 
this is more related to the oversupply of 
restaurants in that area than to footfall. 
“There was an economic rush for people 
to open a restaurant or a bar in Hamra, 
but many opened and closed. It was a bit 
rough because it was too big of a rush 
and it cannot last,” says Abdul Rahman 
Zahzah, partner in T-Marbouta.

THE UNIVERSITIES’ EFFECT 
ON HAMRA’S EATERIES 

Hamra has been through a series 
of ups and downs when it comes to the 
hospitality sector, but several factors 
ensured that the food and beverage 
outlets in Hamra would always have a 
supply of customers with a variety of 

tastes and preferences likely to be met 
in one or another of these outlets. 

All of the hospitality venue owners 
interviewed for this article believe that 
the presence of major universities — 
such as AUB, the Lebanese American 
University or Haigazian — and schools 
— International College or Saint 
Mary’s Orthodox College for example 
— create a steady flow of day time 
customers to many venues on Hamra 
Street and the vicinity. 

Speaking about Dunkin’ Donuts, 
which has a big outlet with a terrace 
and a study lounge in the basement, 
the cafe’s marketing manager Martha 
Zarazir says that 60 percent of their 
sales in the afternoon shift are from 
high school or university students who 
gather with their friends at the venue to 
study or socialize.

The schools and universities in the 
area hire a high percentage of foreign 
professors or staff and their presence 
in the area is felt by the hospitality 
venue operators on Hamra, with Fadel 
saying Napoletana has a good number 
of Europeans as regular customers that 
they have not noticed as much in their 
other venues in Lebanon.

HAMRA’S LEFTIST CROWD 
Another customer type that is 

generated by the presence of AUB 
and LAU in the area is a more secular 
or leftist clientele who tend to favor 
local, organically developed and 
authentic venues of which quite a 
few are to be found on Hamra Street. 
T-Marbouta’s Zahzah believes Hamra 
Street is varied with its clientele having 
many identities, one of which is the 
cultural identity he attributes to the 
the presence of the universities in the 
area. The universities  historically have 
played a role in developing this identity, 
according to him, and also to the leftist 
Syrian/Lebanese/Iraqi intellectual 
movement that was most active in 
Hamra during the 1960s and 1970s. 

In line with Zahzah, Younes says: 
“The presence of major universities 
which host cultured or leftist thinking, 

> Hamra returns

Café Younes on Neemat Yafet Street, Hamra
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> Hamra returns

employees who come for takeout coffee 
in the morning, making 60 percent of 
our sales in the morning from takeaway. 
The average age of customers during 
this shift is between 25 and 44 years 
old,” says Dunkin’ Donuts’ Zarazir. 

AFTER WORKING HOURS 
While such an environment 

creates volume during weekdays, Fadel 
says Hamra is getting busy during 
weekends as well, after a recent slump. 
“During weekdays, securing volume 
is easy because of Hamra being a hub, 
but we felt the decrease in footfall in 
Hamra when things were calm on the 
weekend and people were scared to go 
out [from 2012 to 2014]. Now we feel 
that Hamra is going back to its normal 
setting with the Lebanese coming to 
Hamra again during the weekends 
which is resulting in the growth we 
saw,” he explains.

Night time is also busy on Hamra 

street, as any traffic congested evening 
drive or peek into one the pubs in Estral 
Center or restaurants on the street 
will prove. Fadel says their venues get 
more footfall during the night shift and 
Mezyan, although a restaurant, is always 
busier at night with people enjoying 
themselves over drinks. Parallel to 
Hamra Street, Makdessi Street is also 
booming with pub crawlers. 

NON LEBANESE ON 
HAMRA STREET

Although the number of tourists 
from the Gulf region has declined 
across the board, Hamra included, 
the volume of the Iraqi and Syrian 
nationals in Hamra has somewhat 
made up for this, despite their 
comparatively lower purchasing 
power, explains Fadel. “This gap that 
was created by the absence of the Gulf 

tourists has been somehow filled by 
the local Lebanese and the Syrians 
and Iraqis who are spending, albeit 
less than the tourists from the Gulf, 
and creating volume in the market, 
especially around Hamra. They are 
outgoing and they are restaurant goers 
who we see mostly in Café Hamra and 
Laziz where they like to hang out in 
the afternoons and smoke argeeleh,” 
says Fadel. Mezyan and T-Marbouta 
both say they have a lot of Syrian 
customers, while Mezyan adds that 
they serve many Iraqis, especially 
at night. 

Iraqi nationals are often in Hamra 
for medical treatment at AUBMC 
while the abundance of furnished 
apartments in Hamra has made it easy 
for Syrians escaping the war in their 
country to find a temporary home in 
Beirut. “There are a lot more Syrians 
around Hamra, especially artists and 
people who work in theater which has 
enriched Hamra. Also you have Iraqis 
who were already refugees in Syria 
and moved here, and these are again 
often the artists or writers in their 
community,” says one of the partners 
in Mezyan. 

The presence of these two 
nationalities in Hamra is so significant 
that they have developed hospitality 
venues featuring their local cuisines 
on Hamra Street. One such venue is 
Beit Halab which was developed by 
Syrian Musaab el Hadri, who says that 
80 percent of his clients are Syrian or 
Iraqi, while another is Iraq el Kheir, 
developed by Iraqi Mahmoud Amin, 
catering to “mainly Iraqis but also a lot 
of Syrian customers.”

THE HAMRA SPIRIT 
One late evening in Mezyan, there 

was a table with Iraqis, Palestinian–
Syrians, Palestinian–Lebanese, 
Lebanese and a few Europeans all 
sitting together as an Iraqi was singing 
a melancholic song impromptu. This 
is Hamra, where almost everyone can 
find the environment and the crowd to 
suit their taste and feel at home.

“NOW WE FEEL THAT 
HAMRA IS GOING 

BACK TO ITS 
NORMAL SETTING”

in the cultural and social sense, is very 
well represented in Hamra Street. Ras 
Beirut is one of the only areas in Beirut 
where both Christians and Muslims 
coexist happily and this will never 
change in Hamra.”

In addition to the universities, 
explains Zahzah, publishing houses, 
newspaper offices, bookstores and 
theaters in the vicinity create the right 
environment for outlets catering to the 
leftist crowd. 

This clientele tends to favor 
authentic venues reminiscent to a 
certain degree of the cafes of the 1960s 
and as one of the partners in Mezyan 
recounts, in addition to his passion for 
food, he first thought of developing 
Mezyan around 2008 when Hamra’s 
old restaurants and cafes, which he 
used to frequent, were closing down 
and he felt that there were no real 
restaurants in Hamra (which are not 
part of a chain) anymore. Zahzah likes 
to believe they, along with similar 
venues on Hamra, are a modest 
extension of these cafes. 

The operators of such venues — 
Café Younes, Mezyan and T-Marbouta 
interviewed for this article — say they 
are a part and product of the Hamra 
community and believe they practice 
leftist or liberal principles, not only by 
the layout and design of their venues, 
but by applying equal employment 
and fair wages to all nationalities, by 
giving back to the community through 
social initiatives and by hosting 
cultural activities or musical events in 
their venues. 

BUSINESSES AND BANKS
Universities aside, Hamra Street 

is also a major commercial hub with 
the Central Bank at its beginning and 
most of Lebanon’s major banks having 
a branch on the main street or in its 
vicinity. In addition to the banks, 
several businesses have their offices in 
Hamra. All of these factors combined 
create a vibrant daytime crowd. 

“Because we have a lot of banks 
around our shop, we have a lot of bank 
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A street is more than just well known physical landmarks. It is more than 
buildings and favorite outlets. A street is also made up of familiar faces: 
people you say hello to or nod to on a daily basis. Such faces become 
part of the urban fabric and in turn, they come to know the street in a 
different way than analysts or academics do.
ExEcutivE sat down with a selection of these familiar faces to learn more 
about their stories and what they see as Hamra Street’s best moments.

FAMILIAR
FACES

By Nabila Rahhal
Photos: Greg Demarque

A photo essay of Hamra’s vendors
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ABOU FAROUK
Profession: owner of a coffee stand on Wardieh Street, Hamra

Years in Hamra: 50
Abou Farouk recounts how as young men in the 1970s, he and his friends could not afford the prices 

of Hamra Street’s sidewalk cafes, yet they enjoyed just walking on the bustling streets, taking in the diverse 
crowds and enjoying the lights. “Hamra was a street that never slept, it was always busy!”
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GEORGE MUJAEISS 
Profession: owner of Malek El Batata 

Years in Hamra: 46 
Mujaeiss is most proud to have called Rafik Hariri a customer of his. 

“After [Hariri] was featured in a newspaper photo eating at my venue, customers would pour 
in asking to be photographed in the same spot,” he recounts. 

HIND KHOURY
Profession: operator and chef of Ramona pastry shop on Sidani Street 

Years in Hamra: 50 
Khoury talks with pride about how the most elegant and refined people on Hamra Street would buy her 

croissants, cakes and desserts, which were still relatively new to the area. “I feel sad for what Hamra is today. It 
used to be such a chic street with the best cinemas and cafes,” she says.
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MISSAK KAYAIAN 
Profession: key cutter 

Years in Hamra: 40 years 
Kayaian recalls how, in the 1960s, he and his friends used to dress up elegantly in a neck or bow tie to visit 

the cinemas on Hamra Street, where they used to pay half a lira to watch the show. He also remembers how they 
would go ice skating in the basement of the Commodore Hotel, which had the first ice skating rink in Hamra. 

HENRY LOUSSIAN
Profession: jewelry designer and owner of Henry’s Handmade 

Years in Hamra: 18
Loussian laments the changes in Hamra over the past 10 years, saying that it has become much more 

commercial with chain restaurants, argeeleh cafes and bars replacing the “cultural aspect of Hamra” such as 
bookshops, theater life and more authentic coffee shops. 

 



With such a packed program, 
Project Lebanon 2015 is an 
occasion not be missed. Join 
other industry professionals 
at the show, and keep abreast 
of the latest industry and 
market developments. 

CELEBRATING 
THE SPECIAL 20TH 

ANNIVERSARY  
WITH A COMPLETELY  
NEW FORMAT

International Fairs & Promotions 
Building #57, 801 Str., Hazmieh, Zipcode: ML12103, P.O. Box: 55576, Beirut - Lebanon, Tel: +961 5 959 111, Fax: +961 5 959 888 
Email: info@ifpexpo.com, Website: www.ifpexpo.com

This year, Project Lebanon will be celebrating its 20th anniversary edition from 2 to 5 June 
at BIEL, Beirut. IFP will be marking this milestone by staging a series of high-level side 
events and activities that will focus attention on learning, sharing insights, networking 
and exposure, ensuring the visitors an unmatched experience at any trade show before.

With the participation of more than 400 local and 
international companies, it might take visitor some time to 
identify his exhibitors of interest. For this reason, Project 
Lebanon is launching a business-to-business online 
matchmaking platform for visitors to meet potential partners 
and suppliers. This exhibition management software is an 
advanced planning technology, a simple way for visitors 
to register and navigate through hundreds of exhibitors at 
Project Lebanon, facilitating a connection between exhibitors 
and visitors who share similar interests and backgrounds.

The Project Lebanon TV will feature a daily studio that will 
host live interviews and discussions with exhibitors, agents 
and prominent figures. Visitors can catch up with all the 
activity going on in and around the exhibition with the daily 
rap up stories on the event’s website.

One of the most interesting highlights expected at the show 
is the Innovative Pavilion. Aiming at promoting the Lebanese 
talents and capabilities in the domain, while at the same time 
allowing the young engineers and architects to carry their 
innovative ideas to the next level, IFP will join forces with 
the engineering and architecture faculties in Lebanon’s top 
universities to present to you new products and solutions 
developed by engineering and architecture students.

The Live Demonstration Theatre promises to be another 
attractive destination at the show. By attending the live 
product demonstrations, visitors will be able to see the most 
cutting-edge products and technologies at work, assess the 
suitability of a product for their projects, and speak to the 
supplier and discuss the product’s qualities directly. 

ADVERTORIAL

REGISTER ONLINE TODAY TO 

ATTEND AN EVENT THAT WILL 

EXPAND YOUR PROFESSIONAL 

NETWORK AND GROW YOUR 

BUSINESS

For more information please login to  
www.projectlebanon.com
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MAHMOUD ABU EL HASAN 
Profession: owner of a newspaper stand facing Costa Coffee 

Years in Hamra: 25 
Hasan recounts how Arab film stars frequented Hamra Street for its nightlife and how one time, Adel Emam, 

one of Egypt’s most famous actors, bought a newspaper from his stand. “My customers today are all above 60 years 
old. The young generation does not know the pleasure of reading a newspaper, they prefer their gadgets,” he says.

HASSAN MAKKI 
Profession: tailor and retailer 

Years in Hamra: 35
Makki laments the changes in architecture in Hamra Street, recalling how it was full of trees, well designed 

buildings and villas that were four stories high at most. “Today it is full of empty towers,” he says. 
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> Hamra returns

Despite the onset of the Civil 
War, retailers interviewed for this 
article insist that business in Hamra 
in the 1970s was very strong. “We 
used to sell more in 1975, and for 
comparatively better prices than we 
do now,” says Zouhair Itani, head 
of the Hamra Traders Association 
and owner of Dallas Stores off 
Hamra Street which sells mainly 
international brand jeans, giving 
the example of how he used to sell 
imported jeans for LBP 60 when the 
average monthly salary was about 
LBP 1,000 at the time. 

AFTER THE WAR
The intensification of the Civil 

War took its toll on Lebanese 
retailers, but with its conclusion in 
the early 1990s, Hamra slowly began 
to regain its shopping clientele. 
Traders interviewed for this article 
generally agree that the mid 1990s 
and most of the 2000s were good 
years for them in terms of sales 
and footfall in Hamra, especially 
after the rehabilitation of the main 
street in 2004 when the sidewalks 
were widened for easier pedestrian 
access and the asphalt on the 

Shopping in Hamra
An overview of Hamra’s retailers today   By Nabila Rahhal

amra Street is the closest 
street to what the Burj area 
(what is now referred to 

as downtown Beirut) was back in 
the 1950s, meaning it is working 
class to a certain extent, has a bit 
of everything and is a place where 
people of all income levels mix 
together,” says Saadi Hamady, owner 
of Poly Project Inc. which operates 
Bricks on Makdessi Street, describing 
Hamra Street in an earlier interview 
with Executive.

Hamady’s statement can be 
quantified through a casual walk 
down Hamra’s main street where 
approximately 130 commercial shops, 
excluding food and beverage (F&B) 
outlets, are packed side by side. In 
total, there are about 800 retail outlets 
on Hamra Street and its immediate 
vicinity, according to last year’s count 
by the Hamra Traders Association, 
in which they included everything 
from travel agents to money exchange 
shops, F&B outlets aside. 

In these outlets one can find 
everything from lingerie to abayas, 
Italian leather shoes and bags to 
knock off designer items, and from 
international mid market fashion 
brands aimed at teens and young 
adults to locally designed clothes 
catering to older women. Beyond 
the realm of fashion, Hamra retailers 
also boast items related to culture, 
such as books, paintings and 
artisanal products.

Executive took to the streets 
of Hamra to find out whether these 
varied retail venues have achieved any 
substantial sales for their owners. 

HAMRA’S EARLY DAYS 
While Beirut’s downtown area 

was historically the commercial 
heart of the city, Hamra Street 
began its own commercial growth 

in the early 1960s when real estate 
development gained momentum 
in the area. What was previously a 
calm street with a few villas and land 
used for agriculture (it is said that 
Hamra, Arabic for red, got its name 
from its distinctive red soil) was 
becoming a cosmopolitan destination 
with theaters, sidewalk cafes, a few 
retail stores and modern residential 
buildings of the time. 

Many of the retailers on Hamra 
Street say they originally had their 
outlets in downtown but moved 
here after the destruction of Beirut’s 
downtown area with the eruption 
of the Civil War, when the various 
militias took over the area, ransacking 
and burning the businesses there 
(downtown was directly adjacent to 
what became known as the Green 
Line, separating East and West Beirut 
during the years of the war). “When 
our outlet in Burj burnt down, we 
looked for an area to relocate to and 
decided that Hamra, which was at its 
peak in 1975, was the best choice,” 
says Mohammed Nsouli, owner 
of Veni Vici, a women’s apparel 
store towards the western end of 
Hamra Street. 

Hamra Street’s bustling shopping district hosts over 800 retailers
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street was replaced with the more 
attractive cobblestones. 

“There was a lot of dynamism and 
work in the country, specifically in 
our [retail] sector during that period,” 
says Ghassan Tabbara, owner of 
Baby Doll, an apparel store targeted 
at young women on Hamra Street. 
He explains that there were a lot of 
tourists in Hamra during those years 
and they came to rely on them as 
their main clients.

In fact Khalil Mardini, owner of 
Flora, a lingerie store facing Costa 
Café, says he transformed the snack 
shop which his family had operated 
on Hamra Street since 1976 to its 
current positioning as a retail store 
in 2005 because “the food business 
was declining in Hamra back then 
and it was becoming more known as 
a commercial area with some coffee 
shops,” he recalls. 

THE PRESENT SCENARIO 
Today, Hamra, in addition to its 

other functions, is a shopping area 
for mainly the low to mid income 
bracket, with many prices starting 
from $5 for a t-shirt to $200 for a two 
piece suit depending on the store, 
according to the retailers interviewed 
for this article.

Similar to other retailers catering 
to the mid income market, Hamra’s 
traders are complaining of the 
dwindling purchasing power among 
their Lebanese customers which has 
affected their business, especially 
in the last five years. “Today, retail 
business in Hamra is slow despite the 
constant pedestrian activity we see 
on the street. The Lebanese have a 
weak purchasing power as the average 
income is low compared to market 
prices,” says Itani. 

REPLACING GULF MONEY 
A parallel reason Hamra’s traders 

give for generally decreasing sales is 
the dropping number of tourists from 
the Gulf. “The market is getting worse 
every year due to the regional turmoil, 

which is preventing tourists from the 
Gulf from visiting Lebanon as much 
as before. We used to rely on them, 
especially during the summer, which 
is the traditional touristic season in 
Lebanon,” says Kamel Saad, owner 
of Omega, a jewelry and watch store 
toward the middle of Hamra Street. 

However, some retailers on 
Hamra Street say the Iraqi and 
Syrian nationals who frequent 
their neighborhood compensate to 
a certain extent for the decline in 
tourists from the Gulf. According 
to statistics by Global Blue’s Insights 
into Tourist Spending report for 
the first quarter of 2015, Iraqis 
accounted for the largest percentage 
of tourists who reclaimed taxes after 
shopping in Lebanon (with Iraqi tax 
claims comprising 30 percent of the 
total number). 

“We are relying mainly on the 
Iraqis who usually come for medical 
treatment in the nearby hospitals and 
for tourism on the side. We used to get 
a lot of Syrian customers, especially 
when they used to come for shopping 
trips over long weekends, but their 
numbers have declined over the past 
year,” says Mardini. 

Big Sale, a large discount store in 
the heart of Hamra, says their main 
clients are “foreigners,” mainly Arab 
visitors from Egypt, Syria and Iraq who 
buy gifts for their families back home. 
They insist that the number of these 
clients has not decreased and attribute 
their high sales so far this year to their 
presence in the country for leisure, 
medical or professional purposes. 

Another group of foreigners 
which some discount stores on 
Hamra Street say help keep their 
businesses afloat are the migrant 

community workers, especially from 
the Philippines, who attend mass 
on Sundays in the Saint Francis 
Capuchin Church located at the 
beginning of Hamra Street and then 
visit these stores for some shopping. 

“Although the weekend is usually 
slow for us in Hamra, the Filipino 
community makes up for that in the 
few hours after church on Sunday 
that they have to shop. We sometimes 
make up to a hundred sales in that 
period,” says a sales manager at Akil 
Bros Stores. 

THE MURKY FUTURE
Itani says that Hamra is in a 

generally better situation than 
somewhat similar retail areas such as 
Mar Elias or Furn El Chebbak, simply 
because its geographical location 
lends itself to more footfall, being 
surrounded by universities, banks 
and hospitals.

Yet, he believes more could be 
done to support the area and make it 
a more attractive location for tourists. 
“Security aside, a tourist will not put 
up with Lebanon’s infrastructure, 
with the heavy traffic in the city, no 
electricity and water, and why should 
they?” he asks. 

The Hamra Traders Association 
is promoting Hamra through street 
wide events and through lobbying for 
better infrastructure but until more is 
done at the governmental level, many 
of Hamra’s independent retailers are 
merely hanging on. 

Today they are able to survive 
because most of them are on the pre-
1992 rental agreement which means 
their rent is affordable to them. If 
the new rental law is passed, some 
retailers interviewed don’t see a future 
for themselves on the street anymore. 
“We are on the old rent; otherwise, we 
would have packed our bags and left. 
If the new law is passed, the owners 
have to pay us a big khelew [sum 
paid to the tenant to end a contract] 
which we would use to exit the retail 
industry,” concludes Tabbara. 

“WE ARE ON THE OLD 
RENT; OTHERWISE, WE 
WOULD HAVE PACKED 
OUR BAGS AND LEFT”

> Hamra returns
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he plethora of signs advertising 
‘up to 70%’ discounts 
illustrates the sorry state 

of most clothing stores in Hamra. 
Gone are the rich tourists from the 
Gulf, Saudi Arabia and Egypt with 
a desire to stock up on the latest 
fashions in the area’s crowded streets 
and alleyways. With the number of 
foreign visitors very low and well 
to do Lebanese worried more than 
ever about the country’s political 
instability, conflicts in the region and 
their own uncertain future prospects, 
high spending customers have all 
but disappeared. As the owner of one 
independent men’s outfitter, which 
opened before the Civil War, said, 
“Since the January clashes between 
Hezbollah and Israel, business is the 
worst I have ever seen.” In different 
circumstances, the decline in the value 
of the euro and the recent removal 
of import tariffs on clothes sourced 
in the EU might have helped. In the 
current situation, however, these 
factors have made little difference. It 
is perhaps only the benefit that many 
independent retailers receive from 
having rent controls on their stores 
or from having purchased their space 
outright when real estate prices were 
much lower than now that keeps them 
from going out of business altogether. 

‘Fast fashion’ stores, such as Vero 
Moda and Jack and Jones, have not 
escaped the downturn either, even if 
their well known store brands have 
helped them compete successfully 
against the independent vendors 
who buy clothing with labels 
that are generally lesser known. 
Tight inventory control through 
using sophisticated supply chain 
management has also enabled them 
to avoid frequent discounting. 
Keeping up with the latest fashion 
trends also helps. Floral prints and 

> Comment By Laurence Leigh

T

Tourism and sales are down for retailers in the hip West Beirut neighborhood, prompting retailers to look local 

Fashion retailing in Hamra

an eclectic look inspired by the iconic 
Memphis furniture designs from Italy 
are also on show. Denim that has 
been carefully distressed and artfully 
decorated with tears and worn out 
patches to achieve the latest punk look 
is on display everywhere. Indeed, it 
seems that now no young woman, or 
young man for that matter, is to be 
seen wearing any jeans that look — 
perish the thought — new!

CATERING LOCAL
Like the best of the independent 

retailers, clothing chains are also 
trying to keep customers coming 
back, through excellent customer 
service and responsiveness to their 
individual tastes. Nevertheless, the 
performance of the big groups’ Hamra 
stores is generally poor compared 
to their outlets elsewhere in Beirut. 
Whereas six years ago these shops 
had sales which were among the best 
in Lebanon, it is likely that groups 
with multiple outlets in the area will 
close some stores to consolidate their 
business. As one branch manager 
explained, limited and expensive 
parking along with general traffic 
congestion — made even worse 
by continuing construction work, 
including the massive expansion of 
AUB Medical Center — have caused 
many customers in cars to shun the 
area. Many of these people now prefer 
going to malls with ample parking 
such as Beirut Souks, ABC Mall in 
Ashrafieh, City Mall and Beirut City 
Center which, despite its name, is 
located in Hazmieh. The opening 
of the ABC Verdun shopping mall, 
which is currently under construction, 
will only exacerbate the retreat of 
motorized shoppers from the area.

As a result, activity in Hamra 
increasingly revolves around the local 
student population from LAU and 

AUB, which has fueled its active bar 
and restaurant scene. Catering to this 
group has also fostered a small but 
growing creative atmosphere with 
small atelier outlets springing up 
which offer unusual funky clothing 
and accessory designs aimed at 
their young customers. However, 
while these stores cater to an 
interesting niche market for original 
‘boho chic’ and even pure kitsch, 
their contribution to the overall 
performance of fashion retail in the 
area is currently relatively small. 
Expensive, luxury lines in accessories 
such as jewelry and handbags, as 
well as iconic clothing labels such as 
Armani, Dior and Celine, are only 
to be found downtown, where the 
up-market Aishti department store is 
also located. 

Looking forward, there is little 
sign that much change will take 
place in current trends. Even if lots 
of wealthy tourists from the Middle 
East and elsewhere return to Beirut, 
the concentration of designer 
boutiques and high priced jewelry 
stores in downtown shopping areas 
closer to luxury hotels, such as the 
Four Seasons and Phoenicia, is likely 
to continue. By contrast, Hamra is 
likely to be the playground of less 
well heeled students and young 
people cruising its bars and eateries. 
Successful retailers will only survive 
by offering affordable styles that 
will appeal to their different and 
fast changing tastes in what is going 
to be a more diverse, creative and 
interesting market place. Indeed, the 
thought that Hamra is set to become 
the ‘rive gauche’ of Beirut is not 
entirely fanciful.

>  Retail

LAURENCE LEIGH is a professor 

at the Olayan School of Business at the 

American University of Beirut.
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ithout a radical 
improvement in the political 
and security climates, 

Lebanon’s real estate market is unlikely 
to pick up. The market thus continues 
to stagnate as the economic, political 
and security situations continue to 
deteriorate. The picture may look 
gloomy, but it is not desperate. Demand 
may have slowed but it exists, with 
professional developers still launching 
new projects and prospecting for 
new plots of land. The rental market, 
meanwhile, is still active, particularly 
during the summer months just before 
schools resume.

Stringent market conditions, 
however, do have repercussions for 
market players on both the supply 
and demand sides of the equation. 
Surviving a slow market requires tight 
maneuvering and a keen understanding 
of market dynamics, in particular what 
buyers are looking for. What apartment 
size do they want? Do they want a 
maid’s room? Do they want a family/
TV room? Do they want two or three 
bedrooms? What budgets do they 
have available?

DEVELOPMENT MISTAKES
Developing new projects in the 

current climate is risky. In difficult 
markets, no mistakes are allowed, 
whether in terms of budgeting, 
development or marketing. Developers 
must offer apartments of the right 
sizes, with the right layouts and 
amenities to remain within buyers’ 
available budgets, and, as always, in the 
appropriate location.

Developers must understand that 
maximizing the use of internal spaces 
is crucial, as is minimizing common 
and service areas — such as staircases, 
hallways and lobbies, elevator and 
service shafts — because buyers pay 
the same price for these as they do for 

> Comment By Karim Makarem
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Lebanon’s real estate market has remained stagnant since 2011

Surviving a slow market

internal carpet areas. Under current 
market conditions, for instance, buyers 
refuse to buy an apartment in which 
common areas account for more than 
20 percent of the internal sellable area. 
Buildings with such a “loss” of space 
find it difficult to convince buyers to 
pay the same price for areas from which 
they do not benefit directly. Developers 
must also decide on which amenities to 
include in the project to keep common 
charges reasonable — pools, gardens, 
gyms and playground spaces have a 
maintenance cost that may become too 
burdensome on future tenants.

Projects are typically delivered 
at least three to four years from the 
date developers acquire the land and 
start work on architectural drawings. 
Developers must therefore cater to 
existing market conditions — through 
pre-sales and sales made at the 
launching of the project — but also have 
an understanding of market trends to 
address the needs of future demand, 
which involves those buying at a later 
stage in the construction process or at 
completion. Current trends go in favor 
of smaller apartments costing between 
$500,000 and $1 million. However, 
buyers want layouts that maximize the 
usage of space — fitting in a maid’s room 
or offering en suite bedrooms in an 
apartment as small as 125 square meters.

 
LUCRATIVE INVESTMENTS

A stagnant market is an ideal 
playground for investors. Prices are at 
or very near their lowest values and 
are stable, giving prospective buyers 
solid bargaining clout. The main 
consideration for potential buyers is to 
acquire property at its fair market value. 
The property must also have income 
generation potential.

Land is traditionally a sure long 
term investment. If acquired at the right 
price, land in neighborhoods in Beirut 

that are in high demand can be sold 
at a profit in a relatively short period 
of time. However, profit margins have 
shrunk recently, as land prices have also 
stabilized. In the boom years between 
2005 and 2008, land prices were 
skyrocketing, in tandem with a growth 
in demand for finished apartments. 
Today, the evolution in land prices 
follows a slower curve that reflects a 
stagnating market.

Investors have a range of property 
choices that will be easy to place on the 
rental market as income generating 
investments, such as small apartments 
in neighborhoods in high demand, 
including Mar Mikhael, Sassine in 
Ashrafieh and Hamra.

PROPER PRESENTATION
There are thousands of good quality 

properties (apartments, offices and 
shops) on the market and competition is 
tough. To increase the chances of finding 
a buyer or tenant for their properties, 
owners must differentiate their property 
from the rest of the market.

Most importantly, the property 
must be listed at its fair market value. 
The value of apartments and offices 
must be competitive vis-à-vis the rest 
of the market, while the value of shops 
must be in line with the potential 
returns that the unit can generate for its 
future operator.

Properties must also be well 
presented to attract the attention of 
prospective buyers: it must be clean and 
tidy to give a positive first impression. 

HAPPY BUYERS
Stressed markets are a plus for 

potential buyers. Prices are standing 
still, giving buyers plenty of time to look 
around, compare products and prices, 
and bargain mercilessly. They should 
be careful not to hesitate too long, 
however, as the smallest improvement 
in the political situation of the country 
may bring about another bout of 
price increases.

> Rental market

KARIM MAKAREM is director of 

Ramco Real Estate Advisers.
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Stadiums, like other large public meeting areas, do not exist separate from their 
surroundings. They form an integral part of the landscape, influencing not just the 
look and feel of an area, but also how individuals interact with it. ExEcutivE looks at 
two stadiums — both past their prime — that display contrasting approaches to 
the use of space. Sidon’s large, iconic stadium expresses separation — not just 
from the physical city, but from its residents as well. Meanwhile, Beirut’s smaller 
Municipal Stadium has fallen even further into disrepair, but is an integral part of its 
neighborhood. Residents can watch games from their apartments which overlook 
the stadium and can enter the facilities to run, walk, play or just hang out.

SPORTING
DESIGN

By Rabih Ibrahim

> Seafront Sidon
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Built on the old municipal 
stadium for the 2000 AFC 
Asian Cup, the Sidon Inter-
national Stadium is one of the 
city’s most recognizable land-
marks — but its design echoes 
another of the city’s icons. The 
stadium “captures all the ele-
ments of Sidon’s citadel and the 
relationship of the citadel with 
the city. You have the dome 
structure, the bridge moment 
and the density — and then 
there is the moment of silence 
in between them,” comments 
Hani Asfour, an architect with 
Beirut design firm Polypod.
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“What also helps is the combina-
tion of symbols ... the arch is symbolic 
of ancient tradition, then you have a 
tent structure which is symbolic of 
Arab culture if you want, but also of 
a Mediterranean climate. It reminds 
you of Jeddah airport or the Olympic 
stadium of Munich,” says Asfour.

THE STADIUM “CAPTURES 
ALL THE ELEMENTS OF 

SIDON’S CITADEL”



REAL ESTATE
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> In photosREAL ESTATE

Beirut Municipal Stadium is also 
an integral part of Lebanon’s sports 
infrastructure. But unlike Sidon Inter-
national Stadium, it finds itself in an 
urban setting, sitting in Beirut’s dense 
Malaab sector. “The Baladi ... is der-
elict, rundown. [You] have this very 
dense and unkempt urban condition 
surrounding it, [so] what happens is 
that it blends [in]. Practically, the sur-
rounding buildings are in the field in 
a way [such that] you don’t need the 
seats anymore — so the city becomes 
the stands,” says Asfour.
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> Urban Malaab
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“For me, the strangest condi-
tion is the wall that separates the 
city from the pitch … This should 
become a social space and there 
should be no central point of entry; 
you enter or you leave wherever 
you want — it should be completely 
porous,” suggests Asfour.

“THE STRANGEST CONDITION 
IS THE WALL THAT SEPARATES 
THE CITY FROM THE PITCH”
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MasterCard released the results of its 
Online Shopping Behavior study that reveals 
that 59 percent of the survey’s respondents 
in Lebanon accessed the internet for online 
shopping in 2014, representing an increase of 
45 percent compared to the previous year.

Ford’s team of global designers 
showcased their innovation and creativity, 
unveiling a sailboat, guitar and table football 
game at the Salone del Mobile design 
show in Milan, Italy.

Tania Saleh finally launched her new 
album, ‘Shwayit Souwar’ [A Few Images] 
in Lebanon, in partnership with Baalbeck 
International Festival.

LIXIL Water Technology, 
headquartered in Luxembourg, has 
commenced operations. It is led by David J. 
Haines, the CEO and chairman of the Board of 
Grohe Group S.A R.L.

Bank Audi continued to register good 
performance in the first quarter of 2015, with 
consolidated net profits growing by 17 percent 
relative to the first quarter of 2014 to reach 
$100 million, of which 52 percent came from 
operations outside Lebanon.

Vacheron Constantin has confirmed 
its attachment to Artist Crafts by renewing 
its support for the European Artistic Crafts Days 
that took place from March 27 to 29, 2015.

The Phoenicia Hotel celebrated 
the launch of Style Journey, a collaboration 
between fashion designer Tony Ward and 
Phoenicia that took place at the luxurious Eau 
de Vie rooftop restaurant.

Plus Properties launched the ‘Kaslik 
Avenue’ project during a ceremony held at the 
VEER Boutique Hotel in Kaslik on April 7, 
2015, attended by prominent businessmen.

GM Architects unveiled the ‘Museum of 
Civilizations’, a museum prototype in the heart of 
Beirut, at the Metropolitan Art Society. 

Château de Versailles came alive in Dubai 
at the exclusive unveiling of Cartier’s royal 
collection of high-end jewelry.

Hilton Hotels in Beirut united with 
Hilton Worldwide team members and 
franchisee employees to help protect the planet, 
by participating in the celebration of Earth Hour 
2015 through a number of innovative projects.

VOX Cinemas celebrated its second 
anniversary this April with the screening of 
‘Furious 7’, which was attended by friends, 
partners and media outlets.

BeitMisk, in partnership with Banque 
Libano-Francaise, brings you this 
year’s Summer Misk festival, with four nights 
of spellbinding performances featuring an 
international and eclectic lineup.

Lebanon’s leading mixologists gathered 
on April 1, 2015, to participate in the first burst 
of the Diageo World Class Competition held 
at Caprice.

Grand Cinemas and its sister 
company, Let’s Popcorn, launched 
Lebanon’s first gourmet, air popcorn pop 
up store at Grand Cinemas in ABC Mall, 
Dbayeh, on April 8, 2015.

Spinneys celebrated Mother’s Day by 
collecting LBP 77,702,481 through a donation 
campaign for the Lebanese Association 
of SOS Children’s Villages.

Byblos Bank, in cooperation with 
the American University of Beirut 
through the Olayan School of Business, issued 
the results of the Byblos Bank/AUB Consumer 
Confidence Index for the second half of 2014.

Alfa, in collaboration with the Father 
Andeweg Institute for the Deaf, organized 
the ‘Rénover ne pas Jeter’ exhibition at Farra 
Design Gallery in Mkalles, which featured 18 
pieces of old furniture that were redesigned and 
renovated by the institute’s students.

King Food S.A.L., the Burger King 
brand franchisee in Lebanon, introduced their 
new Mushroom Swiss Sandwich across all 
Burger King restaurants in Lebanon.

Hyundai Motor Company 
celebrated its presence at the 2015 Seoul 
Motor Show with the world premiere of an all 
new design concept, the ‘Enduro’ lifestyle urban 
crossover utility vehicle (CUV).

Air Arabia announced that it will 
add the city of Multan, Pakistan to its route 
network next month, bringing the total number 
of destinations in the country served by the 
region’s first and largest low cost carrier to six.

For SS15, Adidas unites with one of the 
planet’s brightest rising stars: muse, actress, 
style icon and musician Rita Ora.

Made of pink gold and set with diamonds, 
the new ‘Possession’ collection by Piaget 
takes on the role of a particularly exclusive 
intimate companion.

ANB Motorcycles, the official 
distributor of KTM and Piaggio Group 
brands in Lebanon, organized a thrilling three 
day test ride event on April 4-6 2015.

Nestlé Waters and Project WET, 
a US based NGO that develops educational 
tools to increase awareness of water among 
educators and children, have announced a four 
year renewal of their partnership.

Ford is renewing its sponsorship of the 
2015 Red Bull Car Park Drift regional series 
for the second consecutive year, with the all 
new 2015 Mustang making its debut as Red 
Bull Car Park Drift’s official car for 2015.

Boecker, under the patronage of the 
Minister of Public Health Wael Abou Faour 
and in collaboration with the Union of 
the Owners of Nurseries in Lebanon, 
launched the Safe ChildCare Certification.

The Luminor 1950 3 Days Chrono Flyback 
Automatic Ceramica is the new Officine 
Panerai watch in which the classic quality 
of the design is masterfully integrated with 
the sophistication of the P.9100 manufacture 
chronograph movement, and displays a 
remarkable amount of technical quality and 
design in its black ceramic case.

To promote its cashless travel message, 
Visa has launched the ‘Take off and land a 
MINI’ promotion to reward cardholders in 
Lebanon for choosing electronic payments over 
cash transactions at overseas destinations.

Nissan unveiled the all new Maxima 
during a press conference at the New York 
International Auto Show.

Under the management of Grand 
Cinemas, Galaxy Cinema recently 
inaugurated their newly remodeled and 
upgraded theatrical venue on April 1, 2015, in 
Galaxy Mall, Chiyah.

Bank Audi, as well as its subsidiaries 
in Lebanon and all the countries it is present in, 
applies the highest standards of banking ethics 
and practice, and complies with all applicable 
domestic and international regulations in all its 
countries of presence.

On the occasion of Mother’s Day, Alfa 
honored mothers in the media sector at a 
lunch held at Eau De Vie Restaurant, atop the 
Phoenicia Hotel.

With outstanding results in the fiscal 
year of 2014 and a broad array of products 
covering every aspect of the bathroom, Grohe 
continues to grow in the Middle East.

Bank Audi and MasterCard 
launched the “Tap2Pay – NFC Wearables”, the 
first payment solution of its kind in the Middle 
East, during a press conference held at Bank 
Audi headquarters in Bab Idriss.

In celebration of its 70th birthday, Nestlé 
NIDO invited people from all over the Middle 
East to take a pledge online, for each of which 
it provided seven glasses of fortified milk to a 
four year old or older child who needed it.

Y&R MENA further strengthened its 
commitment to the Middle East with the launch 
of Labstore, a digitally led retail and shopper 
marketing network.

Hyundai car owners in Lebanon are soon 
to be treated to a total comprehensive service 
at Century Motor Company’s (CMC) 
headquarters in Zalka with the commencement 
of a strategic new partnership between CMC 
and Total Liban.
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On April 15, 2015, Château 
Marsyas, the wine estate of the Johnny 
R. Saadé and family launched B-Q de 
Marsyas in avant premiere at La Centrale 
restaurant, Beirut.

April 2015 saw the Narmada Cultural 
Organization performing classical and folk 
dances from the state of Manipur in the 
northeast of India, in Beirut, Tripoli and 
Tyre. The performances were presented 
by the Embassy of India, in collaboration 
with ADLIR, the Safadi Cultural 
Foundation in Tripoli, and Tiyatro 
Istanbouli in Tyre.

Swiss luxury watch manufacturer IWC 
Schaffhausen is hosting an exhibition of 
the elegant Portofino Midsize collection in The 
Galleria on Al Maryah Island, Abu Dhabi.

Zenith is taking on the role of official 
timekeeper for the Tour Auto Optic 2000, a red 
letter event in the classic car racing calendar.

A.N. Boukather revealed the all new 
2016 Mazda2 with an exciting launch party 
at B018.

Loto Libanais, in partnership with 
Impact BBDO Dubai, recently launched 
a social media campaign that was designed 
to effectively encourage people in Lebanon to 
play the lotto more and win by making them 
feel luckier.

The seventh annual ASDA’A Burson-
Marsteller Arab Youth Survey found that 
confidence among Arab youth that the Arab 
Spring would bring positive change across the 
region is declining and, as a result, they are 
uncertain whether democracy could ever work 
in the Middle East.

Honoring 34 of the country’s top 
consumer goods and recognizing companies’ 
efforts in offering innovative products, 
‘Product of the Year’ hosted its fifth 

annual awards ceremony at Music Hall in 
Beirut on March 25, 2015.

For the third consecutive year, Beirut 
Designers’ Week by GATA Events & 
Promotions S.A.R.L. is coming back to 
Zaitunay Bay.

In line with its strategy to support the 
Lebanese youth, Bank of Beirut delivered 
another batch of scholarships worth $18,000 
to the winning students of the 3D University 
Account draw. 

The board of directors of France’s 
CMA CGM met under the chairmanship 
of Jacques R. Saadé, chairman and CEO, to 
review the financial statements for the year 
ending on December 31, 2014.

 
Forming part of its ongoing commitment 

to road safety via its ‘Stay Alert. Stay Alive’ 
campaign, BMW Group Middle East 
continues to champion seatbelt awareness, 
which it feels is crucial in helping to prevent 
fatalities on the region’s roads. 

Representing an outstanding start to 
the year, Bassoul-Heneine SAL, the 
official BMW Group importer in Lebanon, 
achieved an impressive 11 percent increase 
in BMW and MINI sales during the first three 
months compared to the same period in 
2014.

Rolls-Royce Motor Cars has 
unveiled the new Wraith ‘Inspired by Film’ 
edition, which is now available to order for 
Rolls-Royce customers in Lebanon for a 
limited time.

Bassoul-Heneine SAL, the official 
BMW Group importer in Lebanon have 
announced the arrival of the X6 XDrive 35i 
variant to join the all new BMW X6 50i that 
was launched in Lebanon late last year.

Because life is not an April Fool’s 
joke, “Sakker el Dekkene” brigades 
distributed, on April 1, 150,000 fake traffic 
fines to protest against fatal road accidents.

Himaya shared its statistics on 
Lebanon’s child abuse in an act to raise 
awareness and get the community engaged in 
preventing child abuse from occurring.

The ‘City by the Bay’ is the second 
destination in California after Los Angeles – 
and the third US destination following the 
launch to Washington DC in October 2014 
– to welcome the British Airways 
superjumbo. 

Rotana has announced the 
signing of its first property in Nigeria 

under the brand Centro, located in Lagos, the 
country’s largest city. 

Samsung Electronics Levant 
and CTC Group celebrated the launch of 

its flagship additions to the GALAXY S series 
in the Lebanese market and announced its 
entirely redefined smartphones, the Galaxy S6 
and Galaxy S6 Edge in an event held at the 
Four Seasons Hotel Beirut.

“CSR Levant 2015”, organized 
by Informa and under the patronage of 
H.E. Boutros Harb, Lebanese Minister of 
Telecommunications, expanded its footprint in 
the Levant with a three day summit that took 
place at the ESA Business School in Beirut.

Rotana Hotels reiterated its 
commitment to social responsibility in support 
of Earth Hour 2015, by switching off all hotel 
lights for 60 minutes on March 28 at Gefinor 
Rotana and Raouché Arjaan by Rotana.

Dubai based flydubai announced 
the commencement of its service to 
Chennai, India. 

Tanmia won an award for ‘Fresh 
Chicken’ at the Product of the Year 
Awards Ceremony held at Music Hall in 
Beirut on March 25, 2015.

Samsung Electronics Co., Ltd. 
introduced an extensive range of SUHD TVs at 
its 2015 Samsung MENA Forum in Antalya, 
Turkey. 

Azadea Foundation celebrated 
Earth Month, for the second year in a row, by 
launching its first educational ‘Envirothon’ with 
six public and private schools in Lebanon. 

Roadster diner won the Best Gift/
Incentive Card Open and Closed Loop 
Program of the year, at the 2015 Prepaid 
Middle East Awards, for the newly 
launched Visa Roadster diner co-branded 
loyalty program. 

The Nissan GT-R R35 has been selected 
as ‘Best Sports Car’ in the Top Performance 
Car of the Decade awards.

On the occasion of the closure of its 
Visa cards campaign, Societe Generale 
de Banque au Liban held an award 
ceremony during which the winners were each 
granted an Audi car.

On April 8, 2015, Plus Properties 
launched the start of its development 
operations in Cyprus at a reception held at Le 
Gray Hotel in Beirut.

Cayan Group will be hosting an event 
to announce the launch of its new project; 
an AED 1 billion residential and serviced 
apartment project located in Dubai’s Umm 
Suqeim area.

Etihad Airways welcomed the 
decision of Switzerland’s Federal Office 
of Civil Aviation to approve the airline’s 
33.3 percent investment in the Swiss regional 
carrier Darwin Airline.
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CONFERENCES
DATE NAME ORGANIZERS CONTACT / E-MAIL  WEBSITE
LEBANON
5-6 May Arab Economic Forum Al Iktissad Wal Aamal +961 1 740 173; forums@iktissad.com www.iktissadevents.com
8-9 May EU Lebanon Cooperation Day IFP +961 5 959 111; info@ifpexpo.com www.ifpexpo.com
14-15 May Mechanism for Drying up the Sources of Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
 Terrorism Financing Forum
26-27 May Arab Chinese Businessmen Conference Al Iktissad Wal Aamal +961 1 740 173; forums@iktissad.com www.iktissadevents.com
9 Jun The Euromoney Lebanon Conference Euromoney Conferences +44 20779 8452;  www.euromoneyconferences.com
    freddy.cobbold@euromoneyplc.com
11-12 Jun The Fifth Risk Management Annual Forum Union of Arab Banks +961 1 377 800; uab@uabonline.org www.uabonline.org
 
DUBAI    
4-5 May Fifth Annual Global Petrochemicals Technology Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
 Summit
5-6 May Real Time Communication 2015 Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
11-12 May Global Airport Leaders Forum Reed Exhibitions +971 4 364 2813; wellah.ellis@reedexpo.ae www.reedexpo.com
11-14 May Insurance Leaders Forum Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
12-13 May Cards and Payments Middle East Terrapinn +971 4 440 2500; enquiry.me@terrapinn.com www.terrapinn.com
16-20 May Twenty-First Smart Government and Smart Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
 Services Conference
17-20 May Government Contact Center Summit IQPC Middle East +971 4 364 2975; enquiry@iqpc.ae www.iqpc.ae
18-19 May Fourth Oil and Gas Security Summit International Research Networks +971 4 453 3515;  www.irn-international.com
    info.me@irn-international.com
18-21 May CSR Summit Dubai Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
24-27 May Bridges and Highways IQPC Middle East +971 4 364 2975; enquiry@iqpc.ae www.iqpc.ae
1-4 Jun Fifth GCC Government and Business Future Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
 and Young Leaders Conference
2-3 Jun Middle East Event Show Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
7-11 Jun Sixth GCC New Economic Strategies Conference Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
15-16 Jun The Third Media Economic Forum on: “The Role Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
 of Media in Promoting the Economic Boom 
 in the Arab World”
2-6 Aug GCC Real Estate and Housing Development Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
 Conference
10-13 Aug GCC Construction Conference Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com

ABU DHABI    
5-7 May Fourth Middle East OHS Strategy Forum Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
18-19 May Smart Traffic Middle East EPOC Messe Frankfurt  +971 4 389 4500;  www.epocmessefrankfurt.com
    barth.deridder@uae.messefrankfurt.com
19-20 May Big Data Energy Innovation Summit Fleming Gulf +971 4 609 1555; nfo@fleminggulf.com www.fleminggulf.com
9-10 Jun Arabian Banking Technology Exhibition &  Bahrain Exhibitions +973 17558800; sfa@pinnacleimg.com www.abteclive.com
 Conference 2015
     
QATAR    
11-12 May Qatar Real Estate Summit Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
18-21 May Word Stadium Congress 2015 IQPC Middle East +971 4 364 2975; enquiry@iqpc.ae www.iqpc.ae

KSA    
6-7 May Third Annual Digital Grids and Smart Cities Summit Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
10-12 May Saudi Safety & Security BME Global +44 207 511 9582; info@dme-global.com www.bme-global.com
10-13 May HR Leaders Saudi Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
11-12 May Kingdom Waste Management Forum Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
12-13 May Second Annual Kingdom Cyber Security Forum Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com
24-26 May GCC Environement Forum BME Global +44 207 511 9582; info@dme-global.com www.bme-global.com
2-3 Jun Kingdom Asset Development Fleming Gulf +971 4 609 1555; info@fleminggulf.com www.fleminggulf.com

OMAN    
19 May Oman Energy and Water Exhibition and Conference Oman Expo +968 246 60124; info@omanexpo.com www.omanexpo.com
 
BAHRAIN    
18-19 May 11th Annual World Islamic Funds & Financial Mega Events +971 4 343 1200; yasmeen@megaevents.net www.megaevents.net
 Markets Conference

EGYPT    
24-25 May Arab Construction and Projects Forum Al Iktissad Wal Aamal +961 1 740 173; forums@iktissad.com www.iktissadevents.com
2 Jun Invest in Egypt 2015 Meed Events +971 4818 0200; events@meed.com www.meed.com
 
JORDAN    
21-23 May World Economic Forum on the Middle East World Economic Forum +41 (0)22 869 1449 www.weforum.org
 and North Africa 2015
26-27 Aug The Small and Medium Enterprises Forum Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
 
KUWAIT    
31 May-3 Jun Third Annual Crisis and Risk Management IQPC Middle East +971 4 364 2975; enquiry@iqpc.ae www.iqpc.ae                  
 Summit 2015

> Events



ADVERTORIAL

Executive Magazine announces
THE WINNERS OF 
THE YOUNG LIONS PRINT COMPETITION

As the country representative for the Cannes 
Lions Festivals, Executive Magazine in cooperation 
with the IAA Lebanon chapter (International 
Advertising Association) and SOA (Syndicate of 
Advertising) is pleased to announce the winners of 
the Young Lions Print Competition, Elie Nasr and 
Ali Faraj from J. Walter Thompson Beirut.

The judges composed of head creative directors 
of advertising agencies chose their entry from a field 
of 23 entrants. The challenge of the Young Lions 
Print Competition was to produce a print ad within 
seven hours represented by one creative team. This 

year’s competition theme was to create awareness, educate and inform the public about the 
NGO BASSMA, emphasizing on their goal of ensuring a family unit.

The winners won a fully paid trip to the Cannes Lions festival flying on Air France 
from  June 21 till June 27, 2015. They will also represent Lebanon and compete 
internationally with other young advertising professionals.

Executive also congratulate the 2nd place winner Wael Baytamouni and Marianne 
El Khoury from INHOUSE Communication and Malek Badreddine and Rawane Khalil 
from Memac Ogilvy who came in the 3rd place as well as all the young creatives who 
entered the competition. This year’s entrants included many outstanding works.

Our thanks go to everyone who participated in this competition and to all our 
partners, Fortune Promoseven, Impact BBDO, J,Walter Thomson, Leo Burnett, Lowe 
Pimo, Memac Ogilvy, Publicis, Young and Rubicam and the kind support of Air France 
that reconfirmed its commitment to supporting young Lebanese talent, winners will be 
able to fly to the Cannes Lions.

Executive Magazine will continue its efforts to give young creative talents an 
opportunity to showcase their talents in the international scene.

Organized by

Air France supports the young Lebanese talents

With the Collaboration of

1st. price
> J. Walter Thompson
Ali Faraj and Elie Nasr

2nd. price
> INHOUSE Communication

Wael Baytamouni and Marianne El Khoury

Yasser Akkaoui, Sandra Klat, 
Maya Hage, Reem Koussa

Madona Zaidan, Jihad Ramadan, Ramzi Barakat, Samer Younes, 
Sandra Klat, Yasser Akkaoui, Karim Achy, Nicolas Geahchan, Maya Hage

3rd. price
> Memac Ogilvy
Rawane Khalil and Malek Badreddine
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www.executive-bulletin.com

Your daily update on all corporate 
news and announcements from all 
the region’s countries and sectors
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DATE NAME ORGANIZERS CONTACT / E-MAIL  WEBSITE
LEBANON
6-10 May Electrotech TCFM +971 2 679 5444; theees@emirates.net.ae www.tcfm.ae
21-24 May Men’s World 2015 Fairs and Exhibitions World +961 3 823 447; linahaj@fewlb.com 
26-30 May Garden Show & Spring Festival Hospitality Services +961 1 480081;  www.hospitalityservices.com.lb
   info@hospitalityservices.com.lb
27-31 May Beirut Designers’ Week GATA event +961 3 207 380; info@gata.pro www.gata.pro
2-5 Jun Project Lebanon IFP +961 5 959 111; info@ifpexpo.com www.ifpexpo.com
 
DUBAI    
4-7 May Arabian Travel Market Reed Exhibitions +971 4 364 2813; wellah.ellis@reedexpo.ae www.reedexpo.com
10-12 May Airport Show Reed Exhibitions +971 4 364 2813; wellah.ellis@reedexpo.ae www.reedexpo.com
12-13 May Ecommerce Show ME 2015 Terrapinn Middle East +971 1 4440 2500; enquiry.me@terrapinn.com www.terrapinn.com
12-13 May The Mobile Show Middle East 2015 Terrapinn Middle East +971 1 4440 2500; enquiry.me@terrapinn.com www.terrapinn.com
12-13 May Retail Show Middle East Terrapinn Middle East +971 1 4440 2500; enquiry.me@terrapinn.com www.terrapinn.com
12-13 May Future Bank Middle East  Terrapinn Middle East +971 1 4440 2500; enquiry.me@terrapinn.com www.terrapinn.com
25-26 May  Future Outdoor Lighting ACM Events +971 4 3614554;  www.acm-events.com 
   Nisrine.aboulhosn@acm-events.com
26-28 May Beauty World Middle East EPOC Messe Frankfurt  +971 4 389 4500;  www.epocmessefrankfurt.com
   info@epocmessefrankfurt.com
2-3 Jun Middle East Event Show Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
2-4 Jun Automecanica Dubai EPOC Messe Frankfurt  +971 4 389 4500;  www.epocmessefrankfurt.com
   info@epocmessefrankfurt.com
2-4 Jun Hardware + Tools Middle East EPOC Messe Frankfurt  +971 4 389 4500;  www.epocmessefrankfurt.com
   info@epocmessefrankfurt.com
     
ABU DHABI    
5-9 May International Jewellery and Watch Show Reed Exhibitions +971 4 364 2813; wellah.ellis@reedexpo.ae www.reedexpo.com
13-16 May 2nd Abu Dhabi Property Market TCFM +971 2 679 5444; theees@emirates.net.ae www.tcfm.ae
     
KSA    
5-7 Apr Cityscape Jeddah Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com
3-5 May The Hotel Show Saudi DMG Events +971 4 438 0355;  www.dmgevents.com
   dmgdubai@dmgeventsme.com
10-12 May Saudi Safety and Security BME Global  +44 207 511 9582; info@dme-global.com www.bme-global.com
11-13 May Saudi Energy IFP +961 5 959 111; info@ifpexpo.com www.ifpexpo.com
11-13 May Saudi Power Riyadh Exhibitions Company +966 1 2295604; info@recexpo.com www.recexpo.com  
   
     
EGYPT    
6-9 May Food Africa IFP +961 5 959111; info@ifpexpo.com www.ifpexpo.com
     
QATAR    
4-5 May Lighting Tech Qatar ACM Events +971 4 3614554;  www.acm-events.com 
   Nisrine.aboulhosn@acm-events.com
4-7 May Project Qatar IFP +961 5 959 111; info@ifpexpo.com www.ifpexpo.com
11-13 May Cityscape Qatar Informa Middle East +971 4 336 5161; info-mea@informa.com www.informa-mea.com

BAHRAIN    
12-14 May Gulf Interiors 2015 Bahrain Exhibitions +973 17558800; beca@beca.bh www.bahrainexhibitions.com
12-14 May Gulf Property Show 2015 Bahrain Exhibitions +973 17558800; beca@beca.bh www.bahrainexhibitions.com
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ebanon’s electricity sector 
faces severe difficulties on 
multiple levels, making it an 

unsustainable burden on the economy 
in general and the state budget in 
particular. Problems extend across 
all stages of the business process, 
from production to distribution, even 
billing and collection, despite the 
latter having been franchised out to 
private companies. 

Promising proposals — including 
some very comprehensive ones — to 
address these issues have been drawn 
up by and for successive ministers of 
energy and water, including the latest 
policy plan approved by the Council of 
Ministers in June 2010.

These plans can work, but only 
when the required political decisions 
are taken to revive this vital sector 
by insulating it against personal and 
private interests, be they direct or 
indirect. Only in this way can we 
honor both the spirit and the letter 
of legislation already passed by 
Parliament by getting on with the 
implementation stage.

Several matters require urgent 
attention, including financial and 

> Comment By Roudi Baroudi
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An emergency rescue plan for Lebanon’s electricity sector

Uncrossing wires

administrative difficulties that have 
held up construction of a planned 
435-MW generating station at Deir 
Ammar and a similar facility at 
Zahrani, the combined output of 
which would provide the country 
with at least a bare minimum of its 
power needs. Specifically, the Council 
for Reconstruction and Development 
should be tasked with securing the 
necessary funds from supporting 
institutions so that implementation can 
start immediately.

THE POLITICS OF ELECTRICITY
The national interest demands that 

this be done as quickly and as cleanly as 
possible, because the last thing Lebanon 
needs is a dispute with a contractor 
that leads to court proceedings and/
or arbitration that could take years 
to unfold. It is clear that franchising 
measures adopted by the Ministry of 
Energy and Water are tainted with a lot 
of gaps.

Easing Lebanon’s chronic power 
shortages also calls for urgent action to 
expedite the delivery and installation 
of new generating units at the Jiyyeh 
and Zouk plants. Timing is everything 

in such cases, because every day of 
delay increases the financial drain and 
other burdens on all consumers, from 
households and schools to companies 
and government offices. This directly 
undermines the productivity and 
competitiveness of the national 
economy, restricting GDP growth and 
soaking up resources.

Even more importantly, preventing 
future crises and enabling long overdue 
reforms demands that oversight 
be exercised by a duly constituted 
Electricity Regulatory Authority. Such 
a body has been created by legislation 
but successive governments have failed 
to appoint its five member leadership 
commission, as called for under 
Law No. 462 of 2002, preventing the 
authority from exercising its powers. 
There is an urgent need to appoint 
the Electricity Regulatory Authority, 
as more than 14 years have passed 
since the issuance of the law calling 
for its formation, without any legal or 
legitimate reason being provided for 
this delay. 

The failure to fully implement Law 
462 has prompted the legislature to pass 
Law 288, which alters Article 7 of Law 
462 by adding the following paragraph: 
“Temporarily, for a period of two years, 

and until the appointment of members 
of the Authority and giving them their 
tasks, the production permissions and 
licenses will be granted by a decision 
of the Council of Ministers upon a 
proposal of the Ministers of Energy and 
Water, and Finance.”

The establishment and 
empowerment of structures similar to 
the Electricity Regulatory Authority 
has been crucial to developing and 
implementing advanced energy and 

The electricity sector faces problems in numerous areas
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IT IS ADVISABLE 
THAT OVERSIGHT BE 
EXERCISED JOINTLY 
BY THE PARLIAMENT 

AND THE COUNCIL OF 
MINISTERS

consumer-protection strategies in 
jurisdictions around the world — 
including Europe and our own Euro-
Med region — so it remains a mystery 
why some parties insist on denying 
this proven setup to Lebanon and 
the Lebanese.

And as though all that were not 
sufficient to bring development of 
the sector to a standstill, a new board 
of directors has not been assigned 
for Électricité du Liban (EDL), the 
country’s state owned power company, 
since 2005. This has sharply curtailed 
or even eliminated follow up on the 
completion of major projects designed 
to help meet minimum requirements, 
and committed Lebanon to huge 
amounts of money.

Then there is the matter of the fuel 
required for the generating stations at 
Zahrani and Deir Ammar. Based on the 
advice of Électricité de France (EDF) 
and under the terms of the national 
energy strategy developed in 1992–
1993, both facilities were designed and 
built to operate primarily on natural 
gas rather than diesel oil. This would 
impart several benefits, including lower 
production costs, less environmental 
impact and longer service lives for 
generating units.

Once again, however, political 
bickering and clashes of personality 
have prevented full implementation of 
the plan, in this case by failing to secure 
the necessary gas supplies. As a result, 
both plants have been run almost 
exclusively on oil derivatives, obviating 
some of their design advantages and 
burdening the treasury with massive 
bills for fuel that is dearer, dirtier and 
less efficient.   

An agreement was signed in 
2009 to finally link Deir Ammar with 
the Arab Gas Pipeline, built to carry 
Egyptian gas to customers in Israel, 
Jordan, Lebanon and Syria, but the 
deal was never fully implemented. And 
in light of mounting instability in the 
region since 2011, it is highly unlikely 
that Lebanon will see any benefit from 
this for the foreseeable future: Egypt 

has been unable to meet its existing 
supply obligations for the past three 
years, and badly needed repairs and 
maintenance cannot be carried out on 
Syrian sections of the pipeline through 
which any Lebanese imports would 
have to traverse. 

REGASIFICATION, REGULATION
Since operation of the electricity 

plants in Zaharani and Bedawi that 
relied on natural gas has become 
impossible without the presence of 
gas pipelines, and the natural gas 
liquefaction near the production 
facilities has become indispensable and 
irreplaceable, it is imperative for the 
Lebanese state to start buying, renting 
or establishing a floating station(s) 
for liquified natural gas storage, and 
for its regasification — necessary 
for the two power plants in Zahrani 
and Deir Ammar. A floating storage 
regasification unit (FSRU) would need 
to be established in each, even if that 
required the expansion of the port, or 

the establishment of breakwaters to 
protect the station from marine factors.

The procurement of the two FSRU 
stations would allow enormous savings 
on the price of fuel, significantly 
reducing the need for public financial 
support for EDL. It also would 
substantially reduce the utility’s debt 
ratio; a crucial requirement because the 
potential impact of government and 
EDL measures to improve bill collection 
remains limited. This would lead to the 
reduction of financial transfers to the 
EDL mitigating the debt to GDP ratio, 
particularly since the capability of the 
government and EDL to collect bills 
and prevent electricity theft or attacks to 
the grid remains limited, reducing the 
ability to rein in the deficit.

Initially at least, both floating 
stations should be rented or leased, 
provided that the awarded contractor 
or promoter has both the requisite 
international experience and a 
demonstrated ability to supply the 
natural gas in addition to the stations 
simultaneously. This would translate 
into substantial cost savings for 
the control and supervision of the 
facilities. Any such agreement also 
should follow the “key in hand” 
method, which would leave the 
financing of construction to the 
contractor, reducing the risk to the 
state and allowing it to start paying 
only when it has taken delivery of 
fully operational facilities. And since 
we know in advance the amount of 
fuel required by the power plants, the 
contract should stipulate the dates, 
quantities and costs of gas deliveries. 
This formula has been tried and tested 
in several jurisdictions, including 
Dubai, Jordan and Kuwait, and there 
is no reason why it would not work 
in Lebanon.

Until steps are taken to regularize 
the electricity sector by implementing 
existing legislation, and until the 
almost year long vacancy in Lebanon’s 
presidency is filled, it is advisable 
that oversight be exercised jointly 
by the Parliament and the Council 
of Ministers.

No individual, though, no matter 
how influential, can make this happen 
without securing the trust and 
cooperation of others. Some features 
of the Lebanese political landscape 
are difficult to agree on, but this 
one is not. National pride, political 
responsibility and basic common sense 
dictate that we act quickly to end the 
mismanagement of this problem. Only 
then can we start eliminating all forms 
of waste, alleviating the losses of the 
state and meeting the needs of power 
hungry homes and businesses.

 ROUDI BAROUDI  is an 

independent energy consultant 

based in Doha. 
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