S&P Global
Ratings

RatingsDirect®

Ratings On Three Lebanese Banks Lowered To 'SD'
On Revised Deposit Terms And Conditions

December 18,2019

- OnDec. 4, 2019, Lebanon's central bank issued a circular requesting banks to pay half of the
interest due on U.S. dollar-denominated term deposits in the local currency, Lebanese pounds.

- Inourview, this latest move, following a number of recent measures, further limits depositors'
access to their funds.

- We view these changes as consistent with our definition under our criteria of a restricted
default of banks in Lebanon that we rate.

- We are therefore lowering our foreign and local currency issuer credit ratings on Bank Audi,
Blom Bank, and Bankmed to 'SD' (selective default), and removing them from CreditWatch
negative.

PARIS (S&P Global Ratings) Dec. 18, 2019--S&P Global Ratings today lowered its long-term issuer
credit ratings on Bank Audi S.A.L., Blom Bank S.A.L., and Bankmed S.A.L. to 'SD' from 'CCC'. At the
same time, we lowered to 'SD' the 'C' short-term issuer credit ratings on Bank Audi and Bankmed.

The ratings were removed from CreditWatch with negative implications, where they were placed
on Oct. 28, 2019.

The rating actions follow the release of a new circular from Banque du Liban, the Lebanese central
bank, on Dec. 4, 2019, in which it requests banks to pay, in Lebanese pounds, half of the interest
due on customers' U.S. dollar-denominated term deposits existing and not matured before Dec. 5.
This is contrary to the terms of the original contractual agreements. The circular is the latest in a
series of recent measures by the central bank and the Association of Banks in Lebanon, including
restrictions on U.S. dollar-deposit withdrawals, the limitation of transfers of money abroad, and
limits on cash conversion from Lebanese pound to the dollar at the official rate.

We lowered our ratings to 'SD' because, in our opinion, private individuals' lack of access to their
bank deposits on time and in full, different remuneration from the original contractual terms, and
constraints to their ability to transfer funds abroad constitute a risk for depositors of losing the
benefit of their agreements and therefore a selective default. We also believe that some of these
measures could be tightened in the future, since liquidity in Lebanon appears to be diminishing,
causing banks to possibly face near-term mounting pressure on their funding positions.

At the same time, we consider that these risks have been exacerbated by regulatory inability to
prevent, in the past, the buildup of imbalances in the banks' balance sheets, both on the funding
and asset sides. Although recent financial engineering operations by the central bank have
boosted banks' profitability, they also resulted in a further increase in banks' Lebanese sovereign
exposure. Moreover, because we expect economic conditions to remain stressed in the coming

www.spglobal.com/ratingsdirect

PRIMARY CREDIT ANALYST

Pierre Hollegien
Paris
(33) 1-4075-2513

Pierre.Hollegien
@spglobal.com

SECONDARY CONTACT

Stephanie Mery
Paris
(33) 1-4420-7344

stephanie.mery
@spglobal.com

ADDITIONAL CONTACT

Financial Institutions Ratings Europe

FIG_Europe
@spglobal.com

December 18,2019 1


mailto: Pierre.Hollegien@spglobal.com
mailto: Pierre.Hollegien@spglobal.com
mailto: stephanie.mery@spglobal.com
mailto: stephanie.mery@spglobal.com
mailto: FIG_Europe@spglobal.com
mailto: FIG_Europe@spglobal.com

Ratings On Three Lebanese Banks Lowered To &#39;SD&#39; On Revised Deposit Terms And Conditions

years, we don't expect inflows of deposits to resume, thus likely keeping the banking system's
funding structure under pressure. For this reason, we have revised our industry risk score on
Lebanon under our Banking Industry Country Risk Assessment (BICRA) to '10' from '8', on a scale
of '"1'to 10" where '10' denotes the highest risk. Lebanon's banking system remains in BICRA

group '"10".
BICRA Snapshot
Lebanon

To From
BICRA Group 10 10
Economic risk 10 10

Economic resilience

Extremely high risk

Extremely high risk

Economic imbalances

Very high risk

High risk

Credit risk in the economy

Extremely high risk

Extremely high risk

Trend Stable Stable
Industry risk 10 8
Institutional framework Very high risk High risk

Competitive dynamics

Very high risk

Very high risk

Systemwide funding

Extremely high risk

Very high risk

Trend

Stable

Stable

*Banking Industry Country Risk Assessment (BICRA) economic risk and industry risk scores are on a scale from 1 (lowest risk) to 10 (highest
risk). For more details on our BICRA scores on banking industries across the globe, please see "Banking Industry Country Risk Assessment
Update," published monthly on RatingsDirect.
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Ratings List

***************BankAudiS.A'L.**************

Downgraded; CreditWatch/Outlook Action

To From

Bank Audi S.A.L.

Issuer Credit Rating SD/SD CCC/Watch Neg/C

***************BankmedS.a'L***************

Downgraded; CreditWatch/Outlook Action

To From

Bankmed s.a.l.

Issuer Credit Rating SD/SD CCC/Watch Neg/C

***************BlomBanksal***************

Downgraded; CreditWatch/Outlook Action

To From

Blom Bank sal

Issuer Credit Rating SD/-- CCC/Watch Neg/--

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceld/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitalig.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
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69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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