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Impact of financial Engineering

8.4.13 Commercial banks have benefitted from the financial engineering scheme detailed in
Section 5 by attracting deposits from the Lebanese diaspora and other investors and
exchanging these for high yielding government Eurobonds and deposits with BdL well above

their required reserves.

8.4.14 At Appendix 13 we have estimated the profit made by the banks through participation in the

loans under leverage agreement based on the assumption that the loans taken by the banks
were at an interest rate of 2% and their foreign exchange deposits returned 6% and LBP

deposits returned 11%.

8.4.15  The summary of the profits made are summarised in Tables 8.16 to 8.19 below, which show

— T ————————

that an estimated profit of LBP 7.3tn was made by the commercial banks :

oo

Table 8.16 Summary of estimated profits made by,the commercial banks in relation to
loans under leverage agreement {LBP’000)

Estimated profit made on

loans under leverage on:

Treasury Bills 1,198,533,890 1,603,863,684 1,599,686,426 1,538,618;160 :
5,940,702,159 :
Term Deposits 48,688,309 288,091,274 620,128,546 525,911,667
1,482,819,796
CDs - 102,888,000 102,888,000 102,888,000
308,664,000 !
Total ) 1,247,222,198 1,994,842,958 2,322,702,972 2,167,417,827 | 7,732,185,955
Q
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Lebanon Report Moody’s

Exhibit 29

Profitability lags most peer systems

Key profitability metrics for rated banks during 2018 for Lebanon and the
first-half of 2018 for peer countries
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Net income / tangible assets

Source: Moody's Financial Metrics
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