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Table 1 Global Domestic Product
2014 2015 2016 2017 2018 2019*
Growth | 1.90% 0.40% 1.60% 0.60% 0.60% 1.30%
US$ current | 48.3 49.97 51.24 53.39 53.71 54.51
US$ constant 47.38 51.84 51.66 51.00 50.45 50.91
Deflator | 1.90% -3.75% | -0.82% | 4.48% 6.07% 6.60%

*x estimation
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alaiy) A< jal) e ail gl Hils .
i)l M duIf r < r(n) > D(+) 2> PX(+) > -
S N IwIfr > r(n) > D(-) 2> PX(-) > -
J.G.K. Wicksell,
USA 10Y T NOTE: 1.50% (28/9/2019) i.e.
Aagaal) sl

iball 326N ()

rekhayat@live.com

j901Ar 11



mailto:rekhayat@live.com

‘;SM H&H‘“D(+/-)”

S el 5 sl PX(+/-)"

Table 2 BEIRUT REFERENCE RATE
Jul.2014 Jul.2015 Jul.2016 Jul.2017 Jul.2018 Jul.2019
Interest on LL 8.61% 8.70% 8.70% 8.66% 10.70% 13.49%
Interest on USS$ 5.99% 6.11% 6.34% 6.79% 7.50% 9.81%
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Table 3 External Relations
2015 2016 2017 2018
Balance of payment -3.35 1.24 -0.16 4.82
Current Account -8.12 -9.86 -12.4 -12.3
Balance of Trade -15.12 -15.73 -16.74 -17.03
Imports 18.07 18.71 19.58 19.98
Exports 2.95 2.98 2.84 2.95
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Table 4 STATE BUDGET
2014 2015 2016 2017 2018
Deficit -3.07 -3.95 -4.94 -3.75 -6.24
Revenus 10.88 9.58 9.92 11.62 11.54
Expenses 13.95 13.53 14.86 15.37 17.79
Public debt 66.57 70.31 74.86 79.5 85.1
Debt’s service 4.19 4.46 4.76 4.99 5.41
Initial result  1.31 0.72 0.72 1.42 -0.64
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Diagram 6 Synergy

Productivity

Mergers & Acquisitions
Fiscal Policy Aggregate Demandy;

Debt Management

Judicial Reform
Foreign Tradeg
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Pattern 7 - Restore business productivity through facilitating
enterprises’ mergers and acquisitions;

» Reforms engaged in coordination with the Private sector

* Productivity
= Mergers / Acquisitions
ﬁ Economies of scale, Seasoned management, Enhanced marketing,
favorable framework for R/D and Innovation

+ Action Plan
* Transfer social security obligations to the Merging entity
* Exempt the merger from the Tax on asset valuation
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Pattern 8 - Support Global Demand

+ Productivity gains must alleviate trade deficit

+ However, there is no time to wait for productivity outcome. We should
support the failing companies and limit the outflow of foreign currency

* Production companies need to recover revenue and profitability to
achieve economies of scale

+ Action Plan
» Finance production at realistic interest rates (1)

» Consider an emergency plan to ensure the stability of the currency,
for example the BBC (2)
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Pattern 9 -  Reduce Foreign Trade deficit

* The trade deficit is accountable for the endemic unemployment in Lebanon
* The balance of payments deficit also threatens financial stability

* There are three types of money inflow in Lebanon: (i) transfers from expatriate workers,
(i) foreign direct investment and (i) banks’ deposits. Their use to cover imports is a_
?_Gurce_ ?f_uEemploymenT; in particular the use of deposits presents in addition a major
Inancial rise,

= Action Plan

* Consider a minimum protection to compensate for the gap in production due to high costs of
production factors and rising interest rates in Lebanon

* Apply a reasonable protection on products that justify more than 40% value-added in Lebanon at
the factory's gate

* Apply a higher protection for a limited period, i.e, 40% over 3 years, for labor intensive ar energy
intensive product that are tl‘re'azthF.'l'e'JJ

* Include tradable services (software, books, songs, architectural and engineering scheemes, studies,
-..) incurrent trade agreements, mainly the Association Agreement, leaving the professional services
(lawyers, engineers, medical doctors, professars, ...} to the WTO
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Pattern 10- Adopt a Tax Policy Review Program with the aim of reducing social
inequalities

* Tax fairness
* Direct / Indirect Taxes — Quasi Taxes = preference for taxes that spare the economically weak

* VAT - Single rate — Exemnptions = VAT does not distinguish the taxpayer's ability. It should never increase and
may drop over time.

* Income Tax = its role is to reduce inequalities for the sake of the rich as well as the economically weak (1)

« Custom duties = Over the next decade, Customs will be an essential tool for Lebanan's economic and social

stabilization,
« Tax stability = Essentialto attract Foreign Direct Investment

* Long term Vision = Onthe long run the social welfare and security of a country depend on its fiscal
policy.
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Pattern 11  Independent management of the Public Debt

« Need to stabilize Debt =»153% of GDP
« Need to reduce Debt to make room for the CEDRE’s funding = 11BNS

* ldem, to take account of the debts due by other public entities whose default

would fall into the Central Budget
* Need to avoid conflict between the financial and monetary policies

» Need to reduce Debt service = 5BNS ; Budget deficit - 6.5BNS 2018 ; Leb Euro-
bonds = 7% 10Y n = 8.25% 15Y ; BRR April 2018 = LL 13.06% > USS 9.52%
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Pattern 12 - Independence and Integrity of Justice

From lJustice All Rights Flow

* Entrust full authority to the Supreme Judicial Council protecting it from political interference
* Give Justice Reform the Highest Priority

* The Council entrusted for initiating the reform could be formed of renowned jurists chosen
among the minority confessions (1)

+ In the future the Superior Judicial Council would be formed by co-optation,

* and would be the first administration able to go beyond confessionalism and to fix its choices on
integrity and competence
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Pattern 13 - Impact of the basic targets ()

Productivity, Effective Demand, Foreign Trade, Fiscal Palicy, Debt management,
Judiciary system.

* Short Term Reform — The good perception of the reform should rise favorable
expectations that are self-fulfilling

« Aggregated Impacts: It is not only the primary initiatives, and measures that
support them, that will change the reality, but the innumerable effects that will
emerge from their application and interact to consolidate the reform

* Long Term Development — On the long run a good reform tends towards inclusive
development. While targeting development at start is an impossible task.
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Table 14 Decrease of Trade Deficit

* Result of:
* Gain of Productivity n

Impact on:

Increase of Lacal Investment

First decline in Unemployment

Foreign Direct Investment in Production sectors
Economic stabilization
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Table 15 Decrease in Unemployment

* Result of:

* Decrease in trade deficit
* Increase of the local market share of national production
* Foreign Direct Investment in the production sectors

Impact on:
* Reverse of the trend towards frictional unemployment

* Increase of work force ¢ at present 45% < benchmark 65%
* Economic recovery
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Table 16 Rise of Domestic Investment

* Result of:
» Decrease of trade deficit
« Debt stabilization
+ Judicial reform
Impact on:

+ Stahilization of unemployment
* Economic growth (step 1)
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Table 17 Foreign Direct Investrment

* Result of:
* Judicial Reform
* Decrease of foreign trade deficit
* Tax stability

>Impact on:

+ Job creation
* Enhancing export
* Economic growth (step 2)
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Pattern 18 - Public Private Partnership

* Result of:
* Debt control
* Budget equilibrium
+ Aggregate demand

|:> Impact on:

+ Likely to reach frictional unemployment (combined with Investment rise and FDI)
* Economic growth (step 3)
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Pattern 19 - Job creation, Rise of Workforce

* Result of:
+ Investment (including PPP)
* Foreign Direct Investment in production sectors
* Infrastructure program over 10 years

Impact on:
* Frictional unemployment 1)
* Increase of labor force (3
* Rise in standard of living
* Sharp decrease in the population under poverty line
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Pattern 20 - Reducing Inequalities

* Result of:
* Fiscal policy
* Job creation
Impact on:
*+ Raising demand on domestic production

* Promoting democracy and civil values
* Improve safety and respect of the law
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Pattern 21 - Raising Demand on Domestic Products

* Result of:
+ Job creation
* Reducing inequalities

|:> Impact on:

* Local Investment
* Foreign Direct Investment
* Public Private Partnership
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Pattern 22 - Stabilization / Amortization of the Debt

* Result of:
* Debt Management Unit

Impact on:
+ End of crowding out effect 1z
* Budget equilibrium
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Pattern 23 - Budgetary Equilibrium

* Result of:
+ Establishment and control of the budget according to the rules of art iy
* Reduce debt service
Impact on:

* Tax stability
* Sustainable Development
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Pattern 24 Promotion of Democracy and Civil Values

* Result of:
+ Judicial Reform
* Reducing Inequalities
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Pattern 25 - The Path to Inclusive Development

* Result of:
* Reform
* Budget Equilibrium
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